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United Nations University 
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"Provisional list of participants" 
"The future of EC institutioqs"/ Gianni Bonvicini 
"Europe in a world of regions"/ Bjorn Hettne 
"Science and technology in the Eastern and Central Europe"/ 
Vladislav Kotchetkov 
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North and South"/ Lal Jayawardena 
"A post-cold war security system: implications for Europe"/ 
Richard Falk 
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UNITED NATIONS UNIVERSITY 

"International Conference on "A. New Eu_!ope in the Changing Global System" 

organized by· the United Nations University 
in collaboration with the Hungarian Academy of Sciences 

Velence, Hungary, ·23 - 25.September 1991 

23 September 1991 

Morning 

9:00 - 10:15 

' 

10:15 - 10:30 

10:30 - 12:30 

(I) 

12:30 - 14:00 

PROVISIONAL PROGRAMME 

Opening Se$sion 

Chairman: Prof. Miha1y Simai 

Opening address by H.E. Dr'. Arpad Goncz, 
President .of the.Hungarian Republic 

Address by Dr. Maria .de Lourdes Pintasi1go, 
Representing the Rector of the United Nations 
University. 

Keynote ·address by Dr. Domokos Kosary 
President of the Hungarian Academy'of Sciences 

Coffee break 

Panel 1 "European identity in the changing world" 

Chairman: Gyorgy Konrad 

Presentation and discussion: 

"Nationalism and ethinicity in Europe" 
by George Sc~opflin 

Lunch 



9111' 9ij128: 161020\l ; UNITED NATIONS UNIVERSITY 

Afternoon 

llo.OO- 16:1,5 Panel 2 "Regional· fortress in a global ec.on'omy7" 

Chairman: Dharam Ghai 

Presentations· and discussions; 

(II) "The new dimensions of European economies after 1992" 
by Albart Bres•and 

(III). 

(IV) 

16;45 - 17:00 

17:00 - 18:00 

18;30 

20:00 

22:00 

"The democratization of Eastern Europe and the relations 
between North. and .South" by Lal Jayawardena 

"Europe and the future· of USSR" by Oleg Bogomolov 

Coffee break 

Special Session "UNICEF: Goals and Strategies for 
·the 1990s 

Chairman; Mihaly Simai 

Speaker Lisbet Palme 

Departure for Budapest 

Reception by the President of the Hungarian Academy of 
Sciences· 

Departure for Velence 

;# 7 
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24 September 1991 

Morning 

10:00 - 12:00 

(V) 

(VI) 

12:00 - 13:30 

13:30 - 15:15 

(VII) 

(VIII) 

Panel 3 "Towards a new international order or disorder?" 

Chairma~: Mircea Malitza 

Presentations and discussions: 

"A post-cold war security system: implications for 
Europe" by Richard Falk 

"Nationalism, regionalism and globalism: problems of a 
new world order:• by Mihaly Sirnai 

Lunch 

Panel 4. "Old institutions and new challenges" 

Chairman: Louis Emrnerij 

Presentations and discussions: 

"Issues .and perspectives of global governance: 
implications for Europe" by Robert Cox 

"The future of European institutions" 
by Gianni Bonvicini 

(IX) "The European Communities and Eastern Europe" 
by Tibor Palankai 

15:15 - 15:30 Coffee break 

···-·- -r··: .. 
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15:30 - 17:30 

(X) 

(XI) 

19:30 - 21:00 

25 September 1991 

10:00 - 12:30 

(XII) 

(XIII) 

(XIV) 

12:30 - 13:00 

13:00 

Afternoon 

UNITCO NATIONS UNIVCnOITY 

Panel 5 "Science and technology" 

Chairman: Erno Pungor 

Presentations and discussions: 

"Problems in . technology transfer: some lessons for 
international economy by Charles Cooper 

11 Science and technology in a changing Europe 11
, 

by Vladislav Kotchekov 

Reception by UNU 

Panel 6 ".Europe and the new world" 

Chairman:· Maria de Lourdes Pintasilgo 

Presentations and discussions: 

"Europe in the world of the XXI century" 
by Bjorn Hettne 

"The outside- world looking at Europe: a Latin America 
perspective" by Carlos Blanco (presented by his 
representative) 

"The outside world looking at Europe: a Third World 
perspective" by Samir Amin 

Closing session 

Lunch 

Departure 

' ~·,·-~ ···----··· 
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International ConfAranco on "A.Now Europe in the Changing G1obal System" 

organized by the United Nations University 
_in collaboration with the Hungarian Academy of Sciences 

Velence, Hungary, 23-25 September 1991 

PROVISIONAL LIST OF PARTICIPANTS 

1. H.E. Mr. Arpad Goncz 

~ 2. Dr. Samir Am in 

3. Dr. Oleg Bogomolov 

4. Dr. Gianni Bonvicini 

5. Dr. Albert Bressand 

President 
Republic of Hungary 
Budapest 
Hungary 

Third World Forum 
African Office 
B.P. 3501 
Dakar 
Senegal 

Director, Institute of Economies 
of the World Socialist System 

Academy of Sciences 
117418 -Novo Cheremushkinskaya 46 
Moscow 
U. S. S. R. 

Director 
Istituto Affari Internazionali 
Via Angelo Brunetti 9 
(Palazzo Rondinini) 
00186 Roma 
Italy 

Director 
Promethee, Transnational Networks 
12, rue du Havre 
75009 Paris 
France 
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6. Prof. Charles Cooper 

7. Prof. Robert Cox 

B. Dr. Louis Emmerij 

9. Prof. Richard Falk 

10. Dr. Dharnm Ghai 

ll. Dt·. Bj orn Hettne 

12. Dr. Lalith E. Jayawardena 

1' 13. Dr. Peter Koenz 

UNITED NATIONS UNIVERSITY 

Director 
UNU/Institute of New Technologies 

(INTECH) 
Kapoenstraat 23 
6211 KV Maastricht 
The Netherlands 

UNU Programme Co-ordinator 
5 MeLc .. lfe St. 

Toronto M4X lRS 
Canada 

President 
Development Centre, OECD 
94, rue Chardon-Lagache 
75016 Paris 
France 

Center of International Studies 
Princeton University 
Bendheim Hall 
Princeton, New Jcr~oy 08544 
u. 1>. J'.. 

Director 
UNRISD 
Palais des Nations 
Geneva 
Switzerland 

Directot· 
Department of Peace and 
Conflict Resolution 

University of Gothenburg 
Brogatan 4, S-413 01, Gothenburg 
Sweden 

Director 
UNUWorld Institute for Development 

Economics Research {WIDER) 
Annankatu 42C 
00100 Helsinki 
Finland 

Representative 
UNU Office in Europe 
cjo Unesco 
Room 7B 111-113 
1, rue Miollis 
Paris 75015 
France 
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14. Dr. Gyorgy Konrad 

15. Dr. Domokos Kosary 

16. Dr. Vladimir Kocchekov 

"/- 17. Pro.r. Antoni Kukl1nski 

18. Dr. Mircea Malitza 

t 19. Dr. Tibor Palankai 

20. Dr. Lisbet Palme 

21. Dr. Maria de Lourdes Pintasilgo 

22. Dr. Erno Pungor 

UNITED NATIONS UNIVERSITY 

Torocko utca 3 
lludapest lUZb 
Hungary 

President 
Hungarian Academy of Sciences 
u. Kallo esperes 
Budapest 
Hungary 

Accing Chief Science Sector 
Unesco 
7 Place Fontenoy 
Paris 
France 

Depucy Chairman 
Scientific research Committee 
Wspolna Str. 1/3 
00921 Warsaw 
Poland 

European Cultural Centre 
Soseaua Kiseleff 47 
Bucharest 
Romania 

Hungarian Academy of Sciences 
u. Kallo Esperes 
Budapest 
Hungary 

Svenska UNICEF Committee 
·Asgatan 1~9 
Box 111-14 
S-10061 Stockholm 
Sweden 

Alameda Santo Antonio dos Capuchos 
1100 Lisbon 
Portugal 

Institute for General and 
Analytical Chemistry 

Technical University 
Gellert ter 4 
Budapest 1111 
Hungary 

-------.,.----.-···· ··- ..... 
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'fo·23. Dr. Gcorge SchoEflin -

24. Prof. Mihaly Simai 

25. Prof. Janez Stanovnik 

26. Dr. Iamas Szentes 

27. Dr. Iakeo Uchida 

UNITED NATIONS UNIVERSITY 

The London School of Economics 
and Political Science 

Houghton Street 
London WC 2A 2AE 
England --

United States Institute for Peace 
1550 M Street N.W. Suite 700, 
Washington D.C. 2005 
U.S.A. 

Svabiceva 6 
Khybkhaba 61000 
Yugoslavia 

Hungarian Academy of Sciences 
u. Kallo Esperes 
Budapest 
Hungary 

Senior Programme Officer 
UNU 
2-15-1 Shibuya, Shibuya-ku 
Tokyo 150 
Japan 
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@ THE UNITED NATIONS UNIVERSITY 

THE FUTURE OF EC INSTITUTIONS 

by Gianni Bonvicini 

FIRST DRAFT 

At certain times, debate on institutions, both national and 

multilateral, becomes ineluctable. Institutions are not simply 

an architectural exercise, they establish the confines of their 

surroundings. 

/ 

Institutions are not neutral with respect to the environment 

in which they operate; on the contrary, they tend to shape it 

with their procedures, laws and operating ability. At the same 

time, the environment deteJ:mines the suitability of existi!'g 

institutions and influences the form of new ones, set up to 

dominate present and future facts and events. 

At the beginning of the process of Community integration, 

the events and the resolution of the actors at that time 

determined the form and the limits of the EC institutions. Today, 

after almost forty years of activity, the common institutions and 

laws constitute an ·: acquis communautaire" which is subj.ect to its 

own internal reform dynamics and which conditions future plans; 

at the same time, the external environment, undergoing radical 

change, confronts the Community with new problems and demands a11d 

influences its role and future form. The past and the future 

converge in demanding a different institutional arrangement for 

the Community system. 
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The Conununity reform process in the eighties 

The reasons for the long period of EC institutional reform vary: 

some are internal; others, particularly more recently, are 

external to the EC. 

The last ten years have seen a host of projects and plans 

for reform of the EC. This extraordinary and dynamic decade, 

institutionally speaking, was ushered in by the Genscher-Colombo 

Plan drawn up by the two foreign ministers in 1981. 

The need was felt at the time to complete the already 

operating monetary system (EMS) through better Conununity 

organization in the fields of foreign policy (European Political 

Cooperation) and, to some extent, security policy. Institutional 

procedures, similar to those of the Conununity, were to be 

extended to these two sectors -- strictly intergovernmental at 

the time -- to enhance Europe's global role and to link European 

Political Cooperation ( EPC) more closely to the Conununity' s 

external economic activities. 

Thus, the plan sprang from a need for rationalization -­

more the result of the Europeanist attitudes of the two foreign 

ministers than of any objective international situation: except 

for a worsening in East-West relations over the Euromissiles -

- a particularly embarrassing issue for the Europeans, but, in 

any case, nothing new in the history of the Cold War -- the world 

seemed static at the time. 

But the Solemn Declaration concluding the Italo-German plan 

and issued in Stuttgart in June 1983 was a disappointment for 

all: the essential points of the plan, concerning more binding 

decision-making procedures within EPC were shelved because of the 

opposition of France and other partners who wanted to maintain 

the EPC's intergovernmental character. 
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Widening vs Deepening: past experience 

After the Solemn Declaration of Stuttgart, pressure for reform 

of the Treaty intensified in view of the imminent enlargement 

of the Community to Spain and Portugal. All agreed that the 

errors made in 1973 during the first enlargement of the EC to 

Great Britain, Ireland and Denmark, when demands for deepening 

were largely ignored, were not to be ~epeated. 

On that occasion, absolute priority was given to the 

political aspects of enlargement: opening up to the British was 

an attempt both to "counterbalance" the Paris-Bonn axis and to 

make up for the hostile and strongly anti-US attitudes of General 

de Gaulle who, as is well-·known, considered Britain a kind of 

Trojan horse for t.he Americans. The predominance given to 

political considerations sapped the debate on deepening and 

focussed attention on widening. 

Indeed, some important institutional moves were made in the 

seventies, such as the launching of EPC (1970) and the 

institution of the European Council (1974); but almost all these 

measures were strictly intergovernmental and, therefore, in 

constrast with the supernational character of the original 

European Community. 

Furthermore, no actions were taken during the fi:r-st 

enlargement to eliminate the main obstacle to the correct 

functioning of the Community institutional mechanism, i.e. the 

voting procedures within the Council resulting from the famous 

Luxembourg compromise advocated by de Gaulle: the abrogation of 

the system of qualified majority voting, determined by the 

prevalence of so-called "vital national interests", turned out 

to be such a fundamental mistake that it almost thwarted even 

those reforms apparently in keeping with the supernational 

spirit, such as the institution of own resources ( 197 5), the 
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European Parliament's control over them and, finally, the direct 

election of the Assembly in Strasbourg as of 1979. These reforms 

all came to light with a flaw, .as they were limited by the 

pr.eponderant intergovernmental mechanisms of the EC. 

· The positive outcome of the Single European Act 

In this state of affairs, the European Parliament decided in 

1984, upon the initiative of Altiero Spinelli, to draw up the 

Draft Treaty establishing the European Union. This document set 

some fundamental criteria for future debate: unity of the 

economic, foreign and security policy aspects of the integration 

process; the principle of subsidiari ty as the instrument for 

division of powers among the Community, national states and 

regions; re-introduction of majority voting system; democratic 

legitimization of the system. 

Less explicit, in our opinion, was the search for a 

"government" of the Political Union, the prerequisite for a 

qualitative jump 

supranationality. 

more accentuated forms of 

As is known, the Draft Treaty was one of the, perhaps the 

. most important element taken .into consideration when the European · 

governments undertook partial reform of the Treaty of Rome and 

approved the Single European Act (SEA) at the end of 1985. 

Despite initial perplexities, the SEA fulfilled some 

expectations and provided a number of fundamental and practical 

responses to questions that had been accumulating on the 

functioning of the Community. It indicated some partial solutions 

for greater rationalization and effectiveness of the European 

integration process. Nothing exceptional, really: no need was 

felt to define European Political Union precisely; the urge was 

simply to bring some order into an arrangement that was tottering 

after long years of quibbling with .Great Britain over budgetary 
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matters. 

There was, however, an awareness of having to right some 

fundamental flaws in view of the inuninent enlargement to two 

problematic states such as Spain and Portugal, given the 

difficulties brought on by the entry of Greece in 1981. 

Identification of the positive features of the SEA may be 

useful in view of future reforms. 

The very name "Single Act" can be traced back to the need 

to bring together under one roof the various branches of European 

activity, from the EMS and the EPC to such bodies as the European 

Council, relegated for years to an institutional limbo .. Thus, it 

embodied the principle of consistency in the integration process 

s·o often called for in past plans, such as that of Belgian 

Premier Tindemanns in 1976 and the 1981 Genscher-Colombo Plan, 

to mention only the better known. 

This principle, which is still one of the cornerstones of 

debate on the future of the EC (above all when foreign and 

security policies are seen as a part of.the EC and not as self­

standing), was, however, incorporated into the SEA in a very 

elementary manner. In fact, the new Treaty does no more than 

register the various activities· of the Twelve; ·it does not 

Conununitarize them, as it should have. This means that the 

decision-making procedures have not been changed, even though 

efforts have been made to bring them into the same framework. 

Consequently, the Community method will apply to all matters 

provided for by the Treaty of Rome and to those added by the 

completion of the internal market in 1992; the intergovernmental 

method will apply to ali other matters, in particular EPC. 

It is clear that the Communitarization of EC policies, both 

old and new, remains an open question. An answer will have to be 

found in order to respond to those three basic principles 

underlying any reform of the Community: efficiency, effectiveness 
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and legitimacy of the Community decision-making system of the 

future and the resulting common policies. 

In other words, the principle of consistency must be 

extended from the policies for which it is foreseen in Art.30 of 

the SEA (in this case between foreign policy and foreign economic 

policy) to the field of institutional procedures, putting an end 

to the limits and the confusion that the alternate adoption of 

intergovernmental and Community methods continues to create. It 

is absurd, for example, that a declaration condemning the 

behaviour of a third country requires unanimity (in the EPC) 

while application of economic sanctions to the same country 

requires a qualified majority according to Art.ll3 of the Treaty. 

Experience to date indicates that institutional consistency 

must become one of the cardinal principles behind the 

strengthening of Community institutions. 

The real novelty of the SEA is the elimination of an old 

taboo: the return of the qualified majority voting procedure to 

the Community Council. Although limited, the rehabilitation of 

this old procedure has made the Community decision-making 

procedure more efficient; -it has greatly speeded up the approval 

of directives in the matters in which it is applied. Recent 

studies confirm that this has brought new life and credibility 

to the Community machine (see table at end). 

The central article from this point of view is art. llOa, 

which deals with the harmonization of national provisions through 

approximation. It also extends the qualified majority vote to 

social policy, research and technology, the modification and 

suspension of customs duties, the free performance of services, 

etc. Some important areas, such as fiscal provisions and the 

movement of persons are nevetheless excluded -- the very areas 

in which the decisions concerning 1992 lag the farthest behind. 

Attempts have been made to get around these remaining 
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ob~tacles and possible curbs on application of the majority vote 

by clarifying the decision-making competences of Community 

bodies: the competences of the Council were specified through 

modification of the procedural regulations in 1987 and those of 

the Commission through rationalization of Committees and the 

conferment of greater executive powers. The purpose of these 

reforms was to give the Commission a broader mediating role by 

reintroducing to some extent the majority consensus building 

function that had been so effective in the initial period of the 

Community. 

In parallel to the reintroduction of the majority vote, the 

objectives and the methods for the most rapid achievement of 

lEl'gislative harmonization were defined more precisely. Unlike the 

pa'st, the Commission shall return to the practice of rather broad 

directives, leaving it up to- the individual member states to 

implement them in detail. 

This strategy ~s ~n keeping with another fundamental 

principle: equivalence. If complete harmonization as set down 

in Art. Sa of the SEA is not achieved by 1992, the criterion of 

:equivalent provisions may be applied according to Art. ~OOb, in 

.. the sense that the provisions judged equivalent by the Com:mi·ssion 

and the Council shall transitorily be considered valid in all 

member states and, thus, outside national boundaries. 

This is perfectly in line with another of the founding 

principles of the Treaty of Rome, made famous by its application 

in some cases before the Court of Justice. The principle is known 

as mutual recognition. Through its constant application, the 

harmonization process could be greatly accelerated and 

simplified. This principle can obviously not be applied 

automatically, but it nevertheless has great potential if backed 

by an increasingly active and authoritative role of the Court of 

·Justice, the real federating elemerit on the plane of Community's 

law. 
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The last interesting feature of the SEA to have an effect 

of institutional deepening was the modification of the 

competences of the European Parliament (EP). Although limited 

to the so-called ''cooperation procedures" provided for in Art. 

14 9, the results have been better than expected. In matters 

pertaining to the ten new relevant articles of the SEA~ most of 

which are related to the internal market, the EP is now able to 

influence the legislative process by amending or rejecting the 

Council's so-called "common position" during second reading. If 

the Council wishes to disregard the decision of the Parliament, 

supported by the Commission, a unanimous vote is required, and 

this is obviously difficult to attain. 

It follows that a close alliance between Parliament and the 

Commission is now again a prerequisite for effectively 

influencing the orientation of the Council. An extension of 

cooperation procedures to all areas would give more legitimacy 

to the role of the EP and the Community decision-maki~g procedure 

as a whole. 

The powers granted the EP in case of association or 

application for membership 1n the Community must· also be 

considered (Art. 237 and 238 of the Treaty). The consent of the 

Parliament is essential 1n an area which will be of crucial 

importance .for the Community and the rest of Europe in coming 

years. 

In conclusion, the experience gained from the debate leading 

up to the reform of the Treaty and, subsequently, from 

implementation of the SEA can provide important guidelines for 

the current phase of proposal and debate on further reform of 

the Treaty. 

Returning to lessons from the past 

Returning to some of the points made above, we would like to 
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pofnt out several of the ''successful" elements that have 

contributed to bringing new life into the process of European 

integration, long suffering from stagnation and Europessimism. 

The first was the decision taken by European governments 

to link enlargement of the Community to its deepening. 

Ratification of the SEA took place at the same time as the entry 

into the Community of Spain and Portugal, thus avoiding a 

repetition of the error made in 1973, when widening was 

undertaken without regard for deepening, that is, contemporaneous 

reform of decision-making structures. 

In fact, the famous motto ''completion, deepening and 

wi"dening" was totally disregarded. The institutional changes 

un~ertaken were sporadic, sometimes contradictory and, in any 

ca'i;e, not conducive to the efficient functioning of the Community 

machine. Indeed, the latter became increasingly cumbersome and 

complex with the addition of uncoordinated organs, competences 

and policies. 

As mentioned, the SEA was actually aimed at bringing some 

order and rationality into the chaos by putting emphasis on a 

number of important principles (harmonization, consistency, 

equivalence, etc.) and mechanisms which had fallen into disuse 

(majority vote). And this coincided with the formal entry into 

the Community of the two Iberian countries. 

Another element which contributed to the achievement of 

consensus in Luxembourg in 1985 was the "package deal" strategy: 

rather than search for agreement on a single policy or 

institutional change, discussion centered on a set of policies 

and institutional improvements. 

The driving power behind this operation was definitely the 

Commission, headed by it president, Jacques Delors. After a few 

years of debate on reforms, the Commission identified consensus 

on completion of the internal market as the prerequisite for 
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definitively strengthening the Community's economy and enhancing 

its international role. On this basis,· it received the consent 

of the English government, long an advocate of the free market; 

the German government, aware of its opportunity to confirm its 

economic leadership; and the French government, eager to use the 

occasion to shock the French economy into coupling with the 

German one. 

But in order to achieve this result already set down 

~n the Treaty of Rome but never attained -- by the 1992 deadline, 

institutional changes improving efficiency were required. In 

addition to approximately 280 directives on the completion of the 

internal market, the Commission suggested the introduction of 

some procedures streamlining decision making, in particular, the 

majority vote on most of the matters proposed. This mix of 

policies and procedures turned out to be a very dynamic factor 

and led to the swift implementation of most of those directives 

not requiring unanimity. 

A third element, perhaps less apparent but no less 

important, is the fact that this reform sprang more from the 

"force" and perceptions of European society than from the good 

will of its political leaders. One important novelty in the 

debate on the validity of the SEA, is the attention that the 

fateful 1992 deadline has aroused in the economic and business 

worlds anp, more g"enerally, in the citizens who have made efforts 

to assess what impact the date will have on various sectors of 

their economic and social lives. 

Not even the launching of the European Monetary System in 

1978 generated the same kind of expectations and consensus in 

European society. Basically, the real supporters of 1992 are 

people involved in business, in banking, simple citizens, not 

politicians, who are, on the contrary, fearful of losing further 

terrain to European sovereignty. 

This constituted a radical change with respect to the early 
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fifties, when the economic world was reluctant to set out on the 
t~· . 

European adventure, while political leaders were full of 

enthusiasm and conviction. More generally, a clearer perception 

of the importance of the large free Community market is one of 

the most significant achievements of the EC' s forty-year history. 

The economic success of the common market, the simplification of 

daily 'life through harmonization of Community laws, the overall 

.improvement in standards of living and the stricter protection 

and safety standards (to give only a few examples) have 

contributed to forming the consensus needed to give new impulse 

to Community integration, in spite of the precautions and second 

thoughts of governments. Thus, the Community, with its laws, its 

policies and its .institutions, is taking root in European 

society. 

Towards further reform of Community institutions: 

the fundamental reasons 

One of the most interesting consequences of the implementation 

of the SEA has been that institutional reform has not slo"'ed 

down to await completion of the internal market. Although the 

SEA called for some verification, such as in the ··EPC after the 

first five years of functioning, a pause might have been expected 

after the breakthrough in 1985. Instead, under external and 

internal pressure, new institutional revision was undertaken tvith 

extraordinary rapidity. 

The first incentive to further reform after ratification 

of the SEA was the plan for Economic and Monetary Reform, 

stubbornly introduced by the President of the Commission, Delors. 

The Commission's reasoning was simple: it would be difficult to 

complete the single European market -- void of all barriers 

without flanking the already functioning monetary system with a 

more structured economic and monetary union, including a central 

European bank and a common reserve fund. 
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Ultimately, the implications of this proposal of the 

Commission went beyond simply setting· !--IP some mechanisms for 

monetary control and management, such as the central bank; they 

called for a real government of the European economy able to 

ensure compatibility between national and Community economic 

policies. In short, implementation and realization of the plan 

for Economic and Monetary Union required improvement of all 

Community institutional mechanisms. 

While this has constituted an element of continuity in the 

debate on institutional reform after the SEA, other factors have 

favoured a widening of the debate. In particular, the upheaval 

in Eastern Europe in 1989 turned attention to foreign and 

security policies as central factors in European union. Up to 

that time, European security had paradoxically been ensured by 

the East-West confrontation and the ensuing American leadership 

in the military field. Furthermore, the division of Germany had 

accentuated the need to link the Western half to the West and the 

Community. This was the basis of the equilibrium between Paris 

and Bonn and the foundation of the process of Community 

integration. 

As these conditions have now changed, the bases for the 

construction of the future Community must also be changed 

accordingly. Fear of centrifugal tendencies in Germany -- now 

concentrated on its problems of national unification and later 

keen on asserting its geostrategic leadership in central·Europe -

- have spurred France to relaunch European Political Union in 

addition to the economic union already begun in response to 

Delors' proposal. 

Thus the need for two intergovernmental conferences, rather 

than the one planned on economic union: to bridle Germany, with 

the consent of Chancellor Kohl, in common foreign and security 

policies, seen as guarantees for maintaining stability in Western 

Europe. 
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,:.;.- The dissolution of Eastern Europe has complicated the future 

role of the Community: the rapid disappearance of all forms of 

cooperation among Eastern countries, both economic and military, 

has once again urgently raised the general question of the 

relationship between integration and nationalism. 

F~rthermore, with the increasing fragmentation of the East 

and the Soviet Union itself and with the independence of states 

contiguous to the former empire, the Community will have to 

decide what guarantees of economic development and security it 

can offer. And, above all, if and in what way it can act upon the 

growing instability caused by nationalistic phenomena ~n the 

East, while, at the same time, preventing them from impacting 

negatively on the cohesiveness of the Community. Common European 

economic, foreign and defence policies must be adopted to provide 

an effective response to the needs of a disintegrating East. 

Partially related to this dilemma is the serious problem 

of Community enlargement. It is no longer a matter of giving a 

gradual and acceptable answer to two or three smaller and 

economically weak states: applications have come from EFTA 

countries, from Mediterranean countries and from some Eastern 

countries. This could lead to a doubling of the number of 

Community members in only a few years. 

Moreover, the countries applying for membership differ from 

one another and are moved by different reasons: the EFTA 

countries are basically motivated by economic considerations and 

reject any political or security commitments; the Eastern 

countries seek not only economic, but also political and security 

guarantees; beside economic factors, the Mediterranean countries 

are moved by questions of stability and coupling to Europe in an 

area of potential conflict. 

In this light, enlargement takes on a different dimension 

and calls for the deepening of a policy of widening which has to 

date served simplistic and pragmatic ends. From now on it will 
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assume a strategic 

general political 

considerations. 

character, as 

and security 

it can no longer overlook 

(as well as military) 

Reform of the Community must take these basic factors into 

account. While the problem a few years ago was how to ensure 

effective government of the European Community; today Community 

institutions are faced with decisions on how to enhance their 
' 

roles to be able to cover, at least partially, emerging new 

needs. 

What institutions for the future? 

One premise must be made: under present conditions, deepening 

must have prevalence over any widening. Although priority was 

once given to widening 1n the past, in particular in 1973, and 

widening and deepening were also undertaken together in 1985, 

in the nineties attention must be focussed on deepening. This 

does not mean postponing requests for enlargement sine die, but 

it does mean giving priority to internal 

improvement. 

institutional 

Thus, the institutional question remains urgent. In recent 

months, many Community bodies, including the European Parliament, 

the Commission, the single gove~nments taking their turns at the 

EC presidency, and specialized institutes and associations have 

developped a large number of proposals. In addition, personal 

representatives of the heads of government have been working on 

preparations for the next European Council in Maastricht. 

Lack of space makes it impossible to go into the many 

proposals floored, but it is hard to believe that the meeting 

in Maastricht can resolve all questions; the process of 

institutional reform will continue through the years. It is 

important, though, that it maintain the dynamism demanded by the 

exceptional circumstances today and, above all, that it be guided 

14 
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l:iy a common strategy to be established immediately and not 

improvised on each occasion. 

The institutions required for the future will have to meet 

the criteria set down by the last European Councils: efficiency, 

effectiveness and legitimacy. 

' 
Moreover, since Community institutions, more than any other 

multilateral institutions, represent the most significant product 

of the transition from the old form of national state to a new 

form of cooperative state, it is clear that the principle of 

subsidiarity, if possible in the most advanced meaning of the 

term, must be applied: the Community must be assigned all tasks 

whose scope and effects go beyond national boundaries. This 

a'"pproach has decentralizing or federative effect, unlike the 

efficiency-oriented approach, which attributes to the Community 

those tasks which it can best carry out and consequently leads 

to centralization. 

In addition to fulfilling these criteria which now enJOY 

broad consensus, Community institutions will have to possess the 

characteristics needed to respond credibly to present and future 

commitments. That ls, they must be capable of playing an 

influential role in various internal and external fields. 

It has already been pointed out that internal dynamics are 

also pressing for institutional adaptations. The stability of the 

internal market and monetary accords could be jeopardized if 

these measures are not accompanied by other steps towards 

economic union. And in the future, the stability of that union 

could also require some effective social policy measures. 

It is doubtful whether the future cohesion of the union can 

be maintained with the present budget and the limited 

redistributive policies adopted to date. In a more advanced stage 

of economic union, a common fiscal policy and a much larger 

budget are likely to be r~quired to allow for the functions of 
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allocation of resources and monetary stabilization. If these are 

to be the objectives of the EMU, then Community legislation will 

inevitably have to progressively limit the room for maneuvre and 

the autonomous decision-making power of member states. 

As a result, the Community will become increasingly 

rei;iponsible to its citizens. ·The President of the Commission, 

Delors, has repeatedly stated that almost eighty percent of 

economic and social legislation will be passed by the EC. This 

raises two main problems: the first concerns the governing 

capacity of the EC, with the extension of the qualified majority 

voting procedure to all social and economic legislation to 

streamline the decision-making procedure; the second concerns the 

democratic deficit, that is, the low level of legitimacy of the 

present Community decision-making process. Thus, the powers of 

control and colegislation of the European Parliament must also 

be increased. 

However, the strengthening of the economic and social roles 

of the EC does not only have internal implications: it is obvious 

that the establishment of an area of economic and monetary 

stability and autonomy will have external consequences both 

globally (the Group of Seven, GATT, etc.) and regionally. 

Above all, the development of economic cooperation policies 

and association with areas neighbouring to the East and to the 

South lay the basis for growth of a foreign policy supporting the 

ever increasing economic activity of the Community. 

Coordinated and uniform responses must become normal 

routine, not sporadic events. The concept of consistency must 

no longer refer to policies; it is required upstream at the 

decision-making level. The Communitarization of the EPC 

meaning application of qualified majority voting procedures, 

definition of an executive role going beyond the present 

precarious troika system, and lastly association with the EP, 

extending to the field of foreign policy the competences that 
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the"_ latter is presently taking over in the economic field 

must be included among the aims of institutional reform. 

Finally, the Community cannot get around 

position in the security field. Undoubtedly, 
defining its 

the current 
geostrategic situation has formed a security void on the edges 
of the Community. 

The irreversible demise of bipolarism in the field of 

defence and the evident American withdrawal from Europe demand 

new responsibilities of the EC and a redefinition of that concept 

of "civilian power" which it built up under the United States' 

protective wing. How can Europe escape occupying itself with 
•• 'i 

local crises in Europe or the Mediterranean? It would be absurd 

no~ to keep a close check on questions pertaining to nuclear and 

che~ical proliferation, not to respond to the needs for stability 

and security emerging in Eastern European countries. 

What must be avoided at all costs is the renationalization 

of the defence policies of EC countries 

problems. That would pave the way for 
in solving these 

the irreversible 
.destabilization of all of Europe. Thus, a consistent response 

from the Community is needed here as well. 

The problem is not only one of adopting policies, but above 

all one of creating binding competences and procedures in the 

field of security and defence. It is clear that the EPC 's 

currently limited role in the field of security is inadequate. 

Security policy is an important and specific aspect of Community 

activity; as such, it must be brought on a par with other 

Community policies and cannot be kept as a sub-product of the 
EPC. 

The principle of consistency w.Lth other Community policies 

must be respected here, too, but what is really of central 

importance is consistency among institutions. Security policy can 

be assigned to the WEU in the future, as long as it is handled 
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according to rules comparable to those in force in the Community 

and with effective functional and procedural links to the EC. An 

EC security policy dissociated from the foreign and economic 

policies of the EC could become an element of instability within 

and outside of the Community. 

This once again brings us to the questions of a governing 

body, appropriate voting procedures and parliamentary controls, 

questions that obviously cannot be left up to the present WEU 

Assembly and must be answered by a democratically legitimized 

Parliament. 

Deepening first 

These prerequisites for the reform and partial renovation of 

European institutions are valid even for a Community limited to 

twelve members: they respond to the internal and external 

requirements of the nineties. The question of enlargement merely 

underlines the urgency and the importance of these prerequisites, 

which are aimed at maintaining a high and efficient level of EC 

integration .. 

It is evident that enlargement to Eastern European countries 

would only raise pressure for redistribution policies and· as a 

consequence for budget increases; in the same way, requests for 

security guarantees would inevitably lead to greater. EC 

responsibility and competences in this field. The same reasoning 

holds true for enlargement to other countries, such as those of 

EFTA or the Mediterranean. 

In the present geostrategic situation, the Community cannot 

but give absolute priority to political and institutional 

deepening. This must not been seen as an egoistical closure to 

pressing requests for membership, but as a sine gua non for the 

EC's continued presence as a credible element of stability in 

Europe and a pole for broader aggregation in the future. 

18 
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More 

qualities 

precisely, the Community must strengthen the basic 

that have contributed to its success throughout the 

years: a stable and peaceful system; an area in which member 

states have found the instruments and policies with which to 

solve their problems of economic well-being and collective 

security; a system of cooperation that has allowed for a painless 

transition from national to cooperative state. 

From a strictly institutional point of view, the priorities 

to be set follow from the logic of our reasoning. The central 

question is the identification of a form of effective and unitary 

government of all 

of the majority 

present and future activities. The extension 

vote in the Council is one of the main 

instruments, but not the only one. One body (the Council, for the 

foreseeable future) must handle all matters and must gradually 

adopt Community procedures in all sectors (Communitarization of 

common activities). 

The Commission must have complete executive powers in all 

matters dealt with by the Council and must maintain its right 

of initiative and extend it to all Community competences. 

The European Council should essentially deal with the 

application of the principle of subsidiarity, deciding which 

matters to include in the Union; it should not, however, be given 

government tasks in the strict sense of the word. 

Finally, the European Parliament must strengthen its powers 

of cooperation and, later, of colegislation as a direct 

consequence and response to the acquisition of new competences 

to the Community and to an ever wider application of effective 

forms of government, starting with the qualified majority voting 

procedure in the Council. 

Any number of practical formulas of constitutional 

engineering are possible: the important thing is that they 
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respond to the criteria illustrated here and satisfy the basic 

requirements of a rapid strengthening of Community integration. 

As recent history has demonstrated, the Community is the 

only real nucleus of stability in a changing Europe and a 

changing world. To dissipate this assee would be to throw all of 

Europe into chaos. 

Rome, August 1991 
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1. Introduction 

Despite the current US military dominance, there are indications that 

with the ending of the Cold War, a more multipolar world is taking shape, 

·-facilitating the development of a new kind of regionalism as one possible 

structural pattern of a new world order. It is my argument that this process 
'has been triggered hy t:h.~ Europeanintegration process, and that Europe 

both serves as a positive example for offensive regionalism and as a threat 
leading to a defensive regionalism in other regions. 

The principal argument is not new. In 1945 Karl Polanyi developed a 
regionalist scenario against what he feared was· to become a fruitless at­

tempt to reshape a liberal world order. In the post-war world there were, 

as he saw it, two options:The utopian line of recreating liberal capitalism on 

a world scale, and the realistic line of regionalism and planning . It was the 
policy of the US to follow the first line. Polanyi instead asserted that the 

new permanent pattern of world affairs was one of regional systems co­

existing side by side (Polanyi,1945, p. 87). The current world order 

changes'makes it relevant to consider Polanyi's proposition afresh (Hettne, 

199la) 
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More recently Dudley Seers in a posthumus work argued in favour of a 

more introverted Europe in a more regionalized world. His "eurocentric 

scenario" should be beneficial to the Third World as well: 
It would not be hard to improve on past performance. Our contribution to 

overseas development may well have been on balance negative, even since de­

colonization ... There is a growing demand for 'self-reliance' in theThird 

World. Our correct response is to respect this, and -so far as we can- reduce, 

not increase, our contacts (Seers, 1983:181 and 182). 

This is basically a 'dependentista' argument, applied to the regions rather · 

than the nation states, and Seers also refers to it as 'extended nationalism'. I 

shall use the term 'the new regionalism' which implies a multidimensional 

regionalism going far beyond the common market concept. Seers believed 

that Europe may prove to be the first of a new series of regional blocs with a 

degree of cultural cohesion - in terms of conm1on ethnic origins, customs, 
. -. 

and historical experience, quite different from the existing regional systems 

of trade. 

This is essentially what has been called the 'benign' view of 

mercantilism: 
The benign view sees a mercantilist system of large, inward-looking blocs, 

where protectionism is predominantly motivated by considerations of do­

mestic welfare and internal political stability. Such a system potentially avoids 
many of the organizational problems of trying to run a global or quasi-global 

liberal economy in the absence of political institutions on a similar scale (Bu­

zan 1984, p. 608). 

The purpose of this paper is to continue the discourse on regionalism ini­

tiated by Polanyi and reviv~d by S~ers, using an international political ec<;m­

omy approach. My approach is, furthermore, rather eurocentric as the pro­

cess of 'europeanization' is my point of departure, and the other world re­

gions will be discussed mainly from a European perspective. 

The New Regionalism 

The New Europe, emerging after 1989, is the model of the new regional­

ism. In the Third World as well, regionalism seems to be on the rise, 

although very unevenly and rather embryonically in comparison with Eur­

ope. However, there is in the post cold war order a new freedom to act and 

no really important external constraints for 'the new regionalism'. The 
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problems are rather internal to each region: economic problems, regional 

hegemonism , national conflicts, and ethnic rebellions influencing the regio­

nal security systems. The regions of the world have not become more peace­

ful in the post-cold war era, rather some old problems frozen in the cold 

war complex are emerging. One example is the problem of 'balkanization'. 

On the other· hand 'the new regionalism' may in fact provide solutions to 

many of these problems: 
(1) Selfreliance was never viable on the national level (for most coun­

tries) but may be a feasible development strategy on the regional (collective 

se lfreliance). 
(2) Collective bargaining on the level of the region could improve the 

economic position of Third World countries in the world system. 

(3) Collective strength-could make it easier to resist political and strate­

,,gic pressures from the North. 
,;.~-·-

'" (4) Certain conflicts between states could be more easily solved within 
...... .-
.-an appropriate regional framework without being distorted by the old cold-

war considerations. 
(5) Ethnic conflicts often spill over into neighbouring countries and are 

perceived as threats th national security. The way states commonly deal 

with these issues is normally the most certain way ofpermanenting them. 

Therefore a regional solution is often the only realistic option. 

-· But are there existing or emerging world regions to fill an emerging va-...... . 

~c:uum of power, or will an eventual trend towards multipolarism lead to an 
intensification of anarchic conditions? A political transformation of dor­
mant world regions into acting subjects also implies substantial change with­

in the regions~ 

The Preconditions 

One essential precondition for the process of regionalism from below to 
gain momentum is increased political and economic homogenization among 
the countries of a particular region. In the formation of regions, the secur­
ity imperative, both in its negative and positive impact, is of great import­
ance. ma 'regional security complex' the national securities of the involved 

states are interweaved (Buzan, 1983) for good or for bad, mostly the latter, 
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This is the negative imperative. To the conventional dimensions of security 

should be added ecological regional security complexes, for instance hydro- . 

logical complexes (Ohlsson, 1991). 

In a 'regional security community' (Deutsch, 1957), on the other hand, 

the institutional development by definition has eliminated even the thought 

of using force as a means of conflict resolution. Also the threat perceptions 

are being homogenized and externalized. Thus, in order to be a peace factor, 

the regional organization should coincide with the security complex as a 

whole, not only a particular subcomplex which may even need the iriterre­

gional conflict to maintain its own coherence. Furthermore, the regional or­

ganization should provide some balance to the local great power so that it 

does not become an instrument of exploitation and control. 

The positive and negative aspects of the security imperative are thus si­

multaneously in operation; in the sense tl)at integration within a region can 

both be positively related to cohesive factors within the region, as well as 

negatively related to threat factors outside the region. If integration is defi­

ned by its predominantly voluntary character (Haas, 1970), it can not be 

caused by coersive factors witbin the region, since this would imply empire 

building rather than regional integration. This again underlines the need for 

a certain balance of power and a reduction of threat factors within the re­

gwn. 

The history of regional integration in the various areas of the world after 

World War IT shows the working of many disparate and conflicting im­
pulses. In the first wave, regional cooperation was largely a hegemonically 

supenmposed phenomenon in the context of the Cold War. Gradually re~ 
gionalism became a force propelled mainly by internal factors (Vayrynen, 

1984). This is the most important precondition. However regional forma­

tions necessarily operate in the context of a global system and, thus, the one 
cannot be understood without the other. 

.... ~ 
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1. Hegemonic Succession in the Capitalist World 

In order to function, a market, whether national or global, presupposes 

some kind of political order. The crucial issue in the case of a transnational 

market is how economic exchange. and even economic cooperation can take 

place under conditions of anarchy, or, differently put, how the 'anarchy' 

becomes orderly enough to permit economic transactions of different types. 

Recent debates in international political economy have· focus sed on the role 
of hegemonic stability for the functioning of the international economy as 

well as the implications. of hegemonic decline for its smooth functioning 

(Keohane, 1984, Huntington, 1988). 

':':The meaning of hegemony 

-..: ...... 
Hegemony must be distinguished from dominance based on force and can 

be seen as a kind of power, based on several different but mutually suppor-

. · tive dimensions and fulfils important functions in a larger system lacking 

formal authority structure. Consequently, hegemony is more or less volun­
tarily accepted by other actors. This also implies that hegemony can decline 

simply as a consequence of a legitimacy deficit, even if the power resources 

should remain intact.In this case hegemony is replaced by dominance. It also 
implies that a reduction in power resources is compatible with a continuous 
hegemonic position-to the extent that the leadership role of the hegemon 

continues to be accepted. 
The theory of hegemonic stability purports to explain the creation, func­

tioning and disintegration of a liberal world economy-nothing more and 
nothing less. It is obvious that a powerful state with socialist inclinations 
would not support a liberal world economy. In fact the concept ofhegem­
ony would lose its established meaning in this hypothetical situation. 

Even with such a limitation of the concept to cover hegemony in liberal 

systems, the approaches are widely differing even among the adherents of 

the theory. 

The theory assumes a free trade orientation of the hegemon as well as a 

willingness to pay the necessary costs for keeping the world economy open. 
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This gives a flavour of circularity to the theory: The hegemon guarantees 

the liberal world economy, and if there is free trade, there must consequent­

ly be a hegemon behaving according to the definition. Deviation from the 

required hegemonic behaviour implied in the definition (i.e. exploiting its 

position for short run benefits) already by itself indicates decline of the he­

gemon in question. 

Increased rivalry and conflict among capitalist countries also concern 

the problem of succession, i.e. the question of the potential new hegemon. In 

a historical perspective this problem has been resolved through wars (Mod­

elski, 1978; Gilpin, 1981; Kennedy, 1987). The current situ.ation seems dif­

ferent.The likelihood of a 'succession war' is reduced for reasons of mili­

tary technology-war is simply too destructive. The new battleground is 

rather economic competition, which most likely will take place .J:>etween the 

trading blocs of the Triad. There is, furthem1ore, no obvious candidate for 

the role as new hegemon, but Japan and the new Europe are two potential 

candidates. Their weakness lies in their low military profile, as was clearly 

illustrated during the Gulf war. 

The crucial question is if hegemonic decline automatically leads to a dis­

integration of the liberal international economy. This concern with the lib­

eral order and the preconditions for its smooth functioning explains the fo­

cus on the issue of US hegemony and· the consequences of its alleged . . . 
decline. 

The US in decline? 

Based on its more multidimensional hegemonic power, the US has provi­

ded the general rules for the world economy. These rules are summed up in 

what usually is refen·~d to to as the Bretton Woods system, which has con­

stituted the framework for economic interdependence in the last couple of 

decades. Consequently a decline in US hegemonic power seems to imply a 

world governance crisis, for instance in the form of nationalist and protec­

tionist policies, challenging the existing rules of the game and making the 

world ecGnomy more fragmented. There is one debate on the theory of he-



gemonic stability as such, and another ckaling with the issue whether a case 

for US decline really can be made. 
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Here we are primarily concerned with the second debate. The theory of 

hegemonic stability implies that hegemonic power is temporary and sub­

ject to what Paul Kennedy in an often quoted phrase called "imperial over­

stretch". Is this what now ails the US? Before we enter this debate it should 

be stressed that even "the myth of hegemonic decline" is real in its consequ­

ences, as it forms part of a political climate conducive to the development 

of a strategy to cope with hegemonic decline. 

Turning to the empirical issue, the question of decline is of course de­

pending of our definition of hegemonic power. The more multidimension­

ally the hegemonic power is defined, the more dificult it is to answer the 

question about rise or decline in precise quantitative terms. Decline may 

. &naracterize one dimension and revitalization another. A stable hegemony 

would, however, necessitate a convergence of power dimensions: military 

strength, industrial capacity, financial solvency, political and social stability 

etc. On many of these dimensions the USA is getting weaker. We must 

therefore distinguish the phase of multidimensional hegemonism (the 1950s 
and 1960s) from the recent phase of unidimensional hegemonism. 

The thesis of US decline has been questioned by quite a few obeservers 

from different perspectives. The Gulf crisis in 1990 and the subsequent war 

irf1991 certainly demonstrated that the US is the only state with a global 

military reach, but also the financial problem in sustaining such exercise of 
power, raising the problem of 'imperial overstretch'. A hegcmonic power 

should be able to move militarily without 'passing the hat' (Hormats, 1991) 

The cracks in the alliance behind the UN military action in the Gulf and 

particularly in the messy aftermath of the war illustrate the limitations of 

US ideological leadership. Neither Japan nor Germany felt the military ac­
tion to be really necessary and had reasons to suspect that US dominance in 

the Middle East also implied dominance over them, in view of their oil de­
pendence. France at times acted against the US strategy but remained isola­
ted in the European context. A lot of rethinking is going on in Europe re­
garding a common security policy, ultimately leading to European military 

cooperation. The Grand Alliance with The USA as undisputed leader is thus 
explained by rather unique political circumstances, not likely to be 
repeated. 
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The opinion in the USA is, as has happened before, split between isola­

tionists and globalists: The latter argue in favour of a uniopolar world with 

the USA unilaterally imposing its solution to various regional conflicts, so­

lutions which are consistent with 'the national interest' (Krauthamrner, 

1991). For the isolationists the prospect of a North American region, con­

sisting of the USA, Canada, and possibly Mexico (NAFf A) would be a pro­

per response to a European fortress. 

The European candidacy 

I shall assume that hegemonic decline in the post-Cold War period will 

result in a more autor •. )mousEurope as a whole. The future security system 

will reflect this broader integration p<;~ttern, often referred to as the 'Eur­

opeanization' of Europe. The essential meaning of this concept is the pro­

cess toward increasing political homogenity (Hettne, 1991 b). TI1e more re­

cent process of homogenization has gone through three phases: in the South, 

the disappearance offascist regimes in the mid-1970s; in the West, the self­

assertion of the Atlantic partners in the early 1980s; and in the East, the 

downfall of the communist regimes in the late 1980s. Fascism and commun­

ism (some countries have tried both) can be seen as nationalist 'catching up' 

ideologies in a historical context of Western technological superiority over 

Eastern and Soutl!em Europe. The elimination of the Mediterranean dicta­

torships removed some anomalies from the European scene and put the 

continent on the road towards political homogenity, a basic precondition for 

substantial economic integration. As far as Eastern Europe is concerned, 

the system simply had exhausted its potential, not least as a model of deve­
lopment. 

The process of homogenization has led to a state of liberal hegemony in 
Europe. Thus, democracy and market will provide the basis for future 

European interaction. This political homogenization of Europe is and will 

be expressed in the enlargement of the EC, unless the twelve present mem­

bers take a protectionist attitude to the rest of Europe, which would be an 

untenablE: position. In the course of the 1990s, the number of members can 



thus be expected to reach twenty. This raises the question of a viable secur­

ity order for Europe. 
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There is already a certain competition between existing institutions re­

garding their respective roles in the new security order. We expect that its 

birth will take place in the context of crisis rather than orderly planning. 

The Gulf war was one such crisis, another may be the breakdown of the Ju­

goslav federation or the Soviet internal empire, a third the desperate press­

ure for immigration from Eastern Europe or across the Mediterranean. 

Thus, due to this pressing time factor, the actual organizational solutions 

may be suboptimal (Hettne, 1991b). 

So far three organizational possibilities have emerged: 

(1) NATO with a strengthened European leg. This is basically a conti­

_nuation of the old Atlantic partnership, but with a stronger role for 

':F.urope. This option would facilitate continued US control over Europe and 

. ,the conservation of the essentially economic character of the EC. 

(2) The EC takes on a politico~military role, perhaps through the coapta­

tion of the WEU sometime after 1996. In a more cautious version WEU re­

mains outside EC to provide a bridge between NATO and EC. At present 

only nine of the 12 are members of the WEU, and some of the current can­

didates for EC membership are sensitive about security cooperation. 

(3) The Conference on Security and Cooperation in Europe (CSCE) be­

_comes more institutionalised and provides a collective security system for 
. . . 
Europe, a kin cl of European UN. In a longer perspective, it may also be pro­
vided with some some military powers. This all- European security struc­

ture would guarantee the continued presence of both the ex-superpowers. 
CSCE will operate only in a peace order, which is more or less distant, 

depending on the nature of crisis management in the short run. My assump­
tion is that NATO will fade away and instead the EC will take upon itself a 
stronger political and military role. The divisions surfacing in connection 
with the Gulf war reveal the problems involved in but also the need for a 

European political (and consequently military) front. 

Regional conflict resolution: the case of Yugoslavia 

Without·doubt, successful regional conflict resolution is the great test for an 

autonomus regional actor. EC crisis management shows a significant impro-
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vement between the Gulf and the Yugoslavian crises, not only because the 

latter was an 'intemal' European crisis, but also due to a real political 

change in preparation· for the controversial but unavoidable political and 

military union. 

It should not escape our attention that it was the ~C troika of foreign 

ministers, neither NATO nor the CSCE, which did the acting in the case of 

Yugoslavia, as powerful as one could imagine without the backing of wea­

pons. The process was not without Internal differences, however. Austria 

and Italy were more understanding toward the secessionist republics, 

whereas other countries were more anxious to retain the Yugoslav federa­

tion. The important point was not to encourage secesssionism, while at the 

same time not to let the federal government or the military establishment 

believe that a violent solution was acceptable . . , .. 
The crisis underlined the power vacuum in a Europe still searching for a 

viable security. order. An uncontrolled and violent dissolution of the federa­

tion would have far-reaching consequences for the Balkan, the most turbu­

lent of the European subregions. A failure does not necessarily imply an im­

potence on the part of the EC, since it should be recognized that no easy re­

solution tothe conflict exists. Whatever the outcome, the crisis will be a 

milestone on the road to a European political and military union. 

The external' impact of Europeanization 

. ' .;;.. 

What will the future European role in other regions be? Anew aggress­

ive hegemonic superpower or a Fortress Europe closing its doors to the 

Third World? Or will it become a responsible actor organizing massive 

transfers of resources, as argued in the Brandt commission reports? 

Looking back, one must conclude that, on the whole, the role of Europe 

in promoting regional cooperation in the Third world so far leaves much to 

be desired. 
-In Asia regional groupings tend to reflect the East West division. 

ASEAN is a case where the EC regional dialogue has played a role, and it is 

even quoted as a 'success story'. 

- In Africa the division along the lines of allegiances to one superpower 

or another has been a major obstacle to continental unity. 



- In the Middle East Europe has failed to take a distinct, constructive 

role .. The EC-Arab dialogue has so far led to little. 
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- In Latin America the European presence increased substantially 

through the 1970s, which raised Latin American expectations about a diver­

sification of the external relationship of the continent away from depend­

ence on the United States. This was particularly evident in the case of Latin 

America. However, Europe (i.e. Western Europe) has so far failed to deve­

lop a political strategy in its relationship with Latin America (as far as East­

em Europe is concerned, there is no longer any Third-World policy). 
Looking into the future the external effect of the process of Europeani­

zation differs depending on alternative 'domestic' developments. Below 

follows some scenarios: 

•The Orwellian scenario; or 'Fortress Europe' perceives Europe as a re­

gional security state, inspired by autarchic mercantilism and in latent or 

manifest conflict with other regional systems. A European fortress will 

build fences against a possible 'great march' from a marginalized Third 

world. From the poor parts of the Third World there will thus be an in­

creasing migration pressure, further enforcing the trend towards Fortress 

Europe (in the worst sense of the word). I call this rather dreadful scenario 

Orwellian, because of its similarity to the way Orwell described a future 

world in his '1984'. 

•The 'European Superstate' scenario views Europe as an extroverted re­

gion state, which is inspired by a mixture of liberalism and some elements 
of mercantilism, as well as the so called social dimension nmtured by the · 

moderate left. Internally, it will be organized in the form of concentric 

circles with a core, semiperi.phery and periphery. Extemally,the new su­

perstate centred on the core will aspire to a hegemonic position, or at least a 
shared, trilateral, hegemony. It will cultivate selective relations with the 
more dynamic parts of the Third World, for instance, the emerging regio­
nal powers. It will ~lso continue to provide some development assistance 
within the Lame framework. 

•The Thatcher scenario perceives Europe as a more open trading bloc, 

competing with other emerging trading blocs, such as North America and 
East Asia. The inspiration for this scenario comes from neoliberalism, the 

dominant' development ideology of the 1980s. This Europe will create an 



12 

unstable situation, which sooner or later will transform itself into one of the 

other scenarios, depending on which social forces emerge. 

•The 'European Home' scenario views Europe as an introverted regional 

state in a world of regional blocs, a neomercantilist state but inspired large­

ly by the values of the social democratic and euro-cortununist welfare ideol­

ogy. It thus includes an element of interventionism, as well as supportive 

links to the poor Third World regions. Such links would primarily pro­

mote collective selfreliance, such as the so called Nordic initiative towards 

SAD CC. 
•The 'Greening of Europe' scenario envisions Europe as a loose, undefi­

ned informal structure of regions and local communities within a world or­

der of similar decentralized structures, which would be characterized by 

'third system politics'. The role of the state would be drastically reduced in 

this rather anarchistic scenario which, ju"dging from some recent elections 

and polls, has lost some of its atraction . 

A North-South structure is now emerging within Europe. This undoubt­
edly means that the importance of the Third World will diminish in econo­

mic as well as in political terms, to some extent depending on social and po­

litical forces within Europe. 

3. Soviet Decline and the Formation of a Post 
Communist World 

The US and Soviethegemonies are altogether different species: liberal v. 

imperial. Soviet hegemony has rested on the ideological primacy of the 

Communist Party of the Soviet Union within the socialist world system but 
this ideological primacy has been backed by the militarized Soviet state. 
This situation is in fact more akin to the old type of imperial dominance, 

and in fq_~t there was a striking continuity between the tsarist empire and the 

bolshevik state. Although described as a socialist federation which included 



the right to secession, there was no procedure for how this should be reali­

zed. 
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Thus, compared to Pax Americana, Soviet hegemony has been more 

coercive and less related to technological superiority and economic 

strength. For that reason the rules of the capitalist world economy also ap­

plied to the socialist world system, insofar as its external relations were con­

cerned. As long as the socialist system was relatively closed, however, the 
Soviet dominance reigned supreme. 

From hegemonic power to 'chaos power' 

The sources of Soviet ideological hegemony are several: 

First, Russia experienced an authentic revolution, and therefore en­

joyed ideological supremacy among subsequent revolutionary societies. 

The culmination of this prestige was the Great Patriotic War against 
fascism. 

Secondly, the existence of Soviet Russia provided a revolutionary space 

to be utilized by revolutionary movements all over the world. Successful 

movements, which subsequently were transformed into state power, natur­
ally felt gnititude to the leader of world revolution. 

Thirdly, by its sheer size, the Soviet Union stood out as the dominant po­
wer 'on the other side' and therefore constituted a natural political alterna­
tive. This 'side', however, never was a symmetric counterpart in structural 
terms, but a rather heterogeneous constellation of rebels, which under the 

conceptual umbrella of 'socialism' tried to catch up with advanced capital­

ism- or escape dependence: the Soviet empire, a sandwiched Eastern Eur­
ope, and a revolutionary periphery. At present the soC"ialist world system, 
with some important Asian exceptions, is dissolving itself, a process ob­
viously related to the withdrawal of the Soviet Union from its traditional 

geopolitical spheres of interest: Many of the 'revolutionary societies' were 
clearly surviving mainly through external support. 

The erosion of Soviet ideological hegemony started at the same time as 

its consummation, i.e. during the years after the Second World War. First 
to question it was Tito's Yugoslavia. More widespread East European dis-
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turbances followed after the death of Stalin and in the late 50s China em­

barked upon its own road to socialism (or wherever this road will lead). 

TI1e open break in 1964 put an end to the illusion of a unified socialist world 

system under Soviet hegemony. Ten years later the Soviet Union, after a 

long defensive struggle, grudgingly gave up its ideological monopoly. This 

was also the birth of Euroconununism (Marzani, 1980). The Western Com­

munist parties becan1e irreversibly autonomous. Again, after a little more 

than a decade, the Soviet Union unilaterally lifted the "overlay" over East­

ern Europe and the socialist countries were turned loose, free to abandon 

socialism . Is the next step the dissolvement of the Soviet empire? 

The erosion of Soviet hegemony of course also had its material causes, or 

what has been termed 'imperial overstretch': The military build-up, started 

in the 1960s, reached an economic ceiling ten years later, when an economic 

stagnation, which probably will last into the next century, set in. Add to this 

the growing discontent among national minorities throughout the Soviet 

empire, and the picture of an irreversible hegemonic decline is fairly com­

plete. Gorbachevism can in fact be seen as a 'diplomacy of decline' (Sestano­

vich, 1988). Since a military threat to the external world would be suicidal, 

what remains of Soviet power is 'chaos power', the power to make havoc to 

the rest of the world. The problem is that this power cannot be used repeat­

edly, it is quickly exhausted. The G7 meeting in London (July 1991) restric­

ted the Western support for Gorbachev's reforms to association with and 

advice from the IMF and the World Bank, not necessarily very stabilizing 

judging from other countries' experiences. The negative reaction is based 

on the external judgement of the viability of the Soviet federation, and the 

realization that it is time to deal directly with the emerging republics (na­

tions?) This will of course reinforce the process of dissolution. 

The Soviet region: an Eastern EC? 

The 'Soviet citizen' is a disappearing species. Instead there are emerging 

nations which, in order to avoid economic fragmentization and political ten­

sions, will have to sort out their relations within some kind of regional fra­

mework. Like in Europe, there need to be some kind of balance between 
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one major regional power and smaller subregional groupings. Therfore, in 

the future we will, perhaps, look upon the Soviet Union as 'an Eastern EC'. 

Devolving substantial authority from the center to the republics and regions 

seems to be the only way to save some kind of federation or confederation 

(Kux, 1990). This method may not necessarily succeed, but then there is no 

solution apart from civil war. 

There is thus a great likelihood that what already has happened to the ex­

ternal empire now will happen to the internal. Some countries of the exter­

nal empire will presumably escape the region by 'deeasternization' and con­

sequently join the more wealthy 'Western EC', but for most countries in the 

internal empire, perhaps with the exclusion of the Baltics, a poorer Eastern 

version of the EC is the best that they can hope for. Economic nationalism 

on the level of the fifteen republics would be a catastrophy. Russia produces 

63% of the unions electricity, 91% of its oil, 75% of its natural gas, 50% of 

its meat, 85% of its paper, etc. Direct trade relations among individual re-

·.·publics would therefore be a corner stone in the structural reform and a 're­

newal' of the federation. 

A loose economic commonwealth based on political decentralization· 

would be an obvious solution. EC is as a matter of fact explicitly used in the 

internal reform debate as a model to copy. Obviously the Eastern EC will, 

like an expanded Western EC, become more introverted, and in the long 

run the two will probably form part of a larger more or less spontaneous in­

. t'egration process. Europe will ultimately become a 'House', if not a 'Fortr­

ess,' but either way a solution must be found to the increasing instability 

within the 'Soviet Region'. Moscow may learn to prefer friendly neigh­

bours to restive republics and the smaller countries must some_how come to 

terms with geopolitical realities and the highly interdependent Soviet econ­

omy. There are strong reasons to find a better balance between function and 

territory but provincial autarki is no option. The somewhat utopian project 

is to build a new union, based on new foundations, one of them being a func­

tioning civil society. Valery Tishkov, director of the Institute of Ethnology 

makes this analysis: : 

In developed, democratic societies where the ·individual citizen is presented 

withoopportunities to achieve social status and a satisfactory standard of liv­

ing, ethnicity, economics and politics represent three weakly interrelated and 
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largely independent systems. In such societies the members of culrural, 

linguistic, and religious groups typically protect their interests and ensure their 

groups' autonomy on the basis of individual rights and gen~ral democratic 

principles. Nationalism and exclusive ethnic loyalty arise in the absence of 

these safeguards, in societies that lack effective political mechanisms for the 

articulation and achievement of collective aspirations and interests, and where 

ethnicity, economics and politics interpenetrate in one poorly functioning ss­

ystem. Clearly the Soviet Union still belongs to this second category 
(Tishkov,1991 :21 f.). 

As far as the new union is concerned ten of the fifteen republics have 
ag·reed on the basic principles, while five (apart from the Baltic republics 

they are Georgia and Moldavia) refuse to participate in any negotiations 

wich do not concern full independence . 
. . 

3. Third World regionalism : the European factor 

Regional integration outside Europe has not been a great success so far. 
Two reasons are evident: 

• The structure of the world economy, which has tended towards inter­
dependence rather than regionalization 

• The common-market concept of regional cooperation , which has rein­
troduced the global hierarchy of dependency relations in the region 

It is true that the EC, or rather its Commission, is spreading the gospel 
of regional integration over the globe, but Europe's role will have to change 
substantially, if a new, better, and more :;ymmetric interregional exchange. 

pattern shall take form. Not only must the content of the interregional rela­
tions (Europe, or subregions within Europe, on the one hand, various Third 
World regions, on the other) change, but Europe must also take a more ac­
tive part in promoting regional cooperation and integration in the Third 
World. The regional dialogue carried out by the EC is explicitly intended to 
stimulate regionalism in the Third World. However, as long as the world 

order remained hegemonic, the whole exercise was rather symbolic. . 
In a posthegemonic world order, on the other hand, the cold-war patt­

ern of cultivating friendly regimes, intensifying and creating divisions with-
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in different regions, could be replaced with a more forceful policy of pro­

moting resolution of indigenous and region-specific conflicts on the regio­

nal level, and stimulating rt.gional cooperation through region-based deve­

lopment programmes. 

In this context I am referring to the EC and EFf A. Former Eastern Eur­

ope is disappearing as an actor, as far as the Third World is concerned, the 

only substantive remaining link being between the Soviet Union and Cuba. 

Evidently, the EC will take note of the human rights record in its deal­

ings with individual developing countries (the 68 ACP countries). Environ­

mental concerns will play an increasing role. Further obstacles are created 

by EC's anti-dumping policies. Reciprocity will be a key issue in the EC 

trade policy (South, Nov. 1990- Jan 1991). In the immediate future, at 

least, poor Third-World countries will have to rely more on their own re­

sources. EFf A contains a core of Iikeminded countries with a tradition of 

more generous assistance, but EFf A is rapidly harmonizing the Euro-South 

relations to EC standards. One obvious response to this emerging situation 

is Third-World regionalism; South-South cooperation and collective ~elf­
reliance. 

Let's look at some current trends in the main regions of the world, and to · 
identify the European factor, if any. 

'Latin America and the Caribbean 

At present Latin America is becoming marginalized or, as some would 
say, 'Africanized' in the world economy. Its crisis is both a debt and deve­

lopment crisis (Griffith-Jones- Sunkel, 1985) The disappearance of the so­
cialist alternative means that Latin America will.become even more depend­

ent on the US and even more arrogantly treated. Not only the Soviet but also 

the European counterweight evaporates (Castaneda,1990). As shown by the 
recent Panama intervention the end of the Cold War will not change the 
pattern of dominance, but merely the pretexts for intervention. 

Some even argue for a 'Fortress America' as the best Latin America can 

hope for. Mexico, which had some potential of becoming a regional power 

(Hettne-Stemer, 1988), now seems to draw the conclusion that joining 

North America is the only possible way out of stagnation. Thus Central 
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America is tilting towards the north. The smaller Central American states 

will, to the extent that they are not already part of North America, have 

little choice but to follow Mexico's example. 

Central America has for reasons of size strong incentives for regional 

cooperation and the change of regime in Nicaragua has increased the politi­

cal homogeneity of the region. The crucial issue is whether the small coun­

tries can develop a common approach the the US-Canada-Mexico bloc 

which seems to be emerging, or whether they will join this bloc as individ­

ual client states. In the Caribbean the privileged treatment of some countries 

in position to play the geopolitical card will, similarly, disappear, and the 

region will have to cooperate regionally at the same time as they compete in­

ternationally. Regionalism can of course not be the sole approach. 
The economic and geopolitical change in the north of Latin Ail)erica 

puts a certain pressure on the Southern Cone. The treaty signed by Argenti­

na and Brazil in 1986 seems to have put fresh life into the integration pro­

cess in the region. Next year a free-trade agreement is expected and at least 

Uruguay, perhaps also Chile (at present vacillating between north and 

south), may join. In Latin America the Argentina-Brazil rapprochement is 
thus one of the factors stimulating the discussion on a new concept of regio­

nal security: Seguridad Democratica Regional. It is significant that Brazil, 

the alleged regional bully, is taking a rather low profile, thus preventing 

the traditionalconcem with regional hegemonism to be raised. 
The Caribbean region has a 500 years' relationship with Eu~ope, a rela­

tionship which has formed it, and continues to form it as a region (Sutton, 
1991 ,Thomas, 1988). Also the earlier attempts at regional cooperation oc­
curred in a colonial context, which is one reason for their failure. The 

CARIFfA arrangement, from 1968, was a minimal form of integration, 
since its principal integration mechanism was the phased freeing of interre­
gional trade. CARIFfA was in 1973 replaced by more ambitious CARI­
COM. It had from the start an explicit political element, namely coordina­

tion of foreign policy. This idea seems to have grown out of experiences of 
negotiating with th EC (Thomas, 1988:317). There were statements con­
demning destabilization and critiCism of CBI, but after the invasion of Gre­

nada controversial foreign policy issues have been avoided. 
The 13 member regional organization CARICOM contains less than 6 

million people. The European single market provides the incentive both for 
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a deepening towards a a more integrated market (1993) and for an enlarge­

ment. There are 32 million people in greater Caribbean. Still, this remains a 

case of 'micro regionalism', and there are great fears that the Caribbean 

risks being marginalized in a world of large trading blocs (Caribbean In­

sight, vol.14, no.l.). 

Asia 

In South Asia, the world powers, the USA, the Soviet Union and China, 

are promoting their interests by forging alliances with local states, while 

Europe irrspite of its historical role takes a rather low profile. The region is 

internally dominated by one 'regional power', although Pakistan and India 

hfid a kind of competitive relationship before the splitting up of Pakistan in 

{27l.The problem of regional hegemonism is thus present. 

"; Size is not always a source of power, however. The' process of moderni­

zation in India creates more problems than it solves. The resulting conflicts 

are a great strain on India as a centralized nation state, in contradistinction 

to India as a decentralized civilization. In the former sense, India may not 

survive in its present form, since the internal forces of disintegration now 

are tremendous and the dominant political trend now is hindu 

chauvinism. The domestic situations in Pakistan and Sri Lanka also reveal si-, .... 
ri:lilar weaknesses in terms of national integration, while the ethnically more 

h.omogenou.~ Bangladesh suffers from a general economic and political de­
·> 

cay. These ominous trends are bound to have security implications both for 
regional security and for the political systems concerned (Hettne, 1988). 

Thus the security situation in South Asia cannot be understood unless the 
ethnic, regional and religious conflicts within the states-and the way these 

affect interstate relations-are carefully considered. In a situation of geopo­

litical dominance by India, etlmic strife, secession and disintegration could 

be the main vehicles for changes in the interstate system. Over the years the 

security situation has grown more and more complicated (Buzan & Rizvi, 
1986). India is strengthening her position in relative terms due to the grow­

ing regional disorder, but this also means a high risk of external 
penetratien. Regional cooperation would mean a change for the better, at 
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least as far as economic security is concerned. The economic rationale is not 

overwhelmin~ at present, rather it has to be created (Adiseshiah, 1987). 

The traumatic India-Pakistan conflict until recently prevented all ef­

forts towards regionalism. Furthermore, after the assassination of Sheik 

Mujibur Rahman in 1975, Bangladesh's relation with India was characteri­

zed by distrust and hostility (Rahman, 1985). However, in 1985 South Asian 

cooperation after five years of preparations at last got its own organization: 

South Asian Association for Regional Cooperation (SAARC). The initiative 

originated from Bangladesh. India was ratl1er lukewarm, while the smaller 

countries strongly felt the need for it (Mishra, 1984; Muni, 1985). Thus re­

gional cooperation has. been initiated as a counterforce to regional hege­

momsm. 

It is both a strength and a weakness that SAARC contains all the South 

Asian states (India, Pakistan, Bangladesh, Sri Lanka, Bhutan, Nepal and the 

Maldives)'. It is a weakness because the conflicts in the region will paralyse 

SAARC for a long time to come, confining its scope to non-controversial 

marginal issues like tourism and meteorology. It is a strength precisely be­

cause controversial problems can be handled within one organization and 

that at least a framework for regional c·onflict resolution has been created. 

Put differently, the regional organization coincides with the regional secur­

ity complex and can be seen as an embryo to a security community. 

If the internal power structure becomes more balanced by a weakening 

of Dellii and a greater political autonomy for the regions of India, there is 

also a trend of political homogenization in the form of democratic openings 

irt Pakistan, Bangladesh and Nepal. India may also opt for a·more open 

economy due to pressures from the IMF, thus reducing the gap in economic 

policies between the regional power with its tradition of import substitution 

and the smaller, more extroverted states. 

Southeast Asia, like Europe, has been divided in two economic and poli­

tical blocs: ASEAN (Indonesia, Thailand, Singapore, Malaysia, the Phillip­

pines and-since I 984-Brunei) and the Indochinese area (Vietnam, Kam­

puchea and Laos). The latter subregion is under communist rule with Viet­

nam exercising subregional hegemony. Vietnam is also an actor in the East 

Asian r~gion and can thus be seen as a bridge between two regional com­

plexes. 
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Vietnam, and behind it the Soviet Union, has been seen as a threat by the 

ASEAN countries, which is precisely the reason why ASEAN as a regional 

organization has worked rather well. The source of common cause and 

identity is thus negative, a threat. Thus, it is a case of negative rather than 

positive peace. Like in Europe, the dismantling of the Cold War system will 

change the pattern of conflict rather than eliminate confliccs.We can expect 

more relaxation between the two subregions and more conflicts within them 

The countries in ASEAN could be described as capitalist in economic 

terms and conservative in political terms. The organization has existed since 

1967, but assumed importance as a regional organization only after 1975, 

reflecting increasing political uncertainties in the region. The economic in­

tegration that has taken place so far is rather modest, and the figure for in­

traregion trade is only about 20 per cent. The external dependence on Japan 

"is felt to be problematic. 

· · The national economies are outward-oriented, and the political systems 

·are formally democratic but in practice more or less authoritarian. Pro­

blems on the international market usually reinforces domestic authoritar­

ianism due to thestrong two-way causal relationship between economic 

growth and political stability. Economic growth and redistribution is a pre­

condition for ethnic peace, political stability a precondition for the econo­

mic confidence expressed by international capital towards the region . 
. :r• Peace in the larger region, which now seems to be undc;r way, would 

however change the basic parameters for the way ASEAN operates at pre­
sent. As the superpowers pull out, old rivalries are emerging, at the same 

time as the objective preconditions for a cooperation encompassing the · 

whole region in the longer mn are improving. 

The rationale behind regional dialogue initiated by the EC comes out 
clearly in the following statement by Roy Jenkins: 

From the formation of ASEAN we in the Community have always sought to 

treat with ASEAN as a region since we from our own experience have learnt 

that an external stimulus can often support internal cooperation. (Edwards­

Regelsberger, 1990:151) 

East Asia is the most dynamic of the world regions, containing a hege­

monic Cf1_ntender (Japan), an enormous 'domestic' market (China), three 

NfCs (South Korea, Taiwan and Hongkong) and a· socialist autarky (North 

----- -- ----
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Korea), preparing itself for major changes which may alter the pattern of 

cooperation within the region. A reunification of Korea, a democratization 

of China, and a more independent Japanese role would release an enormous 

potential. These changes are admittedly not immediate, but on the other 

hand quite feasible. 

Korean unification is, of course, the key to regional cooperation. Consi­

dering the economic superiority of South Korea and the politicallag in 

North Korea, it will probably be a spontaneous process of the German type, 

an 'Anschluss;. South Korea, together with the other NICs, are facing 

changes in those objective conditions which originally made them into NI<;:s 

and their strategy in the 1990s will probably be betting on the domestic 

market, preferably a regional market. The regional framework is still, 

however, in a flux. South Korea and Taiwan are traditionally dependent on 

Japan but may have more to'gain by orienting themselves towards Southeast 

Asia. The ending of the cold war opened up new possibilities for inter­

subregional contacts, widening the potential regional cooperation. 

China will continue the long road towards a more open economy in spite 

of the isolation followed in the wake of the Tiananrnen Square killings, an 

isolation that seems to be temporary. In the West the image of China is 

quickly improving due to China's stand in the Gulf crisis, and its prepared­

ness to find a peaceful solution to the Cambodian political quagmire. As far 

as Japan is concerned, the separation of politics from economics has been 

national policy. Japan therefore took a rather understanding position vis-a­
vis Peking. 

Perhaps the most complex issue in the region is the future international 

role of Japan: will it remain number two in Pax Americana or take a more 

independent role? The latter and perhaps more likely option would imply 

the accumulation of military strength and a break with the introvert Japa­

nese worldview. Recently, Malaysia invited Japan to act as a leader of an 

East Asian Economic Grouping (EAEG) which would create an East Asian 

and South East Asian super bloc with a Sino-Japanese core. Japan has rejec­

ted the idea, but it is still discussed as an insurance policy, should the Eur­

opean and North American fortresses take shape. 
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Africa 

In Africa there has been little regional integration, simply because there 

is so little to integrate. The need is rather for 'integrated economic develop­

ment' on the regional level (Thisen,l989). Regionalism, however, has been 

a highly politicized issue, which tends to create suspicion in the national 

centres of decision-making in Africa. Of Nkrumah's pan-Africanism little 

remains today, but what was then a dream has now, nevertheless, become a 

necessity. The ethnic conflicts, for instance, cannot be resolved within the 

nation-state framework, particularly as the nation-building project in fact is 

the main cause behind these conflicts. 

The most important experience so far is SADCC (Southern Africa Deve­

lopment Cooperation Conference). The main function of SADCC was ori­

ginally to reduce the dependence on South Africa, the regional power with 

evident designs of regional control. Thus, it is a fairly clear example of 'the 

new regionalism', not simply based on the common market concept , but 

having wider political objectives. With the elimination of apartheid in 

South Africa, the agenda for regional cooperation in southern Africa will 

change fundamentally-and the incentives will perhaps become positive 

rather than negative. Much dependes on the character of a post-apartheid 

~eg1me. 

The prospects for regional cooperation begin to look brighter, partly as 
a,;result of the weakening of the nation states. Even in the case of troubled 
ECOWAS there arenow,when the organization has passed its fifteenth anni­
versary, positive signs of a political homogenization and a somewhat more 
active regionalism . National repressive regimes, such as the one in Liberia, 
are crumbling, and even old autocracies such as Cote d'Ivoire are slowly de­

mocratizing. This may lead to a strengthening of the regional as well as the 
local level. 

For lack of resources, the West African regional organization is still 
more or less paralysed. In the summer of 1990, in the shadow of the Kuwait 
crisis, ECOWAS, nevertheless, intervened in the disintegrating state of Li­

beria with the explicit purpose of preventing a general massacre on the po­

pulation~, Although not fully backed by the whole region and, furthermore, 

not a highly successful operation in terms of conflict resolution, it was un-
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precedented in the history of African regional cooperation. With the pro­

spect of further national disintegration, the more stable regimes within a 

specific region may feel obliged to interfere through regional frameworks. 

Also in the Maghreb region harsh realities lead to new attempts at stimu­

lating regional integration. In February 1989 the Arab Maghreb Union was 

created in order to tackle both peace (the Western Sahara conflict) and deve­

lopment (the debt crisis) issues. There is great fear that the traditional Euro­

pean markets will close after 1992. The aim is to stiinulate trade between 

member states, increasing non-traditional exports, and cutting imports 

(South, May 1989). 

The Middle East 

The Middle East region is in many ways the most complex. It covers ter­

ritories in two geographical continents, Asia and Africa, and is extremely 

diverse in ethnic terms, at the same time as it is largely dominated by one re­

ligion and one linguistic culture. Therefore it is no coincidence that great 

ambitions towards regional unity coexist with constant conflicts between 

states and ethnic groups. Of great importance is the frustrated but yet sur­

viving idea of an Arab Nation. The present political boundaries are quite re­

cent. They were externally imposed by the European colonial powers, and 

they also lack emotional significance since they so often have been changed 

in the past. Centres such as Cairo, Damascus, Baghdad and Istanbul thus all 

have possessed a regional significance far beyond their present national 

roles. It is the region of 'realist thinking' par preference. The artificial 

boundaries and the. lack of democratic tradition make the power play be­

tween heavily armed states as close to Machiavelli's world as one can come. 

The problem of regional hegemonism has a long historical tradition and 

there are several competing major states with a potential for regional lea­

dership or hegemony, but also with decisive handicaps in performing that 

particular role. Iraq was the strongest candidate before the war that crip­

pled it, Syria and Egypt, the remaining Arab contenders, have become too 

much involved with the West to be credible,Turkey is an outsider, having 

~· 

i, 
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ambitions to become a European state, Iran is feared throughout the region 

as non-Arabic and Shiite. 

For obvious economic and strategic reasons, the superpower involve­

ment in the region has been deep-going. In the most recent political crisis in 

the region triggered by Iraq's occupation of Kuwait in August 1990, at­

tempts at finding a regional solution not very realistic anyway, were halted 

by US intervention, leading to a polarization within the region between con­

servative and radical currents. As the Soviet Union opted out, the USA with 

the help of frustrated potential regional influentials established itself in the 
region - nobody knows for how long, since the threatening breakup of Iraq 

could be the beginning of a long struggle for regional power, in which ex­

ternal interests headed by the USA will play a major role. The Gulf crisis 

was a moment of truth for Europe (the EC) as far as its external posture was 

toncerned, and an embarrassing lack of unity was actually revealed. To re­

store its image and counter US inf+uence the strategy now involves a major 

rtile for Iran (ME, July, 1991). Similarly the intervention of regional in­

fluentials such as Egypt, Turkey and Syria was not necessarily popular 

among the people of these regions, which opens the door for unexpected do­

mestic repercussions. The regional alliance is already cracking up and the 
Gulf countries seem to define their security as the presence of the USA. 

It is thus very difficult to foresee what a new security system in the 

Middle East may look like. Ironically, Sadam Hussein is still needed since no 

alternative military government is coming forward to guarantee the fragile 

Balance of power.The problems to be solved are many: first of all to contain 
the power and influence of Iran, to find a solution to the Palestine question, 

and to reduce the gap between the rich Gulf states and the poor Arab masses. 

Then there is a host of minority and human rights problems of which the 
most urgent is the Kurd question. 
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4. The Promise of Benign Mercantilism 

Taking the continuation of the trend towards multipolarity as its point of 

departure, this paper has explored the potentials of a world order beyond 

hegemonism. Such a perspective is different from the 'new world order' 

presently in vogue for the reason that long run economic trends are seen as 

more important than the show of force based on military dominance. There 

is also a theoretical possibility of a multilateral order based on interstate 

cooperation, but it seems more likely that some kind of fragmentization of 

the world economy will take place. The military dimension is the ultimate 

and now unchallenged pillar of US dominance, but the political costs of 

making use of military means to solve political problems will increase. The 

contradiction between global military power and domestic poverty eroding 

the domestic.social fabric will in a democratic setting work towards conti­

nued decline . 

. The Soviet decline is not in dispute. But is it hegemonic decline? We 

have underlined the difference between the Soviet hegemony over the so­

cialist subsystem and the global hegemony of the USA. Yet , as long as there 

were local bridge heads and communist ideals had some appeal, the socialist 

system was not simply a coercive dominance system. Soviet domination had 

hegemonic intentions but suffered from the contradictions of an imperial 

system. The new detente is no longer based on peaceful coexistence but a lib­

eral transnational hegemony. 

To sum up the argument: the trend towards multipolarism will not be ar-

-rested by a European bid for hegemony. Rather the emergence of the Euro­

pean regional state and the essentially introvert orientation of this state, to­

gether with the negative threat of 'Fortress Europe' and the positive policy 

of 'group to group dialogue' of the EC, will stimulate a global process of re­

gionalization. A question mark must, however, be added as far as the post­

communist world is concerned. Here, in the wake of hegemonic decline, 

balkanization rather than regionalization is the predominant trend. 

One rather obvious and already visible pattern of fragmentization is the 

development of a few major trading blocs: the EC, North America/Mexico, 

and the East Asian Economic Group (EAEG), proposed by the Malaysian 

prime m1~ister Mahathir Mohamad. This paper has dealt more with a poss­

ibly less conftictive regionalized world order: The New Regionalism. 
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The New Regionalism may be conceived as an 'extended nationalism' 

(Seers, 1983). It could be compared to traditional nation building with the 

difference that the coercive political/administrative centre is lacking. 

Rather its emergence is related to imperatives in the international political 

economy, including ecological concerns. This process evolves by its own in­

ternal logic, unevenly in different regions. Far in advance is Europe, where 

the trend now is toward a regional state. 

Other regions may want, or become forced, to follow the Europan ex­

ample of internalizing the sources of growth and make use of a 'domestic' 

regional market, although there may be a long step to security cooperation. 

Our survey shows a very uneven picture. 

- Latin America has traditionally been characterized by its 'open veins'. 

Import substitution in the 50s and 60s was generally carried out as a national 

strategy in spite of futile efforts to create a regional framework for in­

dustrialization. A new inward orientation, this time on the regional level, in 

combination with a diversification of dependence, is an alternative to a 

'Fortress America' with a subordinate Latin-American role. However, dif­

ferent Latin American states will probably chose different routes. 

-The most inward-looking world region is South Asia, where geopoliti­
cal changes at present increase the leverage of India, which leads to an in ten: 

sification of the conflict with Pakistan and suspicions among the smaller 

countries. The regional great power has in this case traditionally emphasi­

zed self-reliance, while the small countries for the same security reasons en­
courage external links. However, there is also a potential homogenization, 

reflecting the shared indic civilization. 
-In Southeast Asia, ASEAN has, because of the strong export­

orientation of the individual countries, a high stake in interdependence. 

However, the new situation in the world econolmy makes it necessary to de­

velop regional complementarities and also to expand the region. 
- Japan and the East Asian NICs also have a strong commitment to inter­

dependence. The Pacific 'region' is in fact becoming a centre for a new patt­

ern of global interdependence, wheras the regional identity, i e the new re­

gionalism, is rather weak. 

-The Middle East has, in spite of numerous subnational identities, a 
,, 

strong regional identity, but is too much a part of the world economy to be 
left to itself. More economic differentiation within the region and less West-
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em dependence on oil are thus necessary prerequisites for Middle East re­

gionalism. 

- Africa is special, since the issue rather is to initiate a process of region­

ally integrated development. 

Although the preconditions for 'extended nationalism' thus differ sub­

stantially between regions, I would nevertheless bet on this 'neomercantil­

ist' scenario as the best world order the world can hope for. Many probably 

feel uneasy about this concept. Mercantilism is the ideological. expression of 

the nation-state logic, operating on the economic arena and violating the lib­

eral principle that free trade in the long run is for the benefit of all. Neo­

mercantilism retains the same suspicion which the old mercantilists har­

boured against free trade. It transcends the nation-state logic in arguing for 

a segmented world system, consisting of self-sufficient blocs large enough 

to provide 'domestic' markets and make use of economies of scale and spec­

ialization in production, on the one hand, without falling prey to the 

anarchy of the world market, on the other. 

Such a regionalized world system would evidently be more stable and 

peaceful than a liberal world order, which historically has revealed an in­

herent tendency towards collapse. Most regions in a regionalized world 

system would be large enough to have a reasonable degree of economic effi­

ciency, in accordance with the principles of comparative costs, economies 

of scale and other conventional economic efficiency arguments. On the 

ot11er hand perversions generated by excessive specialization and an overly 

elaborated division of labour could be avoided. Interregional trade will of 

course continue to take place, but subordinated to the 'temtorial' principle 

of regionalism, rather than the'functional' principle of the world market. 

There is a difference between this new form of protectionism and the 

traditional mercantilist concern with state-building and national power. 

What we could call 'neomercantilism' is a transnational phenomenon. Its 

spokesmen do not believe in the viability of closed national economies in the 

present stage of the development of the world economy. On the other hand 

they do not believe in the viability of an unregulated world economy either. 

Nor do t11ey-in contrast with the Trilateralists and the Interdependentists­

put much faith in the possibility of managing such a world economy. Rat11er 

the neomercantilists argue in favour of the regionalization of the world into 

•. 



more or less self-sufficient blocs. These blocs would be introverted and 

maintain symmetric relations between themselves. 
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The 'benign view' of mercantilism coincides with what I call 'the riew 

regionalism'. It must be emphasized that such a 'neomercantilist' vision 

faces serious problems of acceptance due to the strong historical association 

of mercantilist thinking with extremist nationalism, and because of its per­

iodical revivals (in the form of protectionism) in connection with economic 

crises. This 'guilt by association' argument can, however, be rejected, since 

no real efforts have in fact been done to construct a world order on the basis 

of neomercantilist ideas. The established view that such ideas tend to ree­

merge in the context of world depressions and collapsing world orders 

could not be held against them. Constructive propositions must be dis­

tinguished from desperate responses··in a situation of crisis. They should be 

]11Ciged on their own merit in a situation of normalcy . 

. , . 
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We are all the witnesses of the climacteric changes in political and· economic spheres 

which countries of the Eastern and Central Europe, have been experiencing during past 

seyeral years since the policy of perestroyka began to pave its way. If I would have been a 

journalist, I would described this period in a solemn manner : "The strong winds of change· 

and freedom are sweeping accross the.•old continent as each nation belonging to it prepares· ... ' ·--
itself to work hard through the remaining decade of our century before that great leap into 

the third milleniu.m." Havirii'~aid ihi? I, however, wish to invite you to ponder upon the 

impact which these political and economic changes produce on science and technology 

systems of the Eastern and Central European countries. Indeed, it is not only science and 

technology policy of these countries that have to be changed following the shift in the 

national priorities but also the structures of R&D organizations, their modes of operating, 

financing and management are obliged to follow new rules of the game imposed by new 

economic situation. 

Let us analyse the principal changes occured during the past two-three years in R&D 

systems of East European countries. But before doing this, I would try to describe briefly the 

major common features of science and technology systems in the Eastern European countries 

which exist till mid-80s and give some statistical data, describing the situation. 

In our analysis, we could not overlook, in spite of the common reappraisal of vahJes 

in the newly democratic countries of the Eastern Europe and criticism of the totalitarian 

period of their development that, because of various reasons : national prestige, 'ideological 

competition, military confrontation, etc., considerable stream of resources, both financial and 

human, has been pulled by the States in their science and higher education systems. This led 

to the creation of a remarkable S&T potential, in particular in such relatively 

under-developed countries like Bulgaria, Romania and Yougoslavia. In the late seventies and 

the early eighties, European former CMEA countries employed well over half the world 

population of scientists and engineers engaged in R&D. 
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Table 1 

Number of R-D personnel in East Europe (1989) 

Country Scientists and Technicians 
engineers 

Bulgaria * 50,585 * 11,662 * * 1987 
Czecho-Slovakia 65,475 42,876 
Hungary 20,431 14,113 
Poland 32,500 54,000 ** •• 1985 
Romania 59,670 42,931 
Yougoslavia 34,770 18,780 
USSR 1.694,400 XXX ... 

If, however, we look at the data in dynamics, we will see that, for example, the 

superiority of the USSR over USA in absolute numbers of specialists engaged in R&d that 

existed in the end of 1980, was replaced by mid-80s by the parity. Furthermore, the rapid 

rate of increase of those specialists in USA has resulted by 1988 in the increase of a number 

of such specialists in USA by I, 2 times in comparison with the USSR. (Table 2) 

Table 2 

Number of specialists engaged in R&D in the USSR and USA 
(thousand people) 

~ 1981 !986 
r 

USSR 1434,2 1599,4 
USA 1258,7 1725,5 

1989 

!694,400 
2026,9 

The situation with R&D personnel was even worse in other East European countries. 

In Poland, for example, employment in R-D sector diminished by 33 % in the period from 

1975 to 1985. The absolute number of scientists and engineers engaged in R&D decreased in 

Hungary during 1984-1989. The states spent a lot of money for science and technology. 
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The data on R-D expenditures are in table 3. 

Table 3 

R-D expenditure of East European countries 
(million US$) 

~ r 1980 1985 

Bulgaria 479.7 716.4 
Czecho-Slovakia 1 460.5 1633.1 
Hungary 560.0 414.6 

~Poland 845.7 569.7 
Romania - -
Yougoslavia 
USSR 21.300 28.600 

roubles roubles 

1989 

-
1 468.4 

497.9 
852.5 

I 238.2 

32.000 
roubles 

The analysis of the soviet expenditures shows that the share of science expenditures 

in the state budget was within 3,4 - 4,5 % during 1970-1989 while in USA this figure was 

7,9% of the total federal budget and in 1991, it is planned to increase this share to 8,6 %. 

The cost of. military-oriented R&D accounts for a considerable part of the total 

science expenditures. We do not have exact data concerning military R&D in 

Czecho-Slovakia or Poland, but the soviet data is now available. In 1989 in the USSR, 15,3 

Bin roubles were spent for these purposes while in USA, $ 37,5 bin or, respectively 71 % 

and 62 % of the state allocations for science. 

Until recently, the USSR has been spending for the civilian science 4-5 times less 

than Americans. 

As for the equipment and machinery utilized in R&D, the available data of the latest 

survey carried out in the USSR demonstrate that the majority of scientific institutions of the 

USSR accumulate a large number of physically and morally obsolete equipment. 20,8 % of 

this machinery and equipment are more than 10 years old including one fourth of them older 

than 20 years. According to the same estimates, the overall demand for the scientifc 

instruments in the USSR is satisfied for only 20-25 o/o. 
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The combination of these and other factors, has led to the steadily declining in the 

efficiency of scientific work in the USSR. If we look at the number of Nobel Prizes awarded 

·to Soviet scientists from 1946 to 1985 and their percentage of total Nobel Prizes we will 

agree with this statement. 

Table 4 

Number of Nobel Prizes awarded to Soviet Scientists 

Time period Number of Percentage of 
Nobel Prizes Total Nobel Prizes 

1946-1960 4 11 % 
1961-1975 3 7% 
1976-1985 I 2,5% 

Let us try to formulate those common features of the East European Science and 

technology systems which exerted negative impact on the development of science in those 

countries and did not allow, after all, to keep their place among the most advanced nations. 

The first and foremost common characteristic was serious democratic deficits, 

excessive state involvement in all aspects of scientific life, strong politicization of science 

which extended to the substitution of science by ideology. The "prestige" considerations for 

the development of science and technology were more important that the requirement of 

economy. To generalize the situation, it is possible to say that science in those countries was 

separated from economy and society. 

The second important feature that stemmed from the centrally planned type of 

economic activity and the rigid administrative and financial control was the organization of 

R&D. R&D system of East European countries was directly determined by the existing 

economic system. It followed the organization of economy with it "Branchdom" syndrom. As 

a socio-economic phenomenon Branchdom means the stratification of the economy into 

rather isolated sectors operating in the monopoly mode and being managed and controlled by 

highest party-government management levels (Ministries and committees). 
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The similar branches existed in the R&D organizational structures. 

Basic research was a responsibility of the Academies of Sciences created after a Soviet 

model. Academy was organized by the type of Ministry of Science, ruled by the Presidium 

responsible to the plenary meeting of academicians. The organizational principles, 

decision-making process, financing and resourse allocation procedures were similar to those 

in industrial ministries. However, the important difference from industry was that the same 

people (academicians) that occupied the posts in the major governing bodies (Presidium) 

were at the same time the directors of Research institutions. Therefore, the whole power 

(financial, organizational and executive) was concentrated in the hands of the small group of 

academicians. This led to a situation in which science, being a specific sphere of social 

activity, turned increasingly into a closed system of its own - with all the attendant negative 

consequences such as scientific monopolism, promotion of group interests, personal stagnation 
'i'l 
and poor management. This situation was typical for the Soviet Academy of Sciences and the .. 
Republican Academies, but I believe that similar syndroms might be traced in the academic 

societies in other East European countries. 

Applied or industrial research is performed by the Brunch research institutions 

affiliated to the Ministries. These institutions were big (500-1000 employees in the East 

European countries and 2000 - 4000 in USSR). The major part of their financing came from 

the State budget through corresponding ministries. Being the monopoly in their brunches, 

these institutions were interested neither in gaining the market where they were the only 

suppliers nor in the profit maximization. In order to maintain technological level of their 

products and in particular in the field of military-related indsutries, these R&D 

establishments, however, received funds, human resources and modern equipment at the 

expense of civil or non-prestigious industries. This lead to the deep polarization between the 

prestigeous and non-prestigeous sciences - another common feature of East European 

science. 

Universities of the East European countries play a much smaller role in R&D that 

they usually play in other parts of the world. Until' recently, R&D was a side activity of high 

school establishments in Eastern Europe. Their main task was teaching. 

Another important feature of centrally planned system is strong inter-branch and 

inter-organizational barriers. Basic and applied sciences are separated from each other by 
' organizational autarchy of Ministries and the Academie(s) of science. The coordinating role 

of the central bodies - State Committ~es for S&T which worked under control of the Central 

Committees of the ruling parties was strong on the paper but rather week and poor in reality. 
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The organizational barriers between· industries, High School and Academy the artificially 

high level of restrictions and secrecy in their work · splitted scientific community into 

different groups. The economic mechanisms of innovation diffusion have not worked in 

those conditions. Introduction of innovations, distribution of fi.!Jancial and human resources, 

equipment - everything was determined by the priorities set by the central authorities. 

The only exclusion was military science and industries, so-called military-industrial 

complex (MIC). This sector that concentrated the most talented scientists, the best equipment 

and most skilled engineers and qualified workers, received in 1980 about three quarters of 

total State budget's allocations for R&D. This sector in the USSR had and still has the 

educational institutions of considerably higher level than the average High School 

institutions, its own communication systems, construction systems, _etc .. Various economic and 

non-economic measures were used to provide stable reproduction of skilled personnel: 

competition, higher wages, direct allocation of social benefits). Ministries and entreprises of 

MIC, contrary to civil industries were interested in innovations. There existed a competition 

inside MIC between various firms to get government orders for R&D. 

The next distinguishing feature of science and technology system in the former 

socialist countries was the overwhelming centralization of all types of funding. The State 

Budget was the major source of financing of all types of R&D institutions. The contract 

system of financing played unsufficient role. 

The structure of scientific personnel in the majority of East European countries dit 

not satisfy the requirements of technological change. Contrary to the world-wide trends, 

share of specialists in mathematics, computer sciences and physics during 1976-1986 has 

decreased in the USSR while in USA during the same period the number of scientists in the 

fiels of m.athematics and computer sciences have increased respectively in 2, 7 and 4, 7 times. 

The age structure of R&D staff was also worsening. The proportion of persons in the age of 

less than 40 years among the USA Ph.D's in 1985 was higher than among Soviet's. It was a 

result that the number of postgraduate students in the USSR during 1970-88 has decreased 

by 4.1% while in the USA in 1980-88 it has increased by 16,9%. 

The most important lag is noted in the information services. According to some 

estimates there exist over 3 thousand public data and knowledge bases in the USA while, say 

in the USSR, one can counted around ten of such databases. 

The library of Harvard University is known to receive 106 thousant periodicals, while 

the best Soviet library on natural sciences which serves to 250 research academic institutions 
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rli:'~ives only 4 thousand of periodics. The situation continues to deteriorate m an East 

European countries. 

An of the above-mentioned characteristics explain, to some extent, why the 

mechanism of technological change in centrany planned economies is of an imitative 

character. The innovations introduced in industries including those in Military-Industrial 

Complex mainly replicate those produced by so caned "potential enemy", but substantiany 

Jagging behind the "enemy". 

Attempts to remedy the situation have been repeatedly made in an East European 

countries. 

In Hungary, for example, the economic reforms of 1968 abolished the institutional 

ihtluence of central planning and the market mechanisms have been introduced in economy. 
m 

As result new conditions were created for R&D institutions. Science Policy of 1969 stated 

that the scientific activity should serve the economy by contributing to its efficiency. New 

financing mechanisms were introduced. The amount of central subsidies for research 

institutes was frozen at the existing level and a system of contracts with outsider companies 

was introduced. 

However, the reform failed to evolve as originally expected. The enterprises and 

firms operating in the "economy of shortage" have not been interested in gaining the market, 

since everything can be sold because the demand can never be saturated. They did not have 

to fight for the buyers by improving the quality of product, by reducing its price or by 

introducing new products. According to some studies the proportion of new products in the 

state owned sector of Hungary in 1981-1986 had been very low, only 1,5 % approximately 

yearly and over 90% of an products turned out to have been unchanged for many years. 

Taking this I ,5% into account, it would take some 67 years to achieve complete replacement, 

while the same cycle for the electronic industry of OECD was 6 to 10 years in the same 

period. 

Even two decades after these economic reforms, Hungarian R&D institutions and 

enterprizes are still not operating in a genuinely competitive environment which is 

aggravated by frequent changes in the system of economic regulations, problems of budget 

deficit and hard currency dept. 

The similar attempts have been made by an countries of East Europe, but they 

unfortunately failed. The recent political changes in those countries have paved the way 

- __________ _:___ _______________________ _ 



- 8 -

. towards. radical dismantling of overcentralized economies and . corresponding changes m 

managing scientific and technological resources. 

Poland for example made a very radical and rapid move towards market-economy 

since January I 990. The short and long term economic programmes aimed at stabilizing and 

transforming Polish economical system were adopted. The changes were also introduced into 

R&D sector: Abolition o'f fiscal incentives for R&D, abolition of the central R&D Fund, 

introduction of direct system of financing from the State budget under the authority of 

Scientific Research Committee, reduction of the share of government in financing of R&D, 

liquidation of major national R&D programmes. Only several strategic governmental 

programmes and a number of small research projects remain. Competition and peer-review 

system for project selection was also introduced. 

In Bulgaria, where the real financing of R&D from the state budget scaled down by 

50% in real term, the governmental Decree of March 1991 announced the strict policy 

measures: 

- reduction of research staff by I 0% 

- introduction of self -financing for research units 

- structural and thematic changes in R&D programmes. 

As a result Bulgarian Academy of Sciences cut down its staff by 1.300 researchers, 

two laboratories were closed. 

" The management system of Romanian science is under reorganization since I 990. The 

former National Council for Science and Technology was abolished and the debate are going 

on about the future of the Romanian Academy of Sciences. A consultative Board for R&D 

was created for debating the major issues of S&T policy and allocation of funds. The Special 

Fund for R&D created by levying a tax of I o/o on profits of state economic units is much 

below the maintenance cost of the existing research units. Some of them are on the edge of 

being dissolved. 

The long-standing Yugoslav self-managemenfexperiment has also failed. In 1986, the 

Federal Assembly of Yugoslavia accepted a resolution on strategy for technological 

development. It called for the year 2000. By I 990 it was to reach I ,5% of GNP. 

System of self -managed communities of interest for science is now being replaced by 

ministries for science. Statistics indicate that while in the late 60's Yougoslavia was in the 
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strhe group with Austria, Hungary and Spain, now it is at the bottom of Europe, together 

with Romania and Albania. There is a large brain-drain, students are leaving a country even 

before graduating. 

The perestroika in the USSR began from the attempts to overcome the steadely 

increasing technological gap between soviet and market countries economies. 

According to some assments the technological gap in major industries increased from 

10-15 years in the middle 50s to 20-30 years in the middle 80's. It certainly have been 

increasing in high-technic sector. This was inspite of the fact that the number of research 

institutions (units) increased in the USSR by more than a thousand units (from 4,196 to 

5,307) over a period from 1960 to 1972. 

Starting from 1987 a radical stage in the transformation of societ science has been 

initiated. The central control over R&D institutions was considerably relaxed. Scientists and 

engineers have received the right to set up research groups, to unite themselves into 

associations, unions, R&D cooperatives. A series of legislative acts, which made legal grounds 

for enterpreneurship in the USSR have been adopted. This led to the beginning of new 

sector in R&D - the cooperative and public one, which has never existed before. 

By October I, 1990, 12,2 thousand science-technological cooperatives were established 

with 284.1 thousand employees working for these cooperatives. To them .might be added 

around 750 centres of R&D activity of youth and 1274 joint ventures of Soviet and foreign 

partner-firms. Thus, the total number of small innovation firms in the interpreneurial sector 

of the USSR was around 13 thousands by the end of 1990. Their sales in 1990 made up 0,4% 

of GNP (about 4 billion rubles). 

While this semi-privat sector of R&D is flourishing, the academic and industrial 

sectors of R&D however experiences very hard time. The collapse of State Budget, non well 

grounded legislative measures produced heavy blow on R&D sector. The State Budget 

revenues at the first quarter 1991 were 70% smaller than planned. Most of the Republics did 

not payed their contribution to the State Budget. The tax revenues were also lower than 

planned because of decrease in production. 

At the system of the highly centalized financing of R&D like the Soviet system is, 

the above-mentioned budget deficit could not but only resulted in sharp decrease of R&D 

financing. The military R&D were the major victim since the cut off in military expenditure 

was effected mainly at the expense of R&D carried out in this sector. In fact, expentidure on 
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.R&D in MIC decreased by 33% in real term at the period from 1989 to 1990. This year 

many research institutions in MIC do not have enough· money to maintain wages of their· 

research staff at sufficient level. 

To prevent mass bancruptcy of industrial research institutions, the Government has 

recently decided to set up in eacy industry special non-budget funds for R&D financing. 

Unemployement in science is becoming a reality in the East European countries, 

starting with the former GDR and expanding to all former Cl'viEA countries. The 

"Brain-drain" process is gaining its strength, while the influx of young researchers has been 

considerably reduced. 

Generally speaking, East European science is a unique cultural system with its 

inherent mode of thinking and specific approaches to the solution of scientific problems. The 

system was formed as the natural product of centrally-planned economy combined with a 

specific ideology. Both are now in ruines and veritable calls for the safeguarding of this 

cultural system are coming from the intellectuals of those countries. The role of international 

scientific community in this cultural rescue should not be underestimated. 

What could international scientific community and its international organizations do in 

order to assist the Eastern European countries to transform their science and technology 

systems with the least possible losses in terms of human resources, time and money ? I would 

propose the following directions of the rescue work based on the results of analysis made: 

1. R&D in the East Europe is in a deep crisis. World experience shows that the way cut 

of the crisis is in mastering of innovation stream. However, the sharp drop in 

resources for innovations will not permit quick remedy of the situation. Currently 

anti-innovation economic and social climate is dominating. Time is needed to 

introduce the economically-sound management in R&D system. This should be done 

on the basis of the deep theoretical understanding of the processes which go on in the 

society. 

Assistance in better and deeper apprehension of the most important factors 

influencing the development of modern scientific and technological systems, interplay 

of those factors, the role of State versus the Market. The subject of such 

apprehension should be the far-reaching changes in the nature of science and 

technology policy. The shift from science policy towards innovation policy is the most 

important trend that should be studied and realized by the scientists and 
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policy-makers of the East European countries. The new methods and instruments of 

such policy including social assessment of science and technology, public adjustment 

of clashes of interest among the producers and users of innovations, political 

·unification of interests on the part of scientists, engineers, businessmen and the 

general public should be developed. In other words, science should restore its broken 

links with economy and society. 

It is not a secret that due to imposed restrictions and the short-sided policy, scientists 

of the East European countries were not only be able to participate in the intellectual 

debates on all the above-mentioned subjects of science and technology policy, but 

also to be aware and to follow these debates due to lack of information available to 

them. The national science and technology policy of the East European countries was 

based rather on ideological slogans than sound theories and results of research. 

To improve the situation as soon as possible is a first and foremost task of 

international organizations. With this purpose in mind, UNESCO, in cooperation with 

the International Council of Science Policy Studies, has recently started a project on 

"Transformation of Science Management Systems of East European countries during 

their transition to Market-Oriented Economies". The project should analyze the major 

problems and formulate concrete recommendations addressed to scientists and 

policy-makers of those countries. The first meeting was held in Budapest last June. 

International Institute of Applied Systems Analysis (IIASA) launched a project 

on "R&D Management in the USSR in transition to market economy". Two 

conferences took place in 1990 and 1991 in Laxemburg (Austria) and Moscow 

(USSR). 

2. The transformation of the existing systems are to be made by people. The most 

important drawback is the lack of professionals duly prepared to perform this task. 

The ignorance of scientists and engineers in business and management areas is the 

major obstacle in the way of developing the enterpreneursial spirit in R&D sector. 

Long domination of the command - and administrative system - led to the formation 

of the specific economic culture (I would better say "anti-culture") in the East 

European countries. 

The task of developing true .economic culture by means of training, exchange of 

specialists, organizing of courses in marketing, and staff management, and like, 
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organizing the visits of East European specialists to study and to have practise in 

foreign firms, companies, banks, business schools, is a task of the primary urgency. 

Personnel training is to become an inseparable element of each technological project 

and programme to be carried out in East Europe. 

The Commission of European Communities, in cooperation with UNESCO, might 

play an organizing role in such massive training of the specialists from Eastern 

Europe. 

3. The High School in East European countries should be substantially reorganized. The 

close University - Industry ties are the distinguished trend in the industrialized 

countries experience. University departments there carry out not only research 

activities in Basic Sciences but also are undertaking research for firms on much larger 

scale. In many universities, new firms have been prolifirating in high-tech sectors and 

these firms are often set up by researchers working in universities. Recent survey in 

France listed 145 firms, launched mainly in 1984-87 which had developed out of 

university laboratories. Such development is still rare in the East European 

Universities and the duty of UNESCO and other intergovernmental organization is to 

assist in the reorganization of the higher education sector. 

4. The ongoing international efforts in the process of converting the military industrial 

complex to the much needed civilian uses requires an attention on. the part of 

policy-makers of certain countries of the Eastern Europe. We can expect increasing 

pressure from politicians, scientific communities and the public at large for military 

industries. A rational conversion of the military sector should be also regarded as an 

efficient way of preserving scientific and technological potential from beeing lost. 

This potential should be better used for the foundation of S&T intensive R&D in 

non-military sectors of economy. The highest monopolization of the military 

industrial complex gives chances to concentrate big resources for the technological 

break-through. Joint efforts to realize conversion is a perspective line of 

pan-European co-operation. In 1995, 45,8 % of the R&D resources of the military 

complex of USSR are supposed to be focused on the implementation of the 

civil-oriented R&D (against 29,6 % in 1989). This represents promising opportunities 

for international cooperation. 

UNESCO, in cooperation with the UN Center for Science and Technology for 

Development, will organize the series of the international conferences, involving the 
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participation of scientists, and decision-makers from industry and government. The 

first of them will be held in Dortmund, Germany, in February 19,92 and be devoted 

to "Conversion opportunities for Development and Environment". 

5. The problem of "Brain Drain" requires special attention on the part of international 

community. UNESCO, through its Regional Office for S&T in Europe, is working on 

this problem. A better utilization of the scientific resources through the government 

support systems of international co-operation, different from individual emigration 

and employment, is one of the possible solution of the problem of Brain Drain in 

Europe. 

My last remark: 

The policy-makers from the East European countries should entrust neither to the 

market nor to foreign investors, responsibilities for deciding which of their industries would 

prosper and which would fail. After euphoria about political and economic emancipation is 

over long-term strategy of scientific and technological development of those countries as a 

base for change-over from centrally-planned to market-driven economic system has to be 

adopted. 

The formulation of this strategy requires the combining of wide national efforts with 

the experience and assistance from outside world. 

UNESCO, like other intergovernmental organizations, is ready to play important role 

in this process of economical revival of Eastern Europe. 

'. 
' 
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Reir.teoration into the world econom;· 

During the oast few decades, a new world economic system 

based on interdependence and integration has emerged. The 

process of ihternationalization the growth of 

intensive economic cooperation contributed tremendously to 

the increase of efficiency and welfare in the participating 

the industrial countries is without exception based on 

intensive international economic cooperation, enabling 

complex exploitation of the advantages of the international 

division of labour. High levels of development and full and 

organic integration into the world economy are inseparable 

processes. This thesis is mostly true, inspite the fact, that 

the interdependence in present world economy is highly 

asymmE?tric~ there are substantial negative processes hiting 
' ~ -. 

basically the developing countries, some regions and 

countries are at the loosing end of international division of 

labour and get more and more into a peripheral 6osition. The 

autarkic experiments in the past decades, however:- have all 

failed, and only those developing countries have been able to 

close up. which entered into intensive international 

cooperation and more or less successfully integrated into the 

.global economy. 
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As a result of maintaning closed systems of burocratic 

olanning and management, Central and East European countries 

widely drived 
1 

themselves from the trc>mendous above 

advantages. The present state of East European economies, 

their lower efficiency and level of development, therefore, 

can be attributed basically the the lack or improper 

integration into the world economy. In other words, the world 

economic isolation of CMEA countries is one of the basic 

reasons for their backwardness. Lasting economic progress tor 

the reforming countries of Central and Eastern Europe is 
2 

unthinkable without more intensive links to world trade. 

According to World Bank es(imates, "over the last four 

decades, had the East European countries pursued economic 

policies similar to those of Western countries, 
3 

their 

capita income would be one-third higher.'' Therefore, 

per-

the 

world economic integration is of utmost importance for these 

countries, should be emphasized no less than domestic issues, 

and is not an option for Central and Eastern Europe (ideas 

about the ''Third Road"'), but an absolute necessity . 

Transforma t. ion stra tegi e~ t:or: cen trati-ng or: .':·markE ·: i 2 a tion !' 

privatization and democratization have to be implemented 

under the circumstances of serious economic crisis in Eastern 

and Central Europe. Most of the countries are heavyly 

indebted and the debt servicing is possible only at 

decreasing investments and living standards already tor many 

years. These countries mostly missed the technological 

revolution since 197os and their economic structure have 
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become more ande more outdated. The infrastructure and the 

service sectors have been traditionally neglected by the 

"planned" development policies, and the environment has been 

poJ 1 uted beyond the assumed proport ior.s. Due to severed 

special factors (collaps of CMEA-trade, effects of Gulf war, 

internal political and etnic instabilities, etc) these 

countries are in deep recession, and now they have to cope 

with drop of production, rapidly growing unemployment, high 

inflation, budgetary and external deficits. 

Cer.tra 1 and East European countries therefore now face 

the broad and complex tasks of 
•" 

transforming~ consolidating 
...•.. ~·. 

~nd modernizing their economies and societies, which have to 

be solved paralelly in historically short time. The process 

is basically a question of domestic and political reforms, 

but externally it is mainly a function of integrating these 

countries into the world economy. 

Close cooperation with highly developed regions is of 

sepcial importance. Experience over the past few decades has 

more or less proved that less develooed countries can achieve 

satisfactory;'development only by cooperating and inter~cting 

·with developed region and partners. The policies of 

selfrelian~e have produced limited and highly questionable 

results, and the regional integration efforts of some less 

developed countries so far have not disproved the above 

assertions. Of course,· there are no such mechanisms, whi cl", 

guc.rc:.ntee, that integration with the developed countries 

brings only benefits and the catching up is automatically 
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se-cur·ed. On th~ contr~ry~ the global m~rket mechanisms 

basicly tend to increase gaps between more and less developed 

and some countries suffered great losses due to world market 

developments. On the other hand, it is recognized, that the 

modern technologies, management and marketing technics, 

capital resources and gains from intern-company cooperations 

can only be obtained in cooperation with developed regions. 

Through regional integration, the EC countries have 

established themselves as canters of the world economy with 

high levels of development, and implementation ~f the 

internal mark :et program ir· 1S'9.2,.~cou 1 d further increase the 

attractiveness of the region. The EC integration has widely 
·T'~ 

exploited the advantages offered by close economic relations, 

particularly the "st~tic" comparative advantages (cost 

differences) in the framework of a common market. Since the 

1970s, however, the emphasis has shifted to dynamic 

comparative advantages (innovation and increasing 
-~-v .. 

efficiency), and as result of the technological revoluC:i:"on, 

the structural advantages (product innovation, 
.. :--:: 

technological 
..... · 

sophistication), gained increased importance. ···Creating an 

internal market in 1992 is a complex answer to that 

challenge; the EC can be a model for eliminating or reducing 

structural protectionism (such as specific standards, 

techr.ical or environmental prescriptions~ etc.) on a wider 

basis in world trade. 

For the Central and East European countries, the 

development of close and complex relations with the EC is of 
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str~tegic importance. The EC is not only the most attractive 

p~rtner geographically, culturally and economically, but also 

serves as the gateway to the world economy. It is net by 

chance, there>fore, that the> East and Central European 

countrie>s are> seeking association with the EC and most of 

them declared that they are perspectively hope to be accepted 

as full members in the Community. 

Helpino the reforms 

Due to .emerging political changes, particularly in Hungary 

and Poland, the OECD ·countries (Group of 24) committed 

themselves to he>lp promoting the processes of transformation, 

and leaders of the Group of Seven asked and authorized the 

Commission of .the EC to coordinate a specific support program 

for Hungary and Poland at their July 1989 meeting. 

This was an extremely important development in terms of 

political prestige and in recognition of the special role thE? 

EC plays in the recontruction of Central and Eastern Europe. 

' ... The special action plan of the EC <PHARE-Poland' and 

Hungary: Aid for Reforming Economies) 

Poland was announced on September 26, 

to help Hungary and 

1989. PHARE envisioned 

financial support to the two countries ih the form of food 

aid (to Poland only), joint investment, and assistance in the 

fields of environmental protection and management training. 

The European Investment Bank offered ECU 1 billion of credit, 

which is guaranteed by the EC budget as well. Contingent on 
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IMF approval of an economic policy package, Hungary will 

receive a $1 billion bridging loan from the EC to deal with 

the structural balance of payment problems for five years. In 

fact, in order to ensure broad coordination of policy by the 

Group of 24 members, the conditions for financial support are 

that the two countries must come to terms with and meet the 

requirements of both the IMF and the World Bank. The 

assistance of individual countries of the Group of 24 is 

varying 

Finland, 

projects, 

(the main contributors are Germany, ·Japan, the US, 

etc.), and it includes financing for certain 

support for foreign investments, export credit 

~ guarantees, education and training, investment in protecting 

,A· the environment and in the energy sector, ect. 

The PHARE program offered several trade policy concessions 

to the two countries. On January 1, 1990, the EC eliminated 

all quantitative restrictions, five years earlier than had 

been designated 

z:. agreement signed 

by the Hungarian-EC trade and cooperation 

in 1988. The quantitative restrictions 

If" remain in force only in the fields of voluntary export 

mutton, etc. ) , but the c{uDta.s 

there were also increased (by 13 Y. and 23 Y. in Hungary and 

Poland, respectively, for textiles in 1990). These measures 

affected 1,700 products, amounting to about 4 Y. of Hungarian 

exports to the EC. In addition, the Generalized System of 

Preferences IGSP) status was extended to these countries, and 

for a broad range of products they now enjoy free access or 

preferential treatment. The 1988 agreement, which applied the 
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principle of MFN treatment by mutual consent, put Hungary on 

an equal basis with developed market economies such as the US 

or Japan. Now this status has changed, and Hungary and Poland 

are categorized as developing countries. The tariffs on some 

Hungarian agricultural products. (goose liver, onions, 

cherries, ect. l , were also reduced. In 1989, Hur.garian 

imports from the EC amounted to S2,55 billion (25 X of all 

imports), while Hungarian exports to the EC amounted to S2,41 

billion (23 X of total exports). Due to these preferences and 

also to co!laps of CMEA relations, Hungary was able to 

~ncrease its trade with EC rapidly, and to the middl~ of 1991 . . ... ..... , . 

the EC share has already exceeded 4o per cent in the 

Hungarian import and export as well. Later, PHARE was 

extended to all East and Central European countries except 

USSR. 

In June 1991, the creation of the European Bank for 

Reconstruction and Developmnt (EBRD), an organization 

designed to expedite the transformation and economic 

consolidation of Central and Eastern Europe, was inaugurated. 

The initial :;,-capital is about ECU 10 billion, and· after 

~pproval and settling the technical-operational problems, the 

EBRD is schedulded to begin loan operations in 1991. The 

Bank's financial supporters include the Group of 24, six 

Central and East European countries, the Soviet Union and 

some other countries (a total of 42 countries, including some 

developing countries, expressed interest in the bank). The 

primary objectives of the EBRD are financial revitalization 
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and expansion of the pr-ivate sector- in ihese countr-ies, 

suppor-t the cr-eation of joint ventur-es with the par-ticipation 

of Wester-n capital, and contr-ibute to infr-astr-uctur-e 

development. 

Road to Association 

The idea of mor-e closely connecting Centr-al and East 

Eur-opean countr-ies to pr-eviously established Eur-opean 

or-ganizations (par-ticular-ly the EC, but also EFTA), was 

r~i.sed already in the second half of 1980s. As a. way of 

~·. . .... ·. . .... 
· '''r-etur-nirig to Eur-ope,'' the possibility of full member-ship in 

Y the EC has been discussed br-oadly in some intellectual and 

political cir-cles in most of the East and Centr-al Eur-opean 

countr-ies alr-eady in 1989. On the EC side, the idea of 

association was r-aised in the autumn of 1989 by several 

leading EC politicians (Helmut Kohl, Jacques Delor-s, Hans-

Dietr-ich Genscher-) ; and the most specific pr-oposal was 

••• offer-ed by for-mer- Br-itish Pr-ime minister- Mar-gar-et Thatcher-, 

who in 14, 

'1989 pr-oposed a ''Tur-kish type'' of association for- the 

inter-ested Centr-al and East Eur-opean countr-ies. 

Officially, the idea of offer-ing association to these 

countr-ies· was r-aised in ear-ly 1990, but it was str-essed that 

the implementation of the mo.r-e pr-essing EC integr-ation plans 

5hould r-eceive absolute pr-ior-ity (the ''deepening'' pr-ocesses-

internal market, monetar-y union and.political integr-ation). 
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The official decision on the issue that opened the way for 

concrete and practical preparation was made at the Dublin 

summit meeting of EC leaders on April 29 1 1990: "Discussions 

will start forthwith in the (EC) Council, one the basis of 

the (ECl Commission's communication, on Association 

Agreements with eacch of these countries of central and 

eastern Europe ~hich include an institutional framework for 
4 

political dialogue.'' 

In general, trade liberalization should be the 

center~iece of any association of Central and Eastern Europe 

wit!) the EC. Such assoc.iation agreement can follow tr.e 

ui ':rE-_.,t{es · · s·:tnged ··with 

(clause 238 of the Treaty of Rome), which recognize the 

differences in levels of development. Therefore, asymmetric 

liberalization measures may be implemented during the 

transition period, eventually establishing-a full free trade 

area between the affected regions. On the long run, however, 

the free trade arrangements should be symmetrical, albeit 

implemented gradually, with full liberalization of the 

. Central ·and Eas,t, .-European economies as the final- goal. ,_ .. 

Otherwise, these countries would deprive themselves of market 

benefits and impulses, which are essential for reconstructing 

and moderni2ation the economies. The association agreements 

would also leave relatively broad freedom for the 

exploitation of alternative external arrangements (with EFTA 

or other regions). 

The negotiations about association of Czecho-Slovakia, 

10 
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·'• t 

Hi.,·ngary and Poland started in the autumn of 199o and they 

may be completed after one year of hard bargaining. Meantime, 

due to economic, political and etnic problems, Eastern Europe 

was splited, and for several reasons the possibility of 
• 

association of others !Romania, Bulgaria and Yugoslavia) was 

postponed. On the other hand, the row for association has 

broadened with Albania, Estonia, Latvia and Lituania, and the 

Baltic states have fairly good chances for early association. 

As far as the problems of transformation, consolidation, 

restructuring and adjustment to the requirements of 

integration should be paralelly solvE?d, the transition. to 

the fu 11 association will be long for the region . 

Politically, Hungary has made it clear several times that 

the country strives for full EC membership, and this 

aspiration is broadly supported by a 1 1 major poLitical 

parties. The new, democratically elected government stated on 

May 22, 1990 that Hungary ''is committed to the idea of 

Europen integration'' and it aims at gaining ''membership in 

the European communities'' in the next decade. The concrete 

~ppeals to other Europen countries for several reasons. 

Hungary has strong tradicional cultural • devotion to, and 

relations with, France, Italy and Germany. The EC is 

considered a realization of traditional Europen political and 

moral values. There are major expectations for economic 

improvement and for the stabilization of the democratization 

processes once a country has joined the EC, and inspite their 

11 



di fi icul ties·, the examples oi Greece, Spain and Portugal 

are considered ~s success. There is deep conviction, 

particularly among Hunsgrian intellectuals, that the country 

traditionally and historically belongs to Europe, and a 

stable and prosperous Europe can be achieved only through 

unification. Similar aspirations for full membership have 

been spelled put in all of the other Central and East 

European countries. 

Costs and Benefits of EC Association 

' . ot"~ .. -·t,-'*1'". 

with~th~-~C- Cw~ict1 also ~pply 

to similar arrangements with EFTAI can be compared to those 

that have arisen in different forms of market integration 

(free trade areas, customs unions or common ··markets). They 

can be further extended by several additional measures. The 

frameworks and ongoing coordination between the. 

partners could stabilize and balance Central and East 

European economies in a mutually beniiical way . 

.. ","' As a result of the. closed ·character of the. East. -Euro;oean . . 

economies both structurally and institutionally, there are 

large potential "static" gains (latent comparative 

advantages). A free trade association may enable them to be 

explnited on a large scale, making it possible for producers 

and consumers to optimize the cheapest import sources both 

for production inputs and final consumption. This could lead. 

to ''trade creation'' in both directions (replacement of 
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ineffrcient and expensive domestic production by cheaper 

imports), and these ''static'' efficiency gains could be 

substantial. In the areas where Hungary has a comparative 

advantage, export possibilities can be opened, and a 

conscious exploitation of them (proper marketing strategies, 

flexible adjustment to market changes) could secure a 

satisfactory external balance for the country. Parallel free 

trade arrangements with other organizations (members of the 

former CMEA or the EFTA) would assure that the· diversion of 

trade. from former partners would be minimal. 

Sy. opening domestic markets, extremely monopolis.tic 

t market st~uctures can be broken up, and real competitive 

market conditions can be created. This development would be 

e~.tremely important: thus far, the reforms geared toward 

marketization have often failed to produce the anticipated 

benefits, because the monopolistic market positions have not 

been eliminated. Under these circumstances, profit was a 

function of market position rather than of increasing 

efficiency. 

monopolistic 

Market competition could lead to cc•tting 

eliminating 'sho!""'i:.o.ge~, 

improving the quality of goods and improving efficiency 

overall. So far Hungary has implemented some one-sided import 

liberalization measures; the opening can become mutual 

through.free trade asssociation. 

Market competition and direct company contacts with 

Western partners would introduce technological progress and 

transfer modern technology and structural change. 

13 



BL1reau~ratic centr~l planning and the monopolistic position 

of state-owned enterprises were accompanied by unreasonably 

slow technological development, a lack' of interest in 

innovation, and the general strL>ctural rigidity of 

economy. Revolutions in technology have made drastic cost 

reductions possible (for example, computerized systems of 

organi2ation, new management structures, organization of 

cooperating partners outside the company). They have also 

led to radical transformations of services and 

infrastructures (new information techniques and communication 

systems). The Central and East European countries have missed 

much of this development, and the gap in f~vor of Western 

countries has increased. As a region, Central and Eastern 

Europe is no longer competitive, and the; region has 

squandered market opportunities (to the benefic of NICs, 
,· 

especially in Asia); this was one of the important factors 

leading to the external and internal difficulties·· (including 

external debt). There is no doubt that renewed emphasis on 

technology is of utmost importance; technol og,i ea 1 and 

stru~turai modernization could help reap trementious,"benefits 
I 

·once the market is adjusted. 

The so-called dynamic effects of market integration can 

be exploited through association. Large open markets can give 

scope for utilizing economies of scale and reduci~g costs in 

different fields of production. Technological progress, 

productive cooperation, and specialization in supplying 

components and certain service lead to dynamic comparative 

14 



advantages. Extensive participation in transnational company 

relations can increase microeconomic efficiency and ensure 

better acces to global markets. These advantages can be 

extended by eliminating barriers to trade and cooperation (as 

will be done within the EC in 1992). 

The larger markets can attract joint ventures and 

private capital investments. In the framework of market 

integration, capital resources can be mobilized and better 

allocated (particularly in common markets). The trade and 

flow of technology, and related capital movements, are 

interconnected. 

-~-be-tter' placed 

With larger markets, nat1onal 

td overcome structural and 

economies are 

institutional 

bottlenecks in capital supplies. In this respect, Hungary's 

participation in the 1992 measures would improve 

opportunities and competitiveness. 

An association may also improve the macroeconomic 

performance of the country in many respects. It is generally 

assumed that the dynamic effects of market integration 

. _,,. 
increase growth rates. The growth process can be stabilized 

in some fields by coordination of policies. The structural 

change can help the nation better utilize its labor resources 

(thus overcoming unemployment). Monetary cooperation (some 

sort of ~onnection to the EMS or a monetary union) is, as the 

experience of some members an~ outsiders clearly proves, 

indispensable for stabilizing exchange rates, allowing for 

the convertibility of national currency, and it is necessary 
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from the beginning to check accelerating domestic inflation. 

An ~ssociation can improve the chances oi avoiding serious 

external imbalances due to integration into the world economy 

(through trade preferences and other support mechanisms). 

It must be stressed, that Central and East European 

(including Hungary) are not yet prepared at all in 

any respect for integration with Western Europe. The above 

advantages, therefore, are highly hipotetical and they may be 

exploited only after long and concious preparation and tough 

adjustment. It must be clearly seen, that association 

inv3lves several .dangers, and we must_ be fully aware of them. 

to benefits. Dangers include: 

1. Structural change based on and induced by marl'.et 

integration could lead to uncontrollable and undersirab!e 

economic and social consequences and tensions. The rapid 

elimination of inefficient enterprises and subse>quen~ 

bankrupticies could result in relative>ly high unemployment, 

which could be aggravated by institutional and 

infrastructural ·rigidities (immobility pf labor .. be>cause of 

~ousing shortages, e>ct.). The process can be> moderated by the 

asymmetric and gradual I i bera I i z.ati on measures of 

association~ though, and also by proper and comprehensive> 

dome>stic e>mployment and social policie>s. 

2. Structural change based on marke>t inte>gration may 

be subordinated to an undesirable extent by the> short-te>rm 

commercial interests of foreing companies, which may eve>n 
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reproduce the structural distortions on a new scale. The 

growing foreign company involvement may concentrate simply on 

the region's cheaper labor, while the high-tech capacities 

are not introduced. Foreign concerns might mostly invest into 

conjuncturally vulnerable fields, leaving the country in 

trouble during a recession. These investments may be limited 

to certain fields, leading to structural dependence of the 

country on the world markets. Or they could strengthen the 

edsting monopolistic structures instead of creating 

competifi~e environments. 

The association, therefore, must be ac~ompanied by 

-~""'comprehensive· national ·structural ·pal i·cies b<>sed ·on· ca'refu 11 y 

constructed preferences and incentives that consider the 

interests of both the foreign companies and the country. 

Recent experiences prove that these types of structural 

policies are absol~tely necessary in order to compromise with 

the foreign companies. The same idea applies to the necessity 

~- to avoid regional ~istortions due to market integration. 

3. Servicing the accumulating debt would require a surplus in 

Experience over the past few decades proves, however~ that 
.. 

market integration often leads to deterioration of the trade 

and payment balance, particularly in the case of a less 

developed country. This situation is certainly applicable in 

the case of a Hungarian association because of the structural 

weaknesses and inherited rigidities of the economy. However-, 

that can also be counterbalanced by unilateral liberalization 
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lby the EC) in certain fields, such as by directly supporting 

debt servicing or by acceleratin~ structural change with 

direct measures. The present level of indebtedness is the 

most crippling weakness and hindrance to entering into any 

e.ssociation~ and removing the debt will not be overcome 

easily in the short run. 

4. Market integration can also (depending on the economic 

policy 1 cause deterioration in the macroeconomic performance 

of the affected country. This is particularly true with the 

macrobalances, and not only the external balance. The country 

may suffer se-rious terrros of trade losses through 

force a permanent devaluation of the national currency, which 

could result in uncontrollable inflation. Ir.t I at ion and 

unemployment could force economic policy makers to set a 

course that is counterproductive from the point of view of 

consolidation and structural change. On the other hand, of 

course, the country may be compensated for these losses, and 

need for monetary cooperation beyond simple free trade 

associ at.i.on must a! so be stresses in this context. 

To sum up, an association raises both dangers and costs, but 

neither is totally unavoidable nor unmanageable. Some costs 

must be simply accepted, but they· are counterbalanced by the 

overall benefits of associatiori. Others (e.g., unemployment) 

can be treated by appropriate economic.policy measures, and 

the negative consequences can be reduced to a tolerable 

I eve I , It is, however, very important to stress that an 
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as.sociation · is not automatically beneficial, and 

comprehensive integration strategies and measures must be 

developed both at the EC and domestic poliry levels. 

EC Ir.terests in Association with the East 

West European countries are less enthusiastic about 

associatioh with Eastern Europe than the other way around. In 

the short run, Western interests are particularly weak and 

vag~te in many fields, and there are spheres where interests 

coroflict. . -..... : .... 

First of all, the political interests of EC in accepting 
·~· 

East European countries even as associated members are fairly 

contradictory. The reforms and revblutionary changes in 

Eastern Europe were received enthusiatically by the West from 

the beginning, it was hoped that the divi•ion by hostility 

and confrontation ea~ be replaced by cooperation and 

freindly relations. Under these circumstances, the 

trem~ndou~ costs and btJrdPns of militery confrontati~n cen b~ 
~.- .... ~. ' - -. 

saved, which in addition can be multiplied by the benefits of 

cooperation in every possible field. It is also broadly 

accepted that the East European countries by transf?rming 

into democratic societies must be integrated into the 

European unification process as full partners. At the same 

time it seems that the feeling of urgency of taking these 

countries ·into the democratic club of Western countries is 

far not so strono as it was in case of accession of Greece, .. _ ": 

·•' 
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Portugal Pnd Spain. Whil~ und~r th~ conditions of block 

confrontation in Europ~, th~ fairly b~Janc~d ~conomic pros 

and contras on both sidEs were unambigously overriden by the 

polit~c~J considErations in favour of Jetting th~se countriEs 

into the EC, by disapperance of block division, the some 

interests concerning Eastern Ellrope seem to have weakened. 

The changes in Central and Eastern Europe have ~Jso renewed 

the discussions about thE EC"s priority of "deeper-.i ng" or 

"enlargement·". There are c;nxieties and fears that any form of 

closEr relations (association or mEmbership) with the E~st 

mav ~ndanger the political integration ~nd the plans for 1992 
,. • 

internal market and monetary ltnion. The region is afflicted 

by SErious social, political, national and etnic conflicts, 

and the EC is clearly reluctant to take full committment ·for 

the security and the s~~bility of these countries. 

It is, however, stressed, that the goals of deepening and 

the integration with Central and Eastern Europe, 

necessarily contradictory and incomaptible. Though these 

countries are behind in marketization and privatization, most 

"" . -··.. . 
of them are roughly at th~ ~ame level of development as the 

Mediterranean members. As Portugese or Greek membership have 

not wrecked the EC, why should it be supposed that for 

example Hungary will. It must be also emphasisEd, that these 

coountries are equally interested in ~uropean unification and 

they h~ve no reason to torpedo the integration process. 

The dev~lopments of the last more than one year also 

indicate that the Central. and East European changes do not 
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hinder the process of European integration, 6n the contrary 

they gave new impetus for accelerating the implementation of 

plans for monetary union and political integration in the EC. 

Community offcials point out that the revolutionary changes 

in the East have highlighted the need and urgency to continue 

the procees toward a single market, and toward monetary and 

political union. as well. "TS"T The EC's role in the world 

affairs has been g~eatly up graded by East European events 

either concerning coordination of aid or recently in settling 

the Yugoslav crisis. The later one may contribute to the 

formulation of a security policy and role in the Community. 

·~~- In _economic terms, Central and Eastern Europe is stil 1 a 

marginal partner for the EC, and this situation will not 

change overnight. The former CMEA countries' trade with the 

EC was about 7 X of the EC's total trade, which equaled that 

of Sweden or Switzerland alone. Excluding the Soviet Union 

(more than half of that trade), the role of the other 

countries Was even more minimal. The six Central and East 

European countries have about 13o million people, and their 

.::ombir.:ed 

share for the 12 countries of the EC is more than 33 X. There 

are also asymmetries concerning trading relations among 

different member countries. About two-thirds of the EC's 

trade with Hungary takes place with Germany and Italy 155 X 

and 14 X of Hungary's EC imports, respectively). Taking into 

account the heavy indebtedness of these COLlntr ies ~ the 

chances of rapidly dynamizing this trade are rather bleak, 
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particularly in terms of Western supplies. lt must be 

stressed, however, that in the long run these disproportions 

have to be consdered potential assets rather than 

liabilities. 

The structural weaknesses of Central and East European 

economies create limits and counter-interests in trade and 

cooperation. Their exports are composed mainly of such 

materials and goods, in which the expansion of trade is 

limited by static demand, and also by inflexible export 

capacities. Due to fluctuating demand, these sectors are 

particularly vulnerable to cyclical changes. In the short 

run, Hungary·s export potential is mostly ~oncentrareo in 

such fields as textiles, steel and chemicals, which are 

considered ''sencitiv~·· products~ and thus are subject to 

protection in most countries. As ''crisis industries'', 

products often face fierce· competition both from 

European producers and from other developing countries. 

these 

West 

One of the neurargic points of any East and Central European 

future membership is agriculture. Most of the countries of 

the region have agricult~~al surpluses (potentially the same 

·applies to Romania or Bulgaria, which for .a while still have 

shortages) and many have comparative cost advantages. 

Therefore, Central and Eastern Europe is a serious threat to 

CAP both as a competitor and a candidate for budgetary 

support. 

Agricultural goods formerly accounted for more than half 

of Hungarian exports to EC countries, but now as a result of 
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othe~wise desi~able st~uctu~al changes (as well as the 

p~otectionist effects of th~ Common Ag~icultu~al Policy), 

this share is only a little mo~e than 15 %. Because of 

substantial and influential farm inte~ests in many EC 

countries~ this situation cannot be altered significantly; 

the ag~a~ian and ''c~isis industry'' lobbies of less developed 

membe~s will e~e~t the g~e~test ~esistance not me~ely to 

organization membership, but even to any association of 

Cent~al and East Eu~opean count~ies. This was well 

demonstrated by the ~igidity of France towa~d these countries 

concerning beef o~ goose liver expo~t, which p~o.ved that the 

~~li·~. ~-· EC is. reluctant to. ·give even minor and margii1a-l·:·; c:on.cessions 

to~ th~se countries in the ''sensitive'' fields. There a~e 

~ pa~ticula~ly st~ong secto~al counte~-interests (te~tiles, 

.furnitu~es, glass waren ,etc.) and fears against those 

concessions in the less developed membe~ countries. 

Of cou~se, the inte~ests and views of EC count~ies and 

people· a~e far from unanimous on these issues. Some a~e in 

.~ favou~ of the ove~all development of ~elations, and they see 

~ further Central and ~ast European integration P.ushing through , .. 

long ove~due r•fo~m and st~uctural changes in the EC. 

''Hunga~ian agricultural products have to find ways to EC 

ma~kets," according to Professor Victor Halbe~stadt of Leiden 

University~ ''and the East European develOpments will fo~ce 

the common ma~ket count~ies to refo~m thei~ ag~icultural 

6 
system more quickly than otherwise. Despite the wide-

ranging reforms~ these countries were until recently considered 
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as ''state-tr~ding'' countries~ and there ~re still fears abOLit 

possible unfair comp~tition and the hidden protectionism 

inherent in their syst·em. 

According to Berendt Von Staden, 40 years of communist 

mismanagement have rllined the economies of Central and 

Eastern European states to such an extent, and tempered the 

desire of a wide section of the population for achievement 

and risk-tav.ing, that it will take decades rather than years 

to make the Eastern countries capable of economic 

integration. Helping these countries will undoubtedly be the 

Community's most important European policy task for many -
year:; tD., come. 

satisfactorily, ho~Jever ~ only if it faces the countries 

concerned as a friend, able not only to act generously, but 

also determine the terms under which assistance stands the 
7 

best chances of success. Due to radical reform steps and 

political changes, however~ now Hunagry and Poland could be 

characterized more or less as market economies, similar to 

many Western countries. Though most other Central and East 

Europea~ countries are still behind in marketization. 

' 
some 

(the CSFR ·and, · of course, the former GDR) are rapidly -

catching up. 

The disappointing experiences of the past with respect 

to debt, as we I l as continuing political uncertainty in 

Central and Eastern Europe, have made many in the West 

recultant to give more extensive help. On the other hand, EC 

Commission President Jacques Delors stressed in a television 
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interview already in October 1989 that the EC feels obliged 

to help Central and East European countries, and it has the 

resources to do so. ''It'is in our interest, because if we do 

not help them, the political reforms in Poland and Hungary 

can easily fail, they can fall back into the cold night of 

totalitarianism with all of its consequences, 
8 

including the 

danger of a conflict." In a speech at the economic 

gathering of the CSCE conference in 8onn in March 1990, 

Italian Minister of Foreign Affairs Gianni de Michelis 

proposed . that the EC alocate $15 billion a year in aid to 

Central and Eastern Europe, which would mean setting aside 

~0,2S I. of Western countries· GNP for such help. He also 

,, 
argued that ''this relationship does not 

generosity and political solidarity, 
9 

interest." 

depend simply on 

but· on our self-

Though the aid to Central and Eastern Europe is seen 

Fess and less as a simple financial burden or a politically 

and economically uncertain .venture, the resources needed are 

G substantial and the EC could easily be financially committed 

~. be~ond .. ~{~ current cap~citi&s. Acccrdit'g to Delors~ 

six new democracies of the East get the same help under the 

same· criteria as the EC's own less-developed regions, it 

would require an extra ECU 14 billion a year in new EC 

resoures, 

European 

plus an additional ECU 5 billion a year from the 
10 

Investment Bank. Altogether, that would mean an 

amount of ECU 100 billion-200 billion for the EC rechanneled 

to the Central and East Europ~an cci~ntries over a period of 

25 



· .. · 

five to ten years. The present·annual budget oi the Community 

is less than ECU 50 billion. According to financial exper:ts 

at Morgan Stanley in London, "in the ne>:t 10 to 20 'years the 

rebuilding of Central and Eastern Europe could divert as mush 

as 5 X of Europe's national income.'' The Deutsche Bank 

es~imates these costs at 500 billion-800 billion marks over 
l 1 

10 to 20 years. 

No doubt that if the EC is committed t6 helping Central and 

Eastern Europe than the necessity of financial and budgetary 

reform can be hardly neglected~ Delors has acknowledged the 

."inevitability" of reviewing the EC' s firoancial perspective," 
- J 2. 

·~·--; 

countries. 
~•.r' 
&nd· : sinti 1 ar · ......... ~ew ··al""e· expl""e9Sed by me-rr.be-r .-

reforms are particularly urgent; under the present 

arrange-ments, there is a consta~t danger of budgetary 

overspending due mainly to common agricultural policies. In 

fact, the EC faced budgetary·constraints in 1988; these have 

been eased because of an increase in agricultural worl~ 

market prices and the improved export possibilities of those 

products, formerly kept in large stocks. Helping Central and 

Eastern Europe on a larger scale.may adverse1y af~ect certain 

sectoral and· regio_rtal interests concerning trade policy 

concessions. The present system of agricultural financing may 

change very rapidly, and the necessary unpleasant reform may 

provoke stl""ong protest and resistance from the agricultur~l 

sector. Less developed EC nations such as Spain, Potugal and 

Greece are . concerned that some of the economic aid they 

expected to gain from newly integrated Community may gO 
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13 
instead to Central and Eastern Europe. There are also 

financial commitments to less devel·oped countries outside of 

Ecarope, particularly regarding the Lame Conventions. Though 

each five years there are tradic:ionally tough bargainings 

between the EC and the African, Caribbean and Pacific: (ACPJ 

countries over the volume of aid Central and Eastern Europe 

may be blamed for the reductions this time. 

There are also still fears about possible misuse and 

inefficient utilization of resources transf,erred to Central 

and Eastern Europe. A report by the secretariat of the United 

Nations Economic: Commission for Europe conc:luc:ed that a 

•. program comparable to the Marshal] Plan would cost about 
·~ 

... $16. 7 bi 11 ion a year for four years for the Soviet Union, 
o,.!.~to . 

Central Europe and the Balkans. As reported in the Financial 

Times, however~ the ECE secretariat doubts the capacity of 

the eastern economies to absorb aid efficiently on this 
14 

scale. 

~--
Therefore, the study puts emphasis on technical instead 

~.of financial assistance, which would first help to create the ,, 

e>:ample, a Central European Payments union) to improve the 

ir, f ras true tu re, and to develop needed market skills and 

conditions. 

Despite dramatic political changes and efforts to 

develop attractive legislation, the countries of Central and 

Ea~tren Et1rope still do not offer encot•raging and convincing 

investment and business opportunities for Western companies. 
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There is no.need to stress that foreign private- investment 

and joint ventures would be of utmost· importe.nce for the 

technological and structural transformation and modernization 

of these countries. According to Hungarian governmer,t 

estimates~ a minim·um of $1~5 billion-$2 billion in capital is 

needed annue.lly to cree.te a viable investment environment, 

besides the $3 billion-$4 billion d~bt service in 1990-92. 

(<.bout $]500 million had been invested in Hungary up to the 

middle of 19911. 

Though the emergence of democratically elected 

gov.e.rnments in- -Central and Eastern Europe may _have 
·~ '.f. 

represented an important change in investment atmosphere, 

several restrictive lege.!, institutional e.nd economic policy 

factors still remain. The attractiveness of Central and 

Eastern Europe is still limited because of persistent 

economic difficulties and some discoure.ging social and 

political developments (e.g., accelerating inflation, balancr 

of payments and budgetary problems, reemerging ethnic and 

nationalist antagonisms). lt must be noted that as a function 

· .. of changes and improvements, interest on ~be part ~f some of 
:.·· ~ 

foreign companies is growing, but ce.utiori &till remains. This 

has ·been particularly strengthened by the Yugoslav and in 

some respect by the Soviet political events. 

Conversely, there are some fears and reservations that 

Central and Eastern Europ~ might be "'too successful'' in its 

adjustment and ''too attractive'' for foreign capital, 

particularly in the long run. Some industries are afraid the 
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region may prove to be a cheap supplier and a major 

competitor in a variety of products (labor-intensive products 

based on cheap skilled labor, mass consumer durables, etc.). 

The less developed EC countries in oarticular see the Eastern 

countries as a direct threat because they will attract large 

transnationals, thus diverting capital recoures. 

As has already been mentioned, such fears of less 

developed members are not unfounded. Spain, for examole, has 

attracted $45 billion in investment since 1986 and now fears 

that some of the private investment previously directed 

toward developing Mediterrean nations also ..... : .. 
might be 

ft rechanneled to Central and ~ast European countries, which 

offer in some products dynamic internal sal~s and through 

association also access to the West European markets. 

Benefits for the West 

It !l.:.E .. ·:.:. be- stressed, however~ that an association with· 

Central and Eastern Europe could provide great benifits and 

extensive business and market opportunities for EC countries 

(and, of course, for EFTA also). For example, Central and 

Eastern Europe can offer broad markets for the West, and the 

huge West European market now could be extended to include 
15 

the consumers of Eastern· Europe. As Frans 

Andriessen said, ''Eastern Europe, with its 136 million 
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inh~bitans with a high level of education ~nd gre~t m~teri~J 

nee-ds! will become an important trading part-ner to our mutual 
16 

ber112i its . .. The realization now e-xists th~t these 

opportunities ~re potentially substantial, and that as 

functions of marketization they can grow dramatically. 

According to Ralph Land, East European activities m~nager for 

Rank-Xerox, ''The recent trend toward market economies is 

inexorable. The need to update their economies and fill store 

shelves with goods is so enormous that there are many 
I 7 

opportunities to do bussiness.'' In some fields the 

opportunities to sell are immediate because of large hidden 

effective deman~ on ·acute supply shortages on the one h~nd, 

~nd inconvertible money incomes on the other. 8EC8USE Oi 

heavy indebtedness, these countries primarily want to export 

to the Western markets rather than buy Western products. But 

the hidden demand can be activated, and there are several 

ways of making the incomes convertible, even in the short 

run. 

The potential markets are really enormous in the long 

run. The number of cars p~r.· 1,000 people is 145 in Hungary, 

·while in the US it is 572,- in Western Germany 446, and in 

Japan 235. The same data for telephones are 134 in Hungary, 

650 in the US, 641 in Western Germany and 535 in Japan; for 

television sets, it is 275 in Hungary, 621 in the US, 377 in 
18 

western Germany and 250 in Japan. The Hungarian level of 

comparat~ve living standards in durables~ as listed above~ is 

a .little lower than those in Eastern Germany and the CSFR, 
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and higher than inother Central and East European countries. 

The consumption of durables in general is about one-fourth to 

one-third of that in highly industrialized countries, and the 

housing situation is even wo~se. According to Louis Lataif, 

president of Ford of European car sales might double over • • the next decade .... Total sales in Eastern Europe could rise 

to seven million cars a year if car population densities 

reached Western levels •... The gaps between east and west in 

terms of pe~ capita buying powe~ we~e not as big as many 
19 

might suppose. " A report by the Economist Intelligence 

CJ'i"rt s in London comes to the same conclusion, stat \ng: !oothat 

"Eastern Eurooe's demand for cars will exceed supply for at 

least another decade, even if current price restrictions and 

the general shortage of goods come to an end ..• Eastern 

Europe's production capacity could double to 4,8 million cars 

by 2000,'' still leaving substantial possibilities for Western 
20 

sales. 

The demand in many fields can be activated and increased 

by eliminating bu~eauc~atic cont~ols and irrationally high 

prices due to internal monopolistic market structures and the 

closed character of the economy. By smashing the high 

monopolistic prices through market competition, the effective 

demand could be substantially increased in durabl.e goods, 

particularly in the construction sector. The potential demand 

may grow even more rapidly if t accelerated replacement of 

many durables due to poor quality, ene~gy waste and 

er.vironmental oollution beyond Western standards is taken 
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into account. The aggregate impact can be even ffiUCh broade~ 

if connected service sectors and the enormous possibilities 

in the housing sphere are included. 

The advantages of market integration exist not only for 

Central and Eastern Europe, but also for the EC countries. 

This applies to both "'static"' and "dynamic" gains, and the 

region may offer great opportunities for exploitation of 

economies of scale. As a cheap supplier, Central and Eastern 

Europe may be considered a welcome partner as well as an 

undesired competitor. The Eastern countries have comparative 

advantages cor.cer:ning thEl"ir ... ._J.;,;bor force -P..~rticularly, and 

they can be easily transformed to high-quarity manufactoring 

bases for Western companies. 

The restructuring of outdated industrial structures ~nd 

technologies offers immense investment and business 

opportunities. The long-neglected servic~ sector and 

infrastructure are not only bottlenecks, but they also offer 

opportunities for ·investment and expansion; Western 

experience and technologies have proved that investment in 

this sector can bring attractive returns 
-.,... 

fur investors. 

Companies from EC countries as wel.l as the US or Japan could 

ta~e ddvantage of the low wage rates and educated labor forLe 

in Central and Eastern Europe to build factories there and 
21 

ship products to the West. 

It is not too iarfetched to suppose that in Central and 

Eastern Europe, as a result of structural modernization and 

market expansion~ there ~re good prospects for rapid economic 
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growth. The closing of the gap in productivity and 

consumption in various sections of the economy (motorization, 

housing, infrastructure, services, protection of the 

environment~ etc.) can secure dynamism within the whole 

economy for many years. An EC Commission report suggests that 

if a proposed free market reform package were implemented, 

then the Central and East.European region could move from the 

present zero or negative growth to an annual rate of 
22 

development of 5'l.-6'l. after 1992-93. The measures of 1992, 

coupled wit.r, association with a growth region, could mean 

·~,power.fu.l .p·o:<.ential. dynamizing effects. for West Europea;, _..,,__ 

economies~ unparalleled in any other region of the world 

except perhaps Southeast Asia. 

According to the Deutsche Bank's chief economist, Norbert 

A. Walter, "the changes in 1992 and the East European reforms 

have created the perception around the globe that Europe is 
23 

on the move, that there is a renais$ance in Europe.•• Most 

experts ·predict higher growth rates in the 1990s than in the 

1980s for EC countries, partly because of rapid expansion of 

trade with Central and Eastern Europe, and partly because of 

the positive effects of the single European market. ''The goal 

of Europe 1992 is to promote a renaissance of the Continent 

crippled by socalled Eurosclerosis that Eurooe suffered a 

decade ago," according to a report in US. News and World 

Report, and "the architects of 1992 hope that by dropping 

barriers that impede the growth of gobally comparative 

industries~ ... by cooperating on research and development, 



~ccelerating the establi:hment of Pan-Europee.n compc:.r.ies B~_nd 

taking other expansionary steps ..• Europe could catch up with 
24 

the US and Japan in five to ten years." The mutually 

strengthening processes between the two parts of the European 

continent can help to overcome the present crises in the East 

more quickly than has been assumed. Though, there may be 

serious doubts and reservations, these optimistic scenarios 

are not totally out of question. 

Western Assistance and Less Developed Countries 

... 

the global economic connections that may result from a 

possible association of Central and Eastern Europea'.' 

countries with the EC. However, the EC's exte-nsive 

commitments towards less developed countries ILDCsl are 

crucial and thus inevitably need special attention. 

There is broad agreement .that the consequences of 

change .in Central and Eastern Europe on LDCs will be far-

re&ching, but opinions are deeply divided covs~rning their 

character and direction. There are growing fears among LDCs 

that, as a res~lt of the suddenly increased interest in 

Central and Eastern Europe on the part of the West, 

resources may be diverted, and many worry that the EC 

governments may eventual! y rec:ha.r.nel aid eorrnerV.ed for 
25 

developing countries to Central and Eastern Europe. The 

disappearance fo the East-West rivalry, which formely played 
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an important role in aid determination, now may reduce the 

motivation and interest in helping LDCs. The East may be 

more attractive than LDCs for Western private capital 

because of historical, geographical and sentimental ties. 

There are mixed feelings about the recent revision of 

Central and Eastern Europe's status concerning the GSP; many 

developing countries see this as being directly 

disadvantageous to their export competitiveness. For many 

years~ LDCs have resented the granting of World Bank loans 

to Central and Eastern Europe because, on the basis of per 

capita income calculations it seemed to -them unjustitied • 

....,.,,;;..Furthennor:e, :theEast ma·t roow enjoy subs·tantial competitive 

-
·-· 

advantages in free trade agreements, and some of the newly 

industrialized countries may be particularly affected, 

despite the official statment released by the heads of the 

world's leading industrial countries at their 1990 Group of 

Seven Houston summit that their focus on developihg nations 

would not be undermined by the support they give to the 

reforms in Central and Eastern Europe. 

who feel that because of an inadequate aid distribution 

to develooing countries (only a fraction of all aid reaches 

those in need), there is no justification for a priority to 

help the Third World, particularly after its high social and 

economic diversity is taken into account. No doubt, that some 

of the newly indust~ialized countries are even in better 

shaoe than Central and East European countries because many 

7C 
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have large competitive export sectors, established market 

institutions, strong and viable middle classes, and developed 

infrastructures. At the same time, some oi the Central and 

East European countries, as well as the Soviet Union (certain 

regions, in particular), not totally without foundation 

claim to have similar problems to the developing countries, 

with such adverse conditions as hunger, severe poverty and 

resource underutilization, among others. 

It must be, however, strongly stressed, that the solutions 

to the problems of poor developing countries is of utmost 

impo_rtance~ the priority.of their support must be IDaintained 
' 

It is very important that both the lenders and 

receivers of loans make it clear that reductions of aid will 

not happen in the future. Central and East Eufopean 

countries should be supp~rted in their efforts to integrate 

themselves into the international economy, including; 

appropriate, their adhesion to international institutions. 

This will benefit their own people and the rest of the 

wor.l d; it must not detract fro.m.·.the· high priority placed on 

international development and~ooperation with developing 

countries. Their integration will strengthen the role of 

Central and Eastern Europe as a dynamic trade partner and as 
26 

a market and source of tech~ology. Also, althoLogh the 

World Bank's global mandate "requires us to take an active 

role in Eastern Europe, our human and financial resources 

will not be reduced in continuing the fight against poverty 
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wherever it exists"~ according 
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to Barber Conable, then 

president of the World Bank. 

It has also been pointed out that, although the 

elimination of East-West confrontation may reduce some forms 

of aid to LDCs, demilitarization and the reduced importance 

ideology, even at times of less aid, may be more 

beneficial for developing countries. In the long run, the 

reduction of the East-West military rivalry and arms race 

may release resources for civilian use, and though there are 

difficulties inherent in the conversion process, the 

potential capacities for helping deveroping countries may 

~..:·-. 
1ncrease. There are indications of growing ·cooperation 

between the East and West in assisting developing countries, 

particularly in international institutions that could 

increase both the volume and efficiency of the aid. 

Most of these converted resources are aimed at the 

East, both in their character and structure, and are thus 

simply not transferable to the needs of developing 

countries, political considerations notwithstanding. This 

applies particula-rly ·to private inves"tments, where direct 

business interests and political circumstances play crucial 

roles. 

The consolidation of Central and East European 

economies and the management of their debt problems are also 

in the interests of developing countries. The default or 

bankruptcy of any Central or East European country may have 

broad and undesirable consequences on LDCs, not to mention 
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the fact that some of the Central and East European debt was 

formerly earmar~.ed to the transfer of r-esources to 

developing countries. A .consolidated and prosperous Central 

and Eastern Europe will have more resources and capacities 

for helping LDCs; the region represents a major addition to 

the world market, and the countries themselves will be 

sources of capital and technology export. It is in the 

interest of developing countries that Central 
28 

and Eastern 

Europe develops and grows. Some of the NICs have already 

recognized the tremendous business potential of the region, 

and_ they are ready to take part in the consolidation of the 

region -bbth as private investorw (taking into· account the· 

access to broad European markets) and as financial 

contributors las participants in the EBRDl. Though the 

worries can hardly be discounted, the consequences of 

Central and East European change on LDCs and the world 

economy seem to be p0sitive on the whole. 

Notes 

"Central EGrope'' refers to Potand, Hungary and the Czech 

and Slovak Federal Republic. "Central and Eastern Europe" 

refers to these there countries plus Yugoslavia, Bulgaria, 

RomaniCI!' Albania and the Soviet Union. "Eastern countries'' 

and "the East" are used as opposed to "the West," and they 

refer to all the nations listed above, or combinations 

thereof. 

,. 
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Structural Issues of Global Governance: 

Implications for Europe 

by Robert W. Cox 

York University, Toronto 

In a period of fundamental changes in global and national 

structures, the conventional separations of politics, economics, 

and society become inadequate for the understanding of change. 

These are aspects that in relatively stable times can 

conveniently be selected out for particular examination on an 

assumption of ceteris paribus. Fundamental changes have to be 

grasped as a whole. This whole is the configuration of social 

forces, its economic basis, its ideological expression, and its 

form of political authority as an interactive whole. Antonio 
·"" 

Gramsci called this the blocco storico or historic bloc.' We can 

think of the historic bloc, as Gramsci did, at the level of a 

particular country. We can also think of it at the level of 

Europe, and at the world level insofar as there is evidence of 

the existence of a global social structure and global processes 

of structural change. 

This paper will focus on three broad issues of global 

governance in the transition ~rom the twentieth to the twenty-

first centuries: (1) the globalization of the world economy and 

the reactions it may provoke; ( 2) the transformation of the . 
inter-state system as it has been known since the Westphalian 

era; and (3) the problematic of a post-hegemonic world order. In 
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discussing these issues, three levels of human organization have 

to be considered in their interrelationships: the level of social 

forces,· the level of states and national societies, and the level 

of world order and global society. The aim of the paper, adopting 

the perspective of historic blocs, is to sketch out a framework 

for understanding the problem of global governance, usin~ these 

three issues and three levels, and then to consider its 

implications for Europe, and for Europe's choices in relation to 

the world. 

Globalization 

The two principal aspects of globalization are {1) global 

organizations of production {complex transnational networks of 

production which source the various components of the product in 

places offering the most cost advantage and also the advantages .-
of political security and predictability); and {2) global finance 

la very largely unregulat~d system of transactions in money, 

credit, and equities). These developments togethe~ constitute a 

global economy, i.e. an economic space transcending all country 

borders, which coexists still with an international economy based 

on transactions across country borders and which is regulated by 

inter-state agreements and practices.• The growth of the global 

economy and the progressive subordination to it of the 

international economy are widely seen among liberal economists 

and politicians ae the wave of the future -- on the whole a ''good 

thing" to which everyone sooner or later must adapt through the 

pressure of global competition. 

, . 
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Globalization has certain consequences, which are less often 

pointed out, but which have serious implications for the future 

structure of world order. 

One of these consequences 

the internationalization of the 

is a process that can be called 

state. If you think back to the 

especially the depression years of the inter-war period and 

1930s, the role of states was primarily to protect national 

economic space from disturbances comin9 from outside. The Bretton 

Woods sys~em moved ~owards a different balance. It sought ~o 

achieve a compromise: states still had a primary responsibility 

to safeguard domes~ic welfare and levels of employment and 

economic activity; but they were to do this within rules that 

precluded economic aggression against others and aimed at a 

harmonisation of different national economic poli9ies. Since the 

mid-1970s, with the demise of Bretton Woods, a new doctrine has 

achieved preeminence: states must become the instruments for 

adjusting national economic activities to the exigencies of the 

global economy -- states are becoming transmission belts from the 

global into the national economic spheres. Adjustment to global 

competitiveness is the new categorical imperative. 

The effec~ of this tendency is differentiated by the 

relative power of states. Indebted Third world states are in the 

weakest position. Here states that are weak in relation to 

external pressur~s must become strong enough internally to 

enforce punitive adjustment measures on vulnerable social groups. 

States in "devel6ped'' countries discover that sensitivity to 
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foreign bond markets, fiscal crisis, and the transnational 
I 

mobility of capital have effectively diminished their autonomy in 

making national policy. Only the United States, despite being the 

world's biggest debtor, retains a relative autonomy in 

determining national economic policy. Other states must adjust 

their economic policies to situations very·largely determined by 

the United States. 

Another consequence of globalization is the restructuring of 

national societies and the emergence of a global social 

structure. Globalization is led by a transnational managerial 

class that consists of distinct fractions (American, European, 

Japanese) but which as a whole constitutes the heart of what 

Susan Strange has called the ''business civilization."" The 

restructuring of production is changing the pattern of 

organization of production.from what has been called "Fordism'' to 

"post-Fordism" .• That is to say, .the age of the large integrated 

mass-production factory is passing; the new · model is a 

core/periphery structure of production with a relatively small 

control-centre core and numerous subsidiary component-producing 

and servicing units linked as required to the core. Economies of 

scale have given place to economies of flexibility. More flexibly 

decentralized production facilitates border-crossing 

relationships in organizing production systems; it also segments 

the labour force into groups segregated by nationality, 

ethnicity, religion, gender, etc. such that this labour force 

lacks the natural cohesion of the large concentrated workforces 

-·--· • 
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of the old mass production industries. Power has shifted 

dramatically from labour . to capital in the process of 

restructuring production. 

The geographical distinction of First and Third Worlds is 

becoming somewhat blurred. Third World conditions are being 

reproduced within ''developed'' countries .. Mass migrations from 

South to North com~ine with the reemergence of ''putting out" 

production, sometimes of a "sweatshop'' variety, and the expansion 

of low-wage employment in services in the ''developed'' councries 

of the North, to produce a phenomenon called the 

''peripheralization of che core''. The terms "core'' and ''periphery'' 

are losing their earlier exclusively geographical meaning to 

acquire gradually the meaning of social differentiation within a 

globalizing society a differentiation produced in large 
,.• 

measure by the restructuring of production. 

Karl Polanyi's analysis of nineteenth-century Britain 

suggests a paradigm for present-day global changes.• Polanyi 

wrote of a ''double movement". The first phase of this movement 

was the imposition upon society of the concept of the self-

regulating market. To Polanyi, as economic historian and 

anthropoligist, the notion of an economic process disembedded 

from society and set over and above society was an historical 

abberration, a utopian idea that could not endure. The 

disintegrating ef~ects that the attempt to impose the self-

regulating market had upon sociecy generated during the later 

nineteenth century the second phase of the double movement: a 
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self-protective response from society through the political 

system reasserting the primacy of the social. This second phase 

took form with the legalizing of trade unions and collective 

bargaining, the construction of social security systems, the 

introduction of factory legislation, and ultimately recognition 

of government's responsibility to maintain satisfactory levels of 

employmenc and welfare. 

One can well hypothesize today that the present trend of 

nee-liberal deregulation and privatization which appears to carry 

all before it in global economics will encounter a global 

response. This response will endeavour once again to bring 

economic process under social control, to reembed the economy, 

now at che global level, in society and to subordinate enhanced 

economic capacities to globally-endorsed social purposes. 

Transformation of the state system? 

As mentioned, economic globalization has placed constraints 

upon che autonomy of states. More and more, national debcs are 

foreign debts, so that states have to be attentive to external 

bond markets and to externally-influenced interest rates in 

determining their own economic policies. The level of national 

economic activity also depends upon access to foreign markets. 

Participation in various international "regimes" regulates the 

activities of states in developed capitalist countries into 

conformity with .global economy processes, tending toward a 

stabilization of the world capitalist economy.• 

Apart from these constraints inherent in the existing global 

• 
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economic order, there are new tendencies within this order 

producing two new levels of participation, one above and one 

below the level of existing states. These new levels can be named 

macro- and micro-regionalism. 

As counterweights to the dominance of the U.S. economy and 

its prolongation into a North American economic sphere, two other 

macro-regional economic spheres are emerging, one in Europe and 

the o~her in the western Pacific centred on Japan. Europe and 

Japan confront separately the challenge of enlarging ~heir 

autonomy in the global economy in relation to the dominance of 

U.S. economic power. 

At the same time, the opening of larger economic spaces, 

both global and macro-regional, coupled with the weakeninq 

autonomy of existing states, has given scope. for sub-sta~e 

entities to aspire ~o greater autonomy or independence, to seek 

direct relationship to the larger economic spaces, escaping 

subordination to a weakened existing state. Catalan and Lombard 

micro-regionalists aspire to a more affluent future in the Europe 

of post-1992, free from Spanish or Italian central governmen~al 

controls and redistributive policies. Quebec independentistes are 

the most enthusiastic supporters of a North American economic 

space. The Soviet empire and Yugoslavia are collapsing into a 

multiplicity of political entities most of which can hardly hope 

to control their QWn destinies but all of which will seek some 

form of relationship with the large ·economic spaces now in 

formation. 
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Globalization is generating a more complex multi-level world 

political system, which implicitly challenges the old Westphalian 

assumption that a state is. a state is a state. Structures of 

authority comprise not one but at at least three levels: the 

macro-regional level, the old nation-state (or Westphalian) 

level, and the micro-regional level. All three levels are 

constrained by a global economy which has means of exerting its 

pressures without formally authoritative political structures. 

There is an increasingly marked duality and tension between 

the principles of interdependence and territorially-based power. 

Interdependence (most often a euphemism for relationships of 

dominance and dependence) is manifested in the economic sphere. 

Territorial power is ultimately military. The United States is at 

the heart of the tension between the two principles. Global .• 

economic interdependence requires an enforcer of the rules--

just as the self-regulating market of the nineteenth century 

acquired as enforcers at the local and global levels Robert 

Peel's police force and British sea power. Today the United 

States plays the role of global enforcer; but at the same time 

the U.S. economy is losing its lead in productivity. 

The gap in trade deficit and in budget deficit in the United 

States has been bridged by foreign borrowing, mainly in recent 

years from Japan. The internal reforms that would be necessary to 

reverse this proc~ss by reducing the deficits are blocked by the 

rigidity of the U.S. political system and the unwillingness of 

politicians to confront the public with unpleasant choices. For 

• 
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the time being, foreign finance sustains in the United States a 

level of military and civilian consumption that U.S. production 

would otherwise not allow. 

The Gulf war underlined on the military side (as Germany, 

Japan, Saudi Arabia and Kuwait were obliged to pay for a war 

decided and directed by the United States) what has quietly 

become the case on the civilian side for some years. The United 

States does not pay its way in the world, while its structural 

power, resting increasingly on its military strength, continues 

to bias the global system in its favour. This is a far cry from 

the post-World-War-II world in which the United States provided 

the resources for recovery and the model of productivity for the 

rest of the world. 7 What was a system of hegemonic leadership has 

become a tributary system. 

Heaemony and After• 

There is an active debate about whether or not the hegemony 

of Pax Americana is in decline.• What remains untlear in this 

debate is a failure to distinguish between two meanings of 

''hegemony". One meaning, which is conventional in international 

relations literature, is the dominance of one state over others, 

the ability of the dominant state to determine the conditions in 

which inter-state relations are conducted and to determine the 

outcomes in these relations. The other meaning, informed by the 

thought of Antonio Gramsci, is a special case of dominance: it 

defines the condition of a world society and state system in 

which the dominant state and dominant social forces sustain their 
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position through adherence to universalized principles which are 

accepted or acquiesced in by a sufficient proportion of 

subordinate states and social forces.t 0 This second meaning of 

hegemony implies intellectual and moral leadership. The strong 

make certain concessions to obtain the consent of the weaker. 

The Pax Americana of the post-World-War-II era had the 

characteristics of this Gramscian meaning of hegemony_ The United 

States was the dominant power and its dominance was expressed in 

leadership enshrined in certain principles of conduct that became 

broadly acceptable_ The economic ''regimes'' established under u_s. 

aegis during this period had the appearance of consensual 

arrangements. They did not look either like the crude 

exploitation of a power position or like a hard bargain arrived 

ac among rival interests_ Moreover, the foundi~g power behaved 

more or less according to the rules it established. 

The recourse of u.s_ policy during the 1980s to 

unilateralism and the more manifest divergenci~s of interest 

among the United States, Europe, and Japan, together with the 

subordination of Third World countries to western economic and 

military pressures have changed the nature of global 

relationships. U.S. power may not have declined either absolutely 

or relatively, but the nature of the world system can no longer 

be described as hegemonic in the earlier sense. 

Past hegemon~es -- the Pax Britannica of the mid-nineteenth 

century and the Pax.Americana of the mid-twentieth --have been 

based on universal principles projected from one form of western 

---
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civilization. A civilization is an intersubjective order, thac is 

eo say, people understand the entities and principles upon which 

it is based in roughly the same way. By understanding their world 

in the same way, they reproduce it by their actions. 

Intersubjective meanings create the objective world of the state 

system and the economy.'' The fashionable prediction that we have 

arrived at the "end of history•12 (a notion stimulated by the 

collapse of Soviet power and the end of che Cold War) celebrates 

the apotheosis of a late western capitalism. It is, however, in 

the nature of history not to have an end, but to move ahead in 

zig zag manner by action and reaction. If the consensual basis of 

Pax Americana is no longer so firm as it was in the 1950s and 

60s, then we must ask what intersubjective basis there could be 

for a future world order. .-
A post-hegemonic era would be one in which differenc 

craditions of civilization could coexisc, each based on a 

different intersubjectivity defining a distinct set of values and 

a distinct path towards development. This is a difficult 

challenge to common ways of chinking. It would imply building a 

mental picture of a future world order through a mutual 

recognition and mutual understanding of different images of world 

order deriving from distinct cultural and historical roots, as a 

first step. Then, as a second step, working out the basis for the 

coexistence of these images creating a supra­

intersubjectivity that would connect or reconcile these 

culturally distinct intersubjectivities. 
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Europe's Choices: Forms of State and Society 

How do these global tendencies and issues appear in the 

European context? How will Europeans respond in shaping their 

society and their form or forms of state? 

It has become a commonplace on both left and right of the 

political spectrum that the capitalist state has both to support 

capital in its drive to accumulate and to legitimate this 

accumulation in the minds of the public by moderating the 

negative effects of accumulation on welfare and employment. 

During the post-war years, a nee-liberal form of state took shape 

in countries of advanced capitalism based on a negotiated 

consensus among the major industrial interests, o~ganized labour, 

and government -- the neoliberal historic bloc. It was "neo'' in 

the sense that classical liberalism was modified by Keynesian 

practice to make market behaviour consistent ·with social 

protection of the more disadvantaged groups. 13 

As growth stagnated in advanced capitalist countries during 

the 1970s, governments in effect denounced the social contract 

worked out with capital and labour during the post-war economic 

boom. Governments had to balance the fear of political unrest 

from rising unemployment and exhaustion of welfare reserves 

against the feax: that business would refrain from leading a 

recovery that would both revive employment and enlarge the tax 

base. In this circumstance they bent before the interests of 
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capital. 

In the neo-liberal consensus it had become accepted wisdom 

that society would not tolerate high unemployment or any 

dismantling of the welfare state. If these things were to occur, 

it would, it was said, cost the state the loss of its legitimacy. 

The truth of this statement has not been demonstrated uniformly. 

Indeed, it would more generally seem to be the case that the 

legitimacy of state welfare and of labour movements has been 

undermined in public opinion, not the legitimacy of the state. 

Large-scale unemployment has produced fear and concern for 

personal survival rather than collective protest. The unions are 

in strategic retreat, losing members, and unable, in general, to 

appeal to public opinion for support. 

The disintegration of the neo-liberal h~storic bloc was 

prepared by a collective effort of ideological revision 

undertaken through various unofficial agencies -- the Trilateral 

Commission, the Bilderberg conferences, the Club of Rome, the 

Mont Pelerin Society and other less prestigious forums -- and 

then endorsed through more official consensus-making'agencies 

like the OECD. A new doctrine defined the tasks of states in 

relaunching capitalist development out of the depression of the 

1970s. There was, in the words of a blue-ribbon OECD committee, a 

"narrow path to growth," bounded on one side by the need to 

encourage privat~ investment by increasing profit margins, and 

bounded on the other by the need to avoid rekindling inflation.l• 

The government-business alliance formed to· advance along 

. -- - -----------------'------~~--------------
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this narrow path ruled out. corporative-type solutions like 

negotiated wage and price policies and also the extension of 

public investment. It placed primary emphasis on restoring the 

confidence of business in government and in practice acknowledged 

that welfare and employment commitments made in the framework of 

the post-war social contract would have to. take second place. 

The restructuring of production has accentuated segmentation 

and divisions within the working class, but this tendency has not 

been uniform. In many western European countries, a long history 

of ideological education has maintained a sense of solidarity. In 

both Italy and France there have been instances where unions have 

maintained solidarity of action between migrant workers and local 

established workers, but xenophobic agitation has also found 

resonance among workers and unemployed. Segmentat~on has been the 

underlying trend that explains the weakness of labour in opposing 

the disintegration of the neoliberal social consensus and the 

programme put in its place by the government-business alliance. 10 

If the strains tending toward a disintegration of the 

nee-liberal historic bloc have been visible since the mid-1970s, 

it would be premature to define the outlines of a new historic 

bloc likely to achieve a certain durability as the foundation of 

a new form of state. Two principal directions of movement in 

political structures are visible in the erstwhile nee-liberal 

states of western 

confrontational tactics 

Europe: one is 

of Thatcherism 

exemplified 

in Britain 

by 

(and 

the 

by 

Reaganism in the United States) toward .removing internal 
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obstacles to economic liberalism; the other by a more consensus­

based adjustment process as in West Germany and some of the 

smaller European countries. 

Hyperliberalism 

The Thatcher-Reagan model can be treated ideologically' as 

the anticipation of a hyper-liberal form of .. state --in the sense 

that it seems to envisage a return to 19th-century economic 

liberalism and a rejection of the nee-liberal attempt to adapt 

economic liberalism to the sociopolitical reactions that 

classical liberalism produced. It takes the ''neo" out of 

neoliberalism. The whole paraphernalia of Keynesian demand­

support and redistributionist tools of policy are regarded with 

the deepest suspicion in the hyper-liberal approach. Government­

imposed regulations to protect the public with respect to 

industrial activities (antipollution, safety and health controls, 

etc.) are also to be weakened or dismantled. The market is to 

determine how much protection the public really want~. 

The hyper-liberal tendency actively facilitates a 

restructuring, not only of the labour force, but also of the 

social relations of production. It renounces tripartite 

corporatism. It also weakens bipartism by its attack on unions in 

the state sector and its support and encouragement to employers 

to resist union demands in the oligopolistic sector. Indirectly, 

the state encoura~es the consolidation of enterprise corporatist 

relations for the scientific-technical-managerial workers in the 

oligopolistic sector, a practice for which the state itself 
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provides a model in its treatment of its own permanent cadres. 

Finally, state policies are geared to an expansion of employment 

in short-term, low-skill, high-turnover jobs that contribute to 

further labour-market segmentation. 

The political implications are a complete reversal of the 

coalition that sustained the neo-liberal state. That state rested 

on its relationship with trade unions in the oligopolistic sector 

(the social cbntract), an expanding and increasingiy unionized 

state sector, readiness to support major businesses in difficulty 

(from agricultural price supports to bailouts of industrial 

giants), and transfer payments and services for a range of 

disadvantaged groups. The neo-liberal state played a hegemonic 

role by making capital accumulation on a world scale appear to be 

compatible with a wide range of interests of subo.rdinate groups. 

It founded its legitimacy on consensual politics. The would-be 

hyper-liberal state confronts all those groups and interests with 

which the neo-liberal state came to terms. It does not shrink 

from open opposition to state-sector employees, welfare 

recipients, and trade unions. 

The government-business alliance that presides over the 

transformation of the neo-liberal. into a would-be hyper-liberal 

form of state generates an imposing list of disadvantaged and 

excluded groups. State-sector employees made great gains as 

regards their col~ective bargaining status and their wages during 

the years of expansion and have now become front-line targets for 

budgetary restraint. Welfare recipients and non-established 

..... _ 
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workers, socially contiguous categories, are hit by reduced state 

expenditure and unemployment. Farmers and small businessmen are 

angry with banks and with governments as affordable finance 

becomes unavailable to them. Established workers in industries 

confronting severe problems in a changing international division 

of labour textiles, automobiles, ste~l. shipbuilding, for 

example face unemployment or reduced real wages. 

So long as the excluded groups lack strong organization and 

political cohesion, ideological mystification and an instinctive 

focus on personal survival rather than collective action suffice 

to maintain the momen~um of the new policy orthodoxy. If at least 

a small majority of the population remains relatively satisfied, 

or even an articulate minority, it can be politically mobilized 

as necessary to maintain these policies in place against the 

dissatisfaction of an even very large minority or slim majority 

that is divided and incoherent. 

State Capitalism 

While the hyper-liberal model reasserts the separation of 

state and economy, the alternative state form that contends for 

relaunching capitalist development promotes a fusion of state and 

economy. This state-capitalist path may take several forms 

differentiated by national positions within the world economy and 

by institutional structures and ideologies. 

The substance common to these differentiated forms lies in a 

recognition of the indispensible guiding role of the state (or of 

macro-regional political authority) in the development of the 
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productive forces of the state or region concerned and the 

advancement of their position in the world economy. The visible 

hand of state capitalism operates through a conscious industrial 

policy. Such a policy can be achieved only through a negotiated 

understanding among the principal social forces mediated by the 

state in a corporative process. This process produces agreement 

on the strategic goals of the economy and also on the sharing of 

burdens and benefits in the effort to reach those goals. 

The state-capitalist approach is grounded in an acceptance 

of the world market as the ultimate determinant of development. 

No •ingle national economy can control the world market or 

determine its orientation. Furthermore, unlike the nee-liberal 

approach, the state-capitalist approach does not posit any 

consensual regulation of the world market as regards multilateral .. 
trade and financial practices. "Regimes" may survive from the 

nee-liberal era, but state capitalism is not the most fertile 

ground for their formation. States are assumed to ~ntervene not 

only to enhance.the competitiveness of their nations' industries 

but also to negotiate or dictate advantages for their nations' 

exporters. The world market is the state of nature from which 

state-capitalist theory deduces specific policy. 

The broad lines of this policy consist of, in the first 

place, development of the leading sectors of national production 

so as to give the~ a competitive edge in world markets, and in 

the second place, protection of the principal social groups so 

that their welfare can be perceived as linked to the success of 
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the national productive effort. 

The first aspect of this policy industrial 

competitiveness -- is to be achieved by a combination of opening 

these industrial sectors to the stimulus of world competition, 

together with state subsidization and orientation of innovation. 

Critical to the capacity for innovation is the condition of the 

knowledge industry; the state will have a major responsibility 

for funding technological research and development. 

The second policy aspect -- balancing the welfare of social 

groups -- has to be linked to the pursuit of competitiveness. 

Protection of disadvantaged groups and sectors (industries or 

regions) would be envisaged as transitional assistance for their 

transfer to more profitable economic activities. Thus training, 

skill upgrading, and 

preeminent place in 

indefinitely protect 

relocation assistance would have a 

social policy. The state would not 

declining or inefficient industries but 

would provide incentives for the people concerned to become more 

efficient according to market criteria. The state would, however, 

intervene between the market pressures and the groups concerned 

so that the latter did not bear the full burden of adjustment. 

(By contrast, the hyper-liberal model would evacuate the state 

from this cushioning and incentive-creating function, letting the 

market impose the full costs of adjustment upon the less fit.) 

Where inter~ally generated savings were deemed to be 

essential to enhanced competitiveness, both investors and workers 

would have to be persuaded to accept an equitable sharing of 
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sacrifice, in anticipation of a future equitable sharing of 

benefits. Thus incomes policy would become an indispensible 

counterpart to industrial policy. Similarly, the managerial 

initiative required to facilitate innovation and quick response 

to market changes might be balanced by forms of worker 

participation in the process of introducing technological 

changes. The effectiveness of such a state-capitalist approach 

would, accordingly, depend on the existence of corporative 

institutions and processes, not only at the level of enterprises 

and industries, but also of a more centralized kind capable of 

organizing interindustry, intersectoral and interegional shifts 

of resources for production and welfare. 

The state-capitalist form involves a dualism between, on the 

one hand, a competitively efficient world-market-.griented sector, 

and, on the other, a protected welfare sector. The success of the 

former must provide the resources for the latter; the sense of 

solidarity implicit in the latter would provide the drive and 

legitimacy for the former. State capitalism thus proposes a means 

of reconciling the accumulation and legitimation functions 

brought into conflict by the economic and fiscal crises of the 

1970s and by hyperliberal politics. 

In its most radical form, state capitalism beckons toward 

the prospect of an internal socialism sustained by capitalist 

success in world~market competition. This would be a socialism 

dependent on capitalist development, i.e. on success in the 

production of exchange values. But, so its proponents argue, it 

.. 
····~ 
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would be less vulnerable to external destabilization than were 

socialist strategies in economically 

Chile or post-carnation-revolution 

form of state-capitalist strategy 

weak countries (Allende's 

Portugal). The more radical 

presents itself as an 

alternative to defensive, quasi-autarkic prescriptions for the 

construction of socialism which aim to reduce dependency on the 

world economy and to emphasize the production of use values for 

internal consumption.!• 

Different countries are more or less well equipped by their 

historical experience for the adoption of the state-capitalist 

developmental path with or without the socialist colouration. 17 

Those best equipped are countries in which the state (as in 

France) or a centralized but autonomous financial system (as in 

Germany) has played a major role 

industrial development. Institutions 

countries have facilitated a close 

in mobilizing capital for 

and ideology in these 

coordination of state and 

private capital in the pursuit of common goals. Those least well 

equipped are the erstwhile industrial leaders, Britain and the 

United States, countries in which hegemonic institutions and 

ideology kept the state by and large out of specific economic 

initiatives, confining its role to guaranteeing and enforcing 

market rules and to macroeconomic management of market 

conditions. The lagging effects of past hegemonic leadership may 

thus be a deterrent to the adoption of state-capitalist 

strategies. 

The corporatist process underpinning state-capitalist 
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development, which would include business and labour in the 

world-market-oriented sector and workers in the tertiary welfare-

services sector, would at the same time exclude certain marginal 

groups. These groups have a frequently passive relationship to 

the welfare services and lack influence in the making of policy. 

They are disproportionately to be found among the young, women, 

immigrant or minority groups, and the unemployed. The number of 

the marginalised tends to increase with the restructuring of 

production. Since these groups are fragmented and relatively 

powerless, their exclusion has generally passed unchallenged. It 

does, however, contain a latent threat to corporatist processes. 

Part of this threat is the risk of anomic explosions of violence, 

particularly on the part of the young male unemployed element. 

Such explosions often, however, strengthen by reaction the .. • 

established authority. They reinforce the demand for law and 

order. 

The other part of the threat is the risk of political 

mobilization of the marginals, which would pit democratic 

legitimacy against corporatist economic efficiency. These dangers 

are foreshadowed in the writings of neoliberal ideologues about 

the "ungovernability" problem of modern democracies.1e The 

implication is that the corporatist processes required to make 

state-capitalist development succeed may have to be insulated 

from democratic pressures. To the extent this becomes true,.the 

prospects of internal socialism sustained by world-market state 

capitalism would be an illusion. 
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In short, the state-capitalist alternative has some 

potential for reconstructing national hegemonies and overcoming 

the impasse that hyperliberalism tends to rigidify. The narrowing 

basis of corporatism (particularly as regards its labour 

component) on which state capitalism must rest does, however, 

contain a latent contradiction to democratic legitimacy. Its 

historic bloc would be thin. The excluded groups available for 

mobilization into a counterhegemony would be considerable. though 

the fragmentation and powerlessness of these groups would make 

the task formidable. In the medium term, state-capitalist 

structures of some kind seem a feasible alternative to the 

hyperliberal impasse. The long-term viability of these forms is a 

more open question. 

Western Europe has, in its different natio~al antecedents, 

propensities tending toward each of these forms of state and 

society. It might be sai~ that in its present power structure, 

the dominance of capital in the opening of the Europe of 1992 

favours hyperliberalism. However, the social corporativist 

tradition is strong, especially in continental Europe, and may 

compensate in politics for the dominance of hyperliberalism in 

economic power. The concept of ."social Europe",· anathema to 

Thatcherism and more covertly rejected by some elements of 

continental capital, is sustained by a social democracy more 

deeply rooted tnan in other major, world regions. The issue 

between hyp,rliberalism and state.capitalism will be tested first 

in Europe, and Europe's answer .will' serve as a· model ·or at least 
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as an alternative for North America, Japan, and perhaps other 

regions in a future world. 

Social forces counteractina globalization 

Hyperliberalism is the ideology of the· globalization thrust 

in its most extreme form. State capitalism is an adaptation to 

globalization that responds at least in part to society's 

reaction to the negative effects of globalization. We must ask 

ourselves whether ~here are longer~term prospects·that might come 

to fruition following a medium-term experiment with state 

capitalism. This is best approached by enquiring how the 

conditions created by the globalizing thrust could generate a 

Qrise de conscience among those elements of societies that are 

made more vulnerable by it. 

If the state-capitalist solution were to be~but an interim 

stage, the prospect of turning around the segmenting, socially 

disintegrating, and polarizing effects of the globalization 

thrust rests upon the possibility of the emergence of an 

alternative political culture that would give greater scope to 

collective action and place a greater value on collective goods. 

For this to come about, whole segments of societies would have to 

become attached, through active participation and developed 

loyalties, to social institutions'~ engaged •in collective 

activities. They would have to • be • prepared to defend these 

institutions in times of adversityJ!c~ ~'' · .· 

. The condition for. a restructuring ·of ··society and polity in 

this sense would ·be .·to·: build· a newhistoric bloc capable of 
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sustaining a long war of position until it is strong enough to 

become an alternative basis of polity. This effort would have to 

be grounded in the popular strata. The activities that comprise 

it will not likely initially be directed to .the state because of 

the degree of depoliticization and alienation from the state 

among these strata. They will more likely be directed to local 

authorities and to collective self-help. They will in many cases 

be local responses to global problems -- to problems of the 

environment, of organizing production, of providing welfare, of 

migration. If they are ultimately to result in new kinds of 

state, these forms of state will arise from the practice of non-

state popular collective action rather than from extensions of 

existing types of administrative control. 

Europe's social history has known such move~ents. They have 

marginally influenced the shaping of society and state. though 

they have never fulfilled their aims. These aims could in any 

event hardly be achieved in one national society alone; movements 

of this kind would have to grow simultaneously in several 

countries. The merging of European political processes inherent 

in the project of 1992 could provide a broad arena in which this 

could happen. Economic globalization, however, suggests that such 

a movement could not succeed in one macro-region ·alone. It would 

have to draw sufficient support in the world system to protect 

its regional base.or face the consequences of a relative·military 

and economic weakening -if competing -macro-regions· did not 

experience comparable developments .. The existing globalization 
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thrust grounded in the economic logic of markets would have to be 

countered by a new globalization reembedding the economy in 

global society. 

The sequel to "real socialism" 19 

If the options for the Europe of western capitalism can be 

expressed in relatively clear terms, the situation of the 

countries of ''real socialism'' approaching the threshold of the 

twenty-first century is more complex. Yet the long-term future of 

Europe implies an accomodation between chese two regions. It is 

easy in the early 1990s to proclaim real socialism a failure. It 

is more difficult to envisage the effacing of the history of two 

generations through which social structures ha~e been formed. 

Eastern Europe is not a tabula rasa on which western capitalism 

may be simply inscribed. The options for that region, whether for 

that part that may anticipate total integration within the west 

(the former GDR), close association with the European Communities 

(Poland, Hungary, and Czechoslovakia), or an autonomous evolution 

with a degree of integration into the world economy (the USSR), 

have realistically to take account of existing social structures. 

Both capitalist and socialist societies have __ grown. by 

extracting a surplus from the producers. In market-driven 

capitalist socie~ies, this surplus is :invested in whatever 

individual capitalists think is likely, to produce a further 

profit. In socialist societies,-·investment decisions have been 

.. 
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politically determined according to whatever criteria are salient 

at the time for the decision-makers, e.g. welfare or state power. 

The social structure of accumulation is the particular 

configuration of social power through which the accumulation 

process takes place. This configuration delineates a relationship 

among social groups in the production ··process through which 

surplus is extracted. This power relationship underpins the 

institutional arrangements through which the process works. 2 o It 

also shapes the real form of political authority. 

To grasp the nature of the social structure of accumulation 

at the moment of the crisis of existing socialism in the late 

1980s, one must go back to the transformation in the working 

class that began some three decades earlier. The new working 

class composed largely of ex-peasants that carr.ied through the 

industrialization drive of the 1930s in the Soviet Union and the 

war effort of the 1940s worked under an iron discipline of strict 

regulation and tough task masters recruited from the shop floor. 

During the 1950s a new mentality reshaped industrial practices. 

Regulations were relaxed and their modes of application gave more 

scope for the protection of individual workers' interests. 

Managerial cadres began to be recruited mainly from professional 

schools and were more disposed to the methods of manipulation.and 

persuasion than to coercion. The factory regime passed from the 

despotic to the h~gemonic type. 2 1 • . . . ':· 

The historic compromise worked . out by the Party leadership 

included a de facto social. contract .in which :.workers.were 
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implicitly guaranteed job security, stable consumer prices, and 

control over the pace of work, in return for their passive 

acquiescence in the rule of the political leadership. Workers had 

considerable structural power, i.e. their interests had to be 

anticipated and taken into account by the leadership, though they 

had little instrumental power through direct representation. This 

arrangement of passive acquiescence in time generated the 

cynicism expressed as: "You pretend to pay us. We pretend eo 

work." 

The working class comprised an established and a non-

established segment. One group of workers, the established worker 

segment, were more permanent in their jobs, had skills more 

directly applied in their work, were more involved in the 

enterprise as a social institution and in other political and 

civic activities. The other group, the non-established worker 

segment, changed jobs more frequently, experienced no career 

development in their employment, and were non-p·articipant in 

enterprise or other social and political activities. The 

modalities of this segmentation varied among the different 

socialist countries. 

Hungarian sociologists discerned a more complex 

categorization of non-established workers; "workhorses" willing 

to exploit themselves for· private accumulation ·(newly marrieds 

for instance); ''kedonists" or singl• workers 'inteiested o~ly in 

the wage as the means of having a good tinie ;~ c··and "iriterrial guest 

workers" mainly women, or ·part-time 'peasant work~rs, or'members 
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of ethnic minorities allocated to the dirty work.2> In practice, 

labour segmentation under "real socialism" bore a striking 

similarity to labour segmentation under capitalism. 

This differentiation within the working class had a 

particular importance in the framework of central planning. 

Cen~ral planning can be thought of in abstract terms as a system 

comprising (a) redistributors in central agencies of the state 

who plan according to some decision-making rationality, i.e. 

maximizing certain defined goals and allocating resources 

accordingly; and (b) direct producers who carry out the plans 

with the resources provided them. In practice. central planning 

developed an internal dynamic that defied the rationality of 

planners. It became a complex bargaining process from enterprise 

~o cen~ral levels in which differen~ groups have ~ifferent levels 

of power. One of the more significant theoretical efforts of 

recent years has been to analyse the real nature of central 

planning so as to discern its inherent laws or regularities.2 3 

Capital is understood in Marxist terms as a form of 

alienation: people through their labour create something that 

becomes a power over themselves and their work. Central planning 

also became a form of alienation: instead of being a system of 

rational human control over economic processes, it too became a 

system that no one controlled but which came to control planners 

and producers alike. 

A salient characteristic of central planning as it had 

evolved in the decades just prior to the changes that began to be 
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introduced during the late 1980s was a tendency to overinvest. 

Enterprises sought to get new projects included in the plan and 

thus to increase their sources of supply through allocations 

within it. Increased supplies made it easier to fulfil existing 

obligations but at the same time raised future obligations. The 

centrally planned economy was an economy of shortages; it was 

supply constrained, in contrast to the capitalist economy which 

was demand constrained. The economy of shortages generated 

uncertainties of supply, and these uncertainties were transmitted 

from enterprise to enterprise along the chain of inputs and 

outputs. 

Enterprise managers became highly dependent upon core 

workers to cope with uncertainties. The core workers, familiar 

with the installed equipment, were the only_ ones able to 

improvise when bottlenecks occurred. 

improvise to cope with absence of 

They could, if necessary, 

replacement parts, repair 

obsolescent equipment, or make use of substitute materials. 

Managers also 'had an incentive to hoard workers, to maintain an 

internal enterprise labour reserve that could be mobilized for 

"storming" at the end of a plan period. Managers also came to 

rely on their relations with local Party officials to secure 

needed inputs when shortages impeded the.enterprise's ability to 

meet its plan target. 

These faccors combined to make the key structure at the 

heart of the system one of management dependence on local Party 

cadres together with a close interrelationship between management 

---~~-



31 

and core workers in a form of enterprise corporatism. From this 

point, there were downward linkages with subordinate groups of 

non-established workers, with rural cooperatives, and with 

household production. There were upward linkages with the 

ministries of industries and the state plan. And there was a 

parallel relationship with the 

with political connections, 

"second economy'' which, together 

helped to bypass some of the 

bottlenecks inherent in the formal economy. 

Several things can be inferred from this social structure of 

accumulation. One is that those constituting its core--

management, established workers, and local Party officials--

were well entrenched in the production system. They knew how to 

make it work and they were likely to be apprehensive about 

changes chat would introduce further uncertaint~es beyond those 

that they had learned to cope with. Motivation for change was 

most likely to come from those at the top who were aware that 

production was less efficient than it might have been, and who 

wanted to eliminate excess labour and to introduce more 

productive technology. (Those at the core of the system had a 

vested interest in existing obsolescent technology because their 

particular skills made it work.) Motivation for change might also 

arise among the general population in the· form of dissatisfaction 

with declining standards of public services and consumer goods; 

and among a portiop of the growing "middle class'' of white collar 

service workers. The more peripheral ·of the non-established 

workers those most alienated within the system -- were 
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unlikely to be highly motivated for change. There was, in fact, 

no coherent social basis for change but rather a diffuse 

dissatisfaction with the way the system was performing. There 

was, however, likely to be a coherent social basis at the heart 

of the system that could be mobilized to resist change. 

Economic reform and democratization 

Socialist systems, beginning with the Soviet Union, have 

been preoccupied with reform of the economic mechanism since the 

1960s. The problem was posed in terms of a transition from the 

extensive pattern of growth that was producing diminishing 

returns from the mid-1960s onward, to a pattern of growth that 

would be more intensive in the use of capital and technology. 

Perception of the problem came from the top of the political-

economic hierarchy and was expressed through a,sequence of on-

again off-again experiments. Piece-meal reform proved difficult 

because of the very coherence of the system of power that 

constituted central planning. Movement in one di'rection, e.g. 

granting more decision-making powers to managers, ran up against 

obstacles in other parts of the system, e.g. in the powers of 

central ministries and in the acquired job rights of workers. 

Frustrations with piece-meal reforms encouraged espousal of 

more radical reform; and radical reform was associated with 

giving much broader scope to the market mechanism. The market was 

an attractive concept insofar as it promised a more effective and 

less cumbersome means of allocating material inputs to 

enterprises and of distributing consumer goods. It was consistent 
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with decentralization of management to enterprises and with a 

stimulus to consumer-goods production. The market, however, was 

also suspect insofar as it· would create prices (and thus 

inflation in an economy of shortages), bring about greater 

disparities in incomes, and undermine the power of the centre to 

direct the overall development of the economy. Some combination 

of markets with central direction of the economy seemed to be the 

optimum solution, if it could be done. 

Following in the tracks of the reform movemenc came 

pressures for democratization. These came from a variety of 

sources: a series of movements sequentially repressed but 

cumulatively infectious in East Germany, Poland, Hungary, and 

Czechoslovakia; the rejection of Stalinism and the ultimate 

weakening of the repressive apparatus installed b~ Stalinism; and 

che consequences of the rebirth of civil society and of the 

recognition 

entitled to 

and glasnost 

in the late 

by the ruling cadres that the intelligentsia was 

greater autonomy. The two movements -~ ~~~troika 

in their Soviet form -- encouncered and interacted 

1980s. Would they reinforce each other or work 

against each other? We do not yet know the answer. 

Some economic reformers saw democratization as a means of 

loosening up society which could strengthen decentralization. 

Some of these same people also saw worker self-management as 

supporting enterpr~se autonomy and .the liberalising of markets. 

Humanist intellectuals tended to see economic reform as limiting 

the state's coercive apparatus and as encouraging a more 



pluralist society. 

34 

For these groups, economic reform and 

democratisation went together. 

Other economic reformer~ recognised that reform measures 

would place new burdens on people before the reforms showed any 

benefits. There would be inflation, shortages, and unemployment. 

The social contract of mature real socialism would be discarded 

in the process of introducing flexibility into the 

and the managemenc of enterprises. The skills 

labour market 

of existing 

managers would be rendered obsolete, together with those of· many 

state and Party officials engaged in the central planning 

process. Anticipating the backlash from all these groups, the 

''realist'' reformers recognised that an authoritarian power would 

be needed to implement reform successfully. Without it, they 

reasoned, reform would just be compromise9 and rendered 

ineffective, disrupting the present system without being able to 

replace it. 24 The economic Thatcherites of real socialism were 

prepared to become its political Pinochets. 

: The initial effects of both economic reform and 

democratization have produced some troublesome consequences. 

Relaxing economic controls towards encouraging a shift to market 

mechanisms has resulted in a breakdown of the distribution system 

with a channelling of goods into free markets and black markets, 

rampant gangsterism, and a dramatic polarization of new rich and 

poor. This is hardly surprising, since the model of free 

enterprise previously existing in socialist countries was the 

often shady activities of the second economy.· The relaxing of 
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political controls gave' vent to conflicts long suppressed, 

mobilizing people around ethnic nationalisms, various forms of 

populism, and, at the extreme. right-wing fascist movements. 

Furthermore, the outburst of public debate, while it has severely 

shaken the legitimacy of the Soviet state and its sustaining 

myths, has also demonstr~ted its inability to come to grips with 

the practical reorganization of economy and society. The reform 

process has itself made things worse, not better. (One Soviet 

journalist in the United States summed this up by observing that 

while the radical-leaning municipal council in Leningrad debated 

for months whether or not to change the city's name back to St. 

Petersburg, the shops became more and more empty.) 

The legitimacy of real socialism was destroyed by Stalinism 

and the anti-Stalinist backlash. Civil society iS. reemergent but 

its component groups have not achieved any articulate organized 

expression. This is a condition Gramsci called an organic crisis; 

and the solution to an organic ciisis is the reconstitution of a 

hegemony around a social group which is capable of leading and 

acquiring the support or acquiescence of other groups. What does 

our analysis of the social structure of real socialism tell us 

about the prospects of this happening? 

There are three distinct ·meanings ·that can be given to 

''democracy" in the context of the collapse of real socialism. One 

is the convention~l "bourgeois" ·meaning of liberal pluralism. It 

has a strong demonstration 

pluralism has a history and 

effect in eastern Eutope. Liberal 

many examples. Two other meanings 
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arise out of socialist aspirations, 

One is producer self-management. It has been expressed in 

spontaneous action by workers. in many different revolutionary 

situations in the original Russian soviets, in the Ordine 

nuovo movement of northern Italy in 1919, in workers' .control of 

factories during the Algerian revolution,··in the works councils 

set up in Poland following the events of 1956, and in factory 

movements in Hungary during the 1956 revolution and 

Czechoslovakia in 1968. These experiences were all short-lived. 

The only long experience with worker self-management is the 

Yugoslav one and, despite continuing debate, it cannot be 

considered persuasive. There is a strong point about producers 

being able to determine their own conditions; but there is also 

evidence of a tendency for such experiences, assuming they 

survive repression by a higher political authority, to turn in 

the direction of self-serving corporatism. 

The other socialist meaning is popular participation in 

central planning. No historical experience can be cited; it would 

have to be invented. And yet it is perhaps the most attractive 

'· . prospect in the sp~r~t of socialism. A1ec Nove suggested a form 

of compromise between democratic planning and producer self-

government: consumers would decide what to produce; producers 

would decide how. 2 • 

Georg Lukacs.wrote a text that was posthumously published in 

Hungary as Demokratisierunq Heute und Morgen. 2 • Rejecting both 

the Stalinist past and the liberal concept of democracy, he 
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speculated about the conditions in which a democratization of 

socialism might be possible. 

A first condition, for Lukacs, was a reduction in socially 

necessary labour time that would shift the balance in human 

activity from the realm of necessity to the realm of freedom. 

Society would have to be able to produce .sufficient to satisfy 

the nec~ssities of ~aterial existence without absorbing all the 

time and effort of its people. This condition is recognised also 

by others who have thought about the problem. Kornai posited that 

sufficient slack in production would be necessary to undertake 

reform in an economy of shortage."' Bahro argued that a state of 

''surplus consciousness'', i.e. the existence of a margin of time 

and effort over and above the satisfaction of basic wants, was 

requisite for the pursuit of "emancipatory in_terests" as an 

alternative to the ''compensatory interests" of consumerism.•• 

The next condition would be a coalition of social forces 

upon which the structure of democratic socialism might be based. 

At this point, Lukacs' prescription becomes obscure. Like Bahro 

and like Gorz in the west, he did not, in this last phase of his 

thought, look to the workers as the leading social class around 

which democratic socialism could take form. He spoke rather of 

liberating the ''underground tendencies" hitherto repressed. The 

Party could, he hoped, reconstitute itself to achieve this. 

This was a hqpe inspired by the reform movement led by the 

intelligentsia in Czechoslovakia in 1968. It had a brief revival 

again ~n the GDR during the time Neues Forum and similar groups 
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were building the popular movement that overturned the Honecker 

regime. The project lives on for now in the Soviet Union, though 

its plausibility is diminished. The Party is an object of 

cynicism and the idea of socialism no longer has a secure basis 

of legitimacy. 

Two other routes towards democratization in recent eastern 

European experience have been, first, a movement from outside a 

moribund Party led by an independent workers' movement to which 

an intelligentsia attached itself (Poland); and second, an 

enl_argement of scope for independent decision-making in the 

economy through a strategic withdrawal by the Party from direct 

control over certain aspects of civil society (Hungary). Both of 

these routes now in retrospect seem to be leading towards' a 

restoration of capitalism. The former GDR shows a third route to 

capitalism: total collapse of the political structures of real 

socialism and full incorporation of its economy into West German 

capitalism. 

For the remaining European countries of real socialism, 

options for the future can be grouped broadly in,to three 

scenarios. Each of. these should be examined in terms of the 

relationship of the projected form of state and economy with the 

existing social structure of accumulation. 

The first scenario is a. combination of political 

authoritarianism .with economic liberalization leading- towards 

market capitalism and the integration of the national economy 

into the global capitalist economy. In its most-extreme form, 

• 
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this is a project favoured by some segments of the intelligentsia 

who recognise that a 

necessary to carry 

market forces; and 

"shock therapy" in the Polish mode will be 

through privatization and the freeing of 

that dictatorial powers will be needed to 

prevent elements of existing civil society, notably workers and 

segments of che bureaucracies, from policical protest and 

obstruction in respons~ to the bankruptcies of enterprises, 

unemployment, inflacion, and polarization of rich and poor that 

would occur as the inevitable accompanimenc to this kind of 

restruccuring. This is the option encouraged, wittingly or 

unwittingly, by the western consultants pullulating through the 

world of real socialism as the whiz-kid offspring of private 

consulting firms and agencies of the world economy. It is 

encouraged paradoxically by the revival of von ~ayek's ideas in 

eastern Europe and by the mythology of capitalism and of a pre­

environmentalist fascination with western consumerism. 

More moderate and mature political leadership m'ight hesitate 

before enforcing the full measure of market-driven adjustments 

upon the more resistant and the more vulnerable elements of civil 

society. The compromise envisaged by this leadership would likely 

be a form of corporatism that would aim at eo-opting core workers 

into the transition to capitalism, separating the more articulate 

and more strategically placed segments of the working class from 

the less articulate and 

corporatist core of 

less powerful majority. The enterprise­

real socialism's social ·structure of 

accumulation would thus lend itself to ' facilitating the 



transition to capitalism to something like the state-

capitalist option for western Europe discussed above with a more 

authoritarian political aspect. 

Some intellectuals have entertained the possibility of a 

transition 

political 

level of 

to capitalism 

system. This 

conflict that 

combined with a liberal pluralist 

vision most probably underestimates the 

would arise in formerly socialist 

societies undergoing. the economic stresses of a transition to 

capitalism in the absence of a corporatist compromise. The choice 

then would become which to sacrifice, democracy or the free 

market? The historical record, as Karl Polanyi presented it in 

his analysis of central Europe in the 1930s2•, suggests that 

democracy is first sacrificed but the market is not ultimately 

savedl This ·setting was, for Polanyi, the opening of the path 

towards fascism; and some observers from eastern Europe raise 

again this spectre as a not unlikely outcome of the social 

convulsions following the breakdown of real socialis·m. 3 o 

The second scenario is political authoritarianism together 

with a command-administrative economic centre incorporating some 

subordinate market features and some bureaucratic reform. This 

would leave basically intact the enterprise-corporatist heart of 

the existing planning system, which would also constitute its 

main political roots in civil society and its continuing source 

of legitimation ~n the 

the Soviet Union (with 

military and the KGB) 

"working class". The "conservatives" of 

the backing of some influentials in the 

may be counted among its supporters. The 
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long-term problem for this course would be in the continuing 

exclusion of the more peripheral segments of the labour force 

from any participation in the system, though these elements might 

be calmed in the short run if the revival of authority in central 

planning were to lift the economy out of the chaos resulting from 

the collapse of authority in both economic planning and political 

structures. The short-term problem would be the unleashed 

cacophony of the liberal intelligentsia with its international 

audience. 

The third scenario is the possibility of democratization 

plus socialist reform. As suggested above, this could take the 

form either of producer self-management, or of a democratization 

of the central 

combination of 

planning 

the two. 

process, or conceivably of some 

Of the three scenarios~ this one, with 

its two variants, is the least clearly spelled out. One reason 

for this may be, as David Mandell has suggested, that the power 

of the media in the Soviet Union has been monopoiised by the 

adherents of the first two and especially by the radical market 

reformers. 31 

Self-management has been claimed by both economic liberals 

and socialists. It has lost ground among the liberals without 

noticeably gaining conviction among socialists. Some of those 

economic reformers who once thought of self-management as a 

support to econom~c liberalization, now appear to have drawn back 

from this option. 32 Nevertheless, from a socialist perspective, 

the possibility must remain that self-management, in the absence 
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of some larger socialist economic framework, is likely to evolve 

towards a form of enterprise corporatism within a capitalist 

market, i.e. the moderate variant of the first scenario. 

The position of workers in relation to these three scenarios 

remains ambiguous and fragmented. In this there is a striking 

resemblance to the position of workers under capitalism since the 

economic crisis of the 1970s. The same question is to be raised 

in each case: does the unqualified term "working class" still 

correspond to a coherent identifiable social force? The potential 

for an autonomous workers' movement was demonstrated in Poland by 

§olidarnosc; but in the hour of its triumph that movement 

fragmented. The Soviet miners' strike of July 1989 revived the 

credibility of a workers' movement; but it has not definitively 

answered the question. 

Projects for managing and reorienting the working class that 

emanate from members of the intelligentsia are more readily to be 

found than clear evidence of autonomous working-class choice. 

David Mandell reports that the Soviet government tried to channel 

the miners' strike towards demands for enterprise autonomy, only 

subsequently to abandon self-management as part of market 

reform. 33 Academician Zaslavskaya, in a now famous internal Party 

document, advocated a policy of manipulating worker attitudes ''in 

an oblique fashion" through incentives.3• Som~ economic liberal 

reformers, no longer interested in self-management, entertain the 

notion of collective bargaining by independent trade unions as a 

counterpart to a capitalist economy. 

• 
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Workers, it seems, may not have very much of an active, 

initiating voice in the reform process. They may continue as 

previously to be an important passive structural force that 

reforming intelligentsia will have to take into account. Their 

attitudes might be remoulded over time as Zaslavskaya and others 

would envisage. For the present many of them are, as a structural 

force, likely to remain committed to some of the basic ideas of 

socialism: egalitarianism in opportunities and incomes, the 

responsibility of the state to produce basic services of health 

and education, price stability and availability of basic wage 

goods. !In this respect, they would have to be classified, in the 

new vocabulary with which Q§!.J::_esl;_~_()_jJca is discussed, as 

"conservatives''.) Workers like other groups are critical of 

bureaucracy and irritating instances of privilege. These are the 

basic sentiments that future options for socialism could most 

feasibly be built upon. 

Europe and the world 

The future of Europe has been considered here above in terms 

of the options for form of state and society as they are 

conditioned by existing social .forces within Europe-- forces 

which are the European manifestation of global tendencies 

discussed in the ,first part of the paper. Europe's relationship 

to the rest of the world will depend upon how Europeans define 

their own social and political identity by making their choice 
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among these options; but at the same time external influences 

from the world system are affecting the internal European balance 

of social forces in the making of these choices. 

The emerging European macro-region will have a formal 

political structure different from the more informal authority 

structure of the other two macro-regions, the U.S. and Japanese 

spheres. Whereas the United States and Japan are economically and 

politically dominant in their spheres, the European core area in 

economic terms is a corridor running from Turin and Milan in the 

south through Stuttgart in the east and Lyon in the west up to 

the low countries and the southeast of England, spanning seven 

states. In political terms authority rests in a consultative 

confederalism in which participant states have often differing 

policy preferences and micro-regions are .~sserting their 

autonomy. This makes it less likely that Europe can speak in a 

unified way, especially on foreign policy matters -- witness the 

divergences over the Gulf War -- although pressure from the other 

macro-regions could become a recurrently unifying force. 

The central issue in defining the future European identity 

will be the extent to which it is based on a separation of the 

economy from politics. Strong forces urge that this separation 

become the basic ontology of the new European order; and that a 

European-level political system be constructed that. would limit 

popular pressures. for political and social control of economic 

processes left to a 

based technocracy. 

combination of the market and a Brussels­

These forces have the initiative within 
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Europe, and ~hey have ~he external backing of the United States 

as ~he enforcer of global economic liberalism. Europe has, 

however, a deeply-rooted tradition of political and social 

control over economic processes, both in western social democracy 

and in eastern real socialism. This is why the transformation of 

eastern European societies can be so important; despite their 

current weakness, in the overall balance of social forces shaping 

the future. East and West are no longer isolated compartments. 

Political processes will flow from one to the other; and although 

now the dominant flow is from west to east, a counterflow may be 

an~icipated in migration and in political movements. Despair 

generating righ~-wing extremism in the east could merge with 

righ~-wing extremism in the west. The emergence of a firmly based 

and clearly articulated democratic socialism from the 

transformation of real socialism in the east could likewise 

strengthen western social democracy. 

Europe's relation with the United States will in the long 

run be redefined as Europeans recreate their own identity. The 

Gulf War and President Bush's "new world order" placed Europe in 

an ambiguous position. Britain and France follow'ed the U.S. lead, 

in~ent on regaining a position near the centre of global politics 

as might have been envisaged in the 1940s. Neither appears to 

have gained status or other rewards as a consequence. Germany 

held back, conscipus of a divided domestic opinion and of the 

overwhelming need to give priority to ab.sorbing the imact of the 

collapse of real socialism to the east. Italy, in a certain 
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manner, followed both courses. 

Will Europe continue to accept the role of the United States 

as enforcer of global-economy .liberalism? Will Japanese continue 

to subscribe to the U.S. deficit? The United States, despite its 

unquestioned economic and political power is moving into the same 

kind of difficulties as beset the Soviet economy -- declining 

rates of productivity, high military costs, and an intractable 

budgetary deficit. The role of enforcer is not sustainable by the 

United States alone; and there is a real· question whether 

Europeans and Japanese would want to perpetuate and to subsidize 

this role for long. 

Reconsidering Europe's 

links directly 

Gulf War was, 

to Europe's' 

relationship to the United States 

relationship to the Third World. The 

in one of its aspects, an object lesson to the 

Third World that the global political economy was capable of 

mustering sufficient military force to discipline and punish 

Third World deviants from acceptable behaviour. The subsequent 

decision by NATO to establish a rapid deployment force under 

British command can be read as a reaffirmation of Gulf War 

strategy. 

This is consistent with a view that sees the Third World 

from the perspective of the dominant forces in the global 

economy: some segments of the Third World become integrated into 

the globalization process; other segments which remain outside 

must be handled by a combination of global poor relief and riot 

control. Poor relief is designed to avoid conditions of 

'. 
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desperation arising from impoverishment which could threaten 

political destabilization of the integrated segments. Riot 

control takes the form of military-political support for regimes 

that will abide by and enforce global economy practices, and, in 

the last instance, of the rapid deployment force to discipline 

those that will not. 

Europe, in historical 

particular relationship to the 

and in geopolitical terms, has a 

Third World: the relationship of 

Islamic to Christian civilizations. Europe's vocation for unity 

can be traced to the medieval Respublica Chr~stiana, a concept of 

unity that had no corresponding political authority. Islam's 

vocation for unity looks to an equally distant past and the 

ephemeral political authority of the caliphate. Its unity also 

transcends states. Islam is for Christendom the great ''Other''. In 

contemporary terms, Islam also appears as a metaphor for the 

rejection of western capitalism as a developmental mode. 

The bridging of the schism between East and West in 

Christendom leaves unresolved the confrontation with Islam. 

Whereas the the global economy perspective sees the Third World 

as a residual, marginal factor, a non-identity, the historical 

Islam as a different perspective 

civilization. 

borders and 

internalized 

of Europe confronts 

This confrontation is not only external, across 

the Mediterranean sea. It 

within European societies, 

is 

e.g. 

also 

in 

becoming 

political 

phenomena such as the Front national in France. A challenge to 

the new Europe is to free itself from the residual, marginalized 
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view of the Third World and to confront directly the cultural as 

well as economic and political issues in a recognised coexistence 

of two different civilizations·.•o 

Europe, in sum, can be a proving ground for a new form of 

world order: post-hegemonic in its recognition of coexisting 

universal is tic civilizations; post-Westphalian in its 

restructuring of political authority into a multi-level system; 

and post-globalization in its acceptance of the legitimacy of 

different paths towards the satisfaction of human needs . 

.. 

• 
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1. The Transition to a Market Economy 
(This paper is concerned essentially wtth the lmpact of 

1
the ongoing 

economic reforms in Eastern Europe and the Soviet Uhlon on the 
position and prospects for development of Third World Colmtries. The 
process of political democratization Is an essential precbndltlon for 

I 
successful economic reform since the transition from a command 
economy to a market-oriented system must have wider popular 
support, in view of the accompanying hardships Involved. Here, it is 
asswned that democratization Is sufficiently develo~ed to give 
adequate support to the necessary econoin1c reforms.) i 
Wh!le all the countries of Eastern Europe have noWj committed 

themselves to some type of market-oriented economic reform, they vary 
greatly in the rate at which they are moving towards a market ~conomy. as 
well as In the sequence and t!ming of the policies adopted to achieve this 
objective. These differences are particularly evident in a cotPparlson of 
developments in the former German Democratic Republic, Poland and 

' Yugoslavia - which have been subject to the 'shock treatment' of sudden and 
comprehensive liberalization of both domestic and foreign trade - and in 
Czechoslovakia and Hungary, where the reform process has ~een spread 
over a period of years. The Soviet Union, as well as Bulgaria and Romania, 
are in a separate category, since though the 'command system' ihas broken 
down effective market-oriented Institutions are not yet in place. i 

The pace of reform, and the length of the transition to a\ reasonably 
efficient market system, must therefore be expected to vary donsiderably 

' among the former CMEA countries. Moreover, it seems certain that the 
transition will take a substantially longer time and that the tlislocations 
suffered will be substantially greater than had generally beert \anticipated 
even a year ago. In 1990 the economic situation worsened sharply In all the 

I East European countries. with partlcularly large declines 1lj industrial 
output- by 20% or more, compared with 1989- in the former GDR. Poland 
and Romania. For Eastern Europe as a whole, excluding the Sbviet Union, 

' the contraction in industrial output In 1990 Is estimated at 17.;5o/o, while a 
further sharp decline was recorded for the first quarter of 1991 (jTable 1). In 
the Sm.1et Union industrial production fell by 5% !rt the firs~ quarter of 
1991, with wtdespread shortages being reported at the consumerllevel. 

; 

The economic dislocation affected the agricultural sector I also, while 
gross investment in both Eastern Europe and the Sm1et Union wl:is cut back 

~~~=~~1~e ~~ ~a~~gd:~~::;~~ :::et~:U~:~~~. ~~* ~~~h~ 
contraction in Soviet demand for their exports, while their te~s of trade 
substantially deteriorated. In the SoViet Union, major factors a work were 
the breakdown of the old 'command system' while a new mar et-oriented 
institutional framework was not yet In place, accompanied by s arp falls ln 
output and exports of energy and raw materials, and consequently in export 
revenue, resulting in large cuts In essential Imports. 
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TABLE 1 
i 

Output and Investment in Eastern Europe and the Soviet Union: , 
1981·91 

1981·85 1988-88 1989 1990 1991(8) 
(average) (average.) (1st qtr.) 

(annual % growth rates) 
Eastern Europe: 
Industrial output 2.7 3.3 0.2 ·17.5 I ·13.0 
Agricultural output 1.1 0.3 -3.5 
Gross Investment ·0.7 3.4 ·1.5 ·13.3 

Soviet Union: 
Industrial output 3.6 4.0 1.9 ·1.2 ·5.0 
Agricultural oulput 1.1 2.1 0.8 ·2.3 
Gross investment 3.5 6.7 4.7 -4.3 -16.0 

sources: Economic Survey of Europe In 1990·91 (Table 2.2.1) and The ECE EconomiiJs in mid· 
1991 (Table 3), UN Economic Commission for Europe, Geneva. 

(a) Compared with first quarter 1990 

The magnitude of the economic dislocation 1n the SoViet Union Is 
extremely large while, as mentioned, progress 1n establishing a new market· 

' oriented framework has so far been slow and largely Ineffective. }o/en though 
the economic reform process Is expected to gain momentum, following the 
frulure of last month's coup attempt. the transitional period seem~ certain to 

I be prolonged • at least to the latter part of the 1990s. Though some of the 
transitional economies of Eastern Europe may well become full~ Integrated 
Into the international economic system before then, it would se~m prudent 
to assume that the early and middle years of the 1990s Will be! to a large 
extent, one of transitional difficulties !n the fanner CMEA area, accompanied 
by significant unemployment, restricted levels of imports and sldw growth • 
if any - 1n output of goods and services. 

Once the transitional period Is over, and the former C countries 
are fully Integrated with the International economy, perhaps t. wards the 
end of the 1990s, tbese countries should be able once again to achieve 
sustained domestic growth and expanding foreign trade, J.ncl d!ng trade 
With developing countries. However, the relattvely gloomy outlqok for the 
short- and medium-term Is likely to have adverse repercusstdns on the 
export earnings and inflows of financial resources of 1hird World ~ ountries. 
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2. Trade Effects on Developing Countries , 
The Impact of the economic reform process 1n Eastern Europe on the 

exports of developing countries ,,;n be both direct, as regards East 
European countries as markets, and Indirect, as regards cdnsequential 
changes In western markets. I 

Western markets are by far the most important outlets fot developing 
country exports,l so that the indirect effects of economic reforms in Eastern 
Europe may well outweigh the direct effects in Eastern Europe ~tself, There 
are several indirect mechanisms which could affect the outcom~. First, the 
extension of trade preferences, or the I.J.ft1ng of discriminatory import 
restrictions, by western countries on their imports from Eastern Europe 
would involve an erosion of the preferential trade margins curr~tly enjoyed 
by developing countries under the UNCTAD Generalized .J Syst= of 
Preferences (GSP). and under the current Lame Convention between the 
European Community and the associated African, Caribbean and Pac!ftc 
.(ACP) countries. 
r ·-~. With the recognition by the European Community of fb.e political 
independence of ilie three former So¥iet Baltic States, consider~tion is now 
likely to be given to ilie negotiation of Association Agreemedts of these 

I States with the Community. Agreements of this type between the 
Community and Norili African countries. for example. provide for 
preferential entry of goods from these countries into the Commurilty market. 
S!mtlarly, trade preferences are likely to be negotiated for the Bhltic States. 
and probably for other East European countries also, In any ca!se. western 
countries have already considerably relaxed their dls~l riminatory 
quantitative restrictions against imports from some East

1 
European 

countries, though it must be noted that import quotas for these countries 
were not always fully taken up because of supply difficulties. j! 

With closer trading links between Eastern Europe . d western 
countries. East European exports of a range of foods and I of labour­
intensive manufactures - the two areas In which these countrie~ have some 
comparative advantage - can be expected to expand. and to displace, at 
lease to some degree, competitive exports, from developing[ countries. 
Moreover, these two product groups are also those in which ~ Southern 
European countries - Portugal, Spain and (Southern) Italy - ave major 
export interests, particularly in the Community market d political 
pressure from these countries may well be exerted to limit ilieir wn loss of 
market share, consequent upon a reduction In barriers to lorts from 
Eastern Europe, by seeking some offset In the form of a r ductton In 
competitive Imports from developing countries. In any event, !t r ems likely 
that some significant trade diversion 1n these two product groups will occur 
at the expense of developing country suppliers. 

I 
1 In !989, Eas~rn EW'()pc took only 4% of devciopiog counltics' cxpO:ts (exduding cxp rt$ from OPEC 
countries). 
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The process of trade diversion appears already to have be un in 1990, 
when those East European countries most advanced in the ansition to 
market economies - Poland, Hungary and, to a lesser extent, Cz choslovakia 
- achieved a substantial expansion in exports to western marke s (in total, a 
rise of over 25%, compared with 1989, a major part of the incre se being in 
food and manufactured consumer goods).2 This contrasts sh ~Y w:tth the 
large contraction 1n 1990 1n trade among the former CMEA co tries, and 
the decline in exports to developing countries frable 2). Th 1mpact of 
European trade diversion - which is 11kely to be accentu ted by the 
inauguration of the Single Market at the end of 1992 - will, owever, be 
attenuated to the extent that the degree of protection enjoyed y domestic 
producers 1n Europe is reduced as a result of the Uru ay Round 
negotiations. During the 1960s and 1970s the trade diversion e ects arising 
from the continUing process of integration among the econom.ie~ of Western 
Europe were to some extent offset by successive rounds of trade 
liberalization (though there were many exceptions as regards[ commodity 
exports from developing countries). A substantial reduction in trade barriers 
affecting developing country eh"JlOrts, particularly of agrtcultuf,li products 
and of labour-intensive manufactures. would seem essential tb prevent a 

I 

major loss of market share by developing countries during the 19l90s. 

Second, lt seems unlikely that the East European transition will 
adversely affect the exports of capital- or skill-Intensive manufabtures from 

I the Newly Industrialising Countries (l\TICs) of East Asia to western markets. 
' The NICs are now extremely competitive in world markets for a 1de range of 

'high-tech' manufactures, such as electronic apparatus, computers, 
automobiles, etc.. in which East European industry is notoriously 
backward. Even in labour-intensive manufactures, the market shares of the 
NlCs are unllkely to be seriously threatened. I 

I Third, a smaJJ number of developing conntrles have for ~any years 
been heavily dependent on the Soviet and East European markets for the 
bulk of their export earnings. Under various bllateral trade and 9o-operation 
agreements, some developing countries enjoyed stable prices for their 
exports well above world market levels (Cuba's sugar exports 3 the Soviet 
Union being the most Important example). These countries now face severe 
financial difficulties as a result of the foreign trade crisis f the East 
European countries reflecting, inter al!.a, the change to trad g at world 
prices as from the beginning of 1991, and the severe disloca~ons in the 
Soviet economy. I 

I 

2 "C" "'O'l""''C ~IJ"\'C" o~>,. T-~t- 3, < ·-d A-,-.•·,. T·hle c 9 l.;. f..;. ._, • V ;. • • ' ) , J'·- ;.., ,~:.) "' ·•'''' .. ,, I'!• -"'- ·' •''- '"' · · 



TABLE 2 

Foreign Trade of Eastern Europe and the Soviet Union: 1988to First Quarter of 1991 

Eastern Europe Soviet Union 

Exports to: 
Former CMEA (b) 
Developed market 
economies (c) 
Devel~pi~g_ 
countrles(CJ 

Total( c) 
;,(volume) 

• 
Jmports from: 
a Former CMEA(b) 

Developed market 
economies( c) 
Developing_ 
countries( C) 

Total(c) 
(volume) 

1988 1989 1990 1991(8) . 1988 1989 1990 1991(8) 
(1st qtr.) l (1st qtr.) 

(annual % change) 

5.0 ·1.4 -5.9 ·25.5 ·3.0 ·1.5 ·16.1 ·13.2 

10.7 6.5 11.6 14.8 7.8 7.8 12.f ·8.0 

1.8 ·12.5 ·14.3 ·6.7 2.2 2.0 ·9.5 -40.8 
' 7.5 ·3.5 ·9.2 ·10.7 2.7 ·1.3 -4.8 ·15.3 

(3.7) (·2.1) (·10.0) (4.8) (·12.9) 

. I 
·1.4 ·2.3 -8.7 27.4 

I 
3.0 3.0 ·1 .ii' ·36.4 

10.9 4.8 24.2 17.2 
i 

22.6 21.1 s.r ·47.7 

0.5 5.5 1.0 17.4 26.0 3.8 -47.2 
' 3.0 ·2.7 ·1.7 0.4 11.6. 6.9 5.p -44.7 

5 

note: 

(3.3) (0.9) (·0.5) . (4.0) (9.3) (·1.8) . 

The 1991 figures are subject to serious statistical collection and definillonal problems 
and must be treated -with caution (see The t:CE Economies in mid-1991, op. cit. 
~.9·1~. l 

(a) 

(b) 

(c) 

sources: 

Compared with first quarter 1990. For both periods, the figures excl de the former 
German Democratic Republic from 'Eastern Europe' and 'Former CMEAI. 

In terms of transferable roubles. ! 

. i 
In terms of US dollars. l . 
Economic Su~sy of Europe In 1990·91 (Tables 2.2.1 and 2.2.17), and The ECE 
Economies in m/d-1991 (Tables 3 and 7). UN Economic Commlssl n for Europe, 
Geneva. 
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Apart. however. from the relatively few developing co3tries which 
were CMEA members, and the NICs, the majority of develop g countries 
stand to suffer loss of market share as a result of the econom1 Integration 
of Eastern Europe With western markets. Market share Ios~ could be 
attenuated, possibly to a substantial extent, by a large red ctlon - or 
phasing out- of import barrters of western countries which obs · et exports 
from developing countries. Equally, a significant rise In the GDP growth rate 
In western markets, particularly in the European Community, v ould offset, 
to a greater of lesser extent, a loss of market share by developin; countries. 
But, at the present time, neither of these offsets would seem highly likely to 
artse. 

In addition to the Indirect effects of trade diversion, there ll'e likely to 
be adverse terms of trade effects also, especially for the minerals and metals 
exported by developing countries. The Soviet Union Is itself the world's 
leading producer of many important minerals (iron ore, lf ad, ruckel, 
manganese and potash), whlle changes in Its exports of many others 
(copper. zinc, gold, diamonds and platinum group metals) can irl.fluence the 
world market substantially. Over the past year or two. the co~bination of 
acute shortage of convertible currency and fall1ng industlial production has 
provided a powerlul Incentive for increasing Soviet exports of the~e minerals 
and metals to western markets. l 

SoViet ruckel exports to western markets account for ab ut 15% of 
western supply. Eastern Europe together With the Soviet Un1on, supply 
between 1-3% of western consumption of copper and alurniniuml, enough to 
have a significant effect on prices if supplies become plentiful. So~et exports 
of both aluminium and copper rose substantially in 1990 ·and a further rise 
Is anticipated for 1991. For both lead and zinc, the SoViet Uruoh became a 
net exporter in 1990 haVing previously been a net importer. 

Tills· general rise in Soviet supplles is already adding to existing 
depressive forces on world minerals and metals markets. It ~as recently 
been estimated that the additional Soviet supplies will result inlan average 

-fall of 20% in the pnces of metals traded on the London Metal ~xchange in 
1991 taking them close to their historic low points reached in li9863. Price 
falls of this magnitude will involve serious foreign exchange loses for 
developing countries dependent on these minerals and met,s for their 
export income. 

Turning now to the direct effects of the economic eforms on 
developing country e>..-ports, it seems clear that the main !n1tial uipact so far 
of the reforms on imports into Eastern Europe (other than the S~Vtet Union) 
have been (i) a sharp rise in the cost of imports from the Soviilit luruon from 
the beg!nn1ng of 1991 as a result of the change to trade at world prices, and 
(U) a substantial rise in imports from western countries - m ly those in 
Western Europe - beg1nn1ng in 1990 and continuing 1n 1991. Ir ports from 

3 Flnancial Ti~r.cs, Lo~dor. 11 Scj1tcmhcr 1991. 
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developing countries into Eastom Eun>po. howovoc, '""' ,jnan< whtlo 
those Into the Soviet Union were sharply reduced In the earl)\ months of 
1991 (see Table 2). The contraction In Soviet 1mports In 1991, w'H.tch affected 
all sources of supply. reflected that country's acute shortage o~-convertible 
currency, as well as the underlying dislocation of the domestic economy. 

The experience so far thus indicates a marked switch In thl sources of 
imports into the reforming economies of Eastern Europe In favo~ ofwestern 
suppliers. Within the total trade flows, however. there may be some 
commodities such as tropical fruits (e.g. bananas), coffee and cocoa, 
consumption of which has been. severely repressed for decades! In Eastern 
Europe and the Soviet Union, and developing countries exporting such 

I 
commodities could gain with the llberallzatlon of the foreign trade regimes in 
Eastern Europe. 

The continUing severe shortage of convertible currency. both in 
Eastern Europe and the Soviet Union, and In the majority ofil developing 
countries remains a major limiting factor, however, In efforts

1 
to expand 

East-South trade. Consideration needs to be given to possiblellnnovatory 
financial arrangements or mechanisms which would m.!nl.mize the adverse 
effects of the convertible currency shortage on this flow of !trade. One 
mechanism which has been in use by many developing countries. so far 
confined to their trade with market-economy countries. I has been 
countertrade (even though this has disadvantages similar to f;ure barter 
trade). and an extension of countertrade deals would be one way of avoiding 
the limitation to trade resulting from the scarcity of convertible currencies. 
Another possibility might arise if the various countries of Eastern Europe 
entered into a 'common payments union' for clearance of trade lfnbalances, 
which could at a later date be extended to those developing colintrles with 
which they have substantial trade flows. L 

A further approach recently suggested< is that the Europe Bank for 
.Reconstruction and Development should 'take over' commercial ~ank claims 
on developing countries (presumably by purchasing them on thd secondary 
market). The Bank could then use these claims as credits to Eas~ European 
governments. thus providing the latter with an Incentive to inErease their 
purchases from developing countries. However. such schem s, even if 
successful, are unlikely by themselves to achieve a subs tial and 
sustained growth in East-South trade. Of more fundamental 1meortance 1n 
the transitional period would be greatly expanded flows of financial 
resources to both Eastern Europe and to developing countries. I 

4 A. P. Muller, 'The Crcdit-wcrthtncss and lntcmuticn!!l PaymentS Ability of Sovereign States', lnrcreconomics, 
March/April 1991. 
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3. Financial Flows 
(a) Official Development Assistance (ODA) 

Though western governments have stated that aid to Eas em Europe 
will not be at the expense of aid to developing countrtes,s many d World 
representatives have expressed concern at the possibility of 'aid !version' in 
favour of Eastern Europe. This concern reflects primarily the f1 et that 'aid 
fatigue' on the part of the main donor countries (DAC-ODA fa developing 
countries has stagnated at about 0.35°Al of GNP for several years) has 
coincided with the strongly expressed desire of western gove ents to 
launch large new aid programmes for Eastern Europe. Mor over, as a 
consequence of the end of the Cold War, the strategic val e of many 
developing countries to the West has been sharply reduced, and s is likely 
to reinforce the 'aid fatigue' syndrome. 

International finanCial commitments in support of econo c reform in 
Eastern Europe have risen substantially since 1989, when su h financial 
support was focussed on Hungary and Poland. By early 991, total 
commitments for the area (excluding the former GDR) amoun d to some 
US$24 bill1on, to be disbursed over several years. TI:tis Includes , S$8 bill1on 
agreed or under negotiation with the IMF, about US$6 bill1on in bilateral aid 
and nearly US$4 bil11on in facilities established by the Group of ~4 Western 
Countries. 6 lt is too early to document annual flows under fue vartous 
programmes covered, but if, for example, disbursements were $pread over 
three years, the annual financial transfer (US$8 b!llJon) woul~ represent 
over 15% of the DAC-ODA total ofUS$48 billion. 1 

The likelihood of aid diversion will also depend heavily qn financial 
disbursements by Western governments to the Soviet Union. Ai: .the Rome 
summit of European CommUnity leaders in December 1990, a prbgramme of 
1.15 billion ECU (approx. US$1.3 billion) of aid for the SoViet I Union was 
approved.7 However, a much larger financial support from the West will be 
required to support reconstruction and reform in the three B tic States 
(which are now seeking up to US$3 billion from the West), s an to support 
accelerated economic reform in the rest of the Soviet Union. 

By early 1991, total bilateral credit commitments to the S viet Union 
amounted to some US$22 billion, including bilateral soft loans for 
restructuring and emergency relief, and trade credits. 9 Most of s is likely 
to be used in 1991 and 1992 to settle outstanding debts andl to finance 

I 
I 

5 Declaration of DAC member governments at their meeting in late 1989. 

6 Economic Survey of l!urope, op. cit. (!able 3.3.13). 

7 The programme includes food aid, credit guarantees for exports of agricultural produc and technical 
assistance. 

8 Financial Times, 29 August 1991. 

9 Economic Survey of Europe, op.cit. .J'able 3.3.16) 
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essential imports. The medium-term outlook will depend on
1 
whether a 

credible reconstruction and reform plan can be devised in '\'iew of the 
uncertainties regarding the diVision of political power in the c6untry, and 
the degree of social consensus on the proposed reforms. The eatlier 'Grand 
Bargain' proposed in the Yavlinsk:y Plan of last June envisaged~l.vestern aid 
of USS20-35 billion a year, and while such. amounts seem unlikely to 
materialise in the near future, a reform programme of even h that s1Ze 
could, together with aid to Eastern Europe, represent a signifl.caht tbreat to 
the overall western aid commitment to developing countries. I 

There is also the posslbillty of diversion of food aid from thb European 
Community to Eastern Europe (Poland being the largest recipient of such 
food aid in 1989-90), while Eastern Europe is also likely to be ~competitor 
for scarce technical, financial and management skills vital to ihstitutlonal 
reform.lo 

' '·· Apart from aid diversion from western countries. the economic 
dislocation and foreign exchange crisis confronting East Europeah countries 
and the Soviet Union has inevitably resulted in the collapse of ilie!r own aid 
flows to developing countries. These were never large (in relation ~o aid flows 
from the West), some USS4-5 billion a year, most of which came from the 
Soviet Union, and were heavily concentrated in relatively fe~ countries 
(particularly Cuba, Mongolia and Vietnam). The latter now have to adjust to 

I the cessation of this aid, as well as to the loss of trade and related 
preferences, mentioned earlier. 

Given present levels of aid commitments, the risk of aid diversion from 
Western countries cannot be discounted. However. there may be h change of 
aid scenarto in favour of the developing countries. 1f the needs for new aid 
commitments are recognised and sufficient political will could bb mobillsed 
to bring this about. The magnitudes involved under this scenanol are set out 
in Table 3. The Preparatory Committee for the United Nations Cohlerence on 
Environment and Development has endorsed this as a poncept of 
partnership in addltionality, which would be based on a 1 developing 
country's clear articulation of policies and strategies and a prqgramme of 
action for their implementation. Resource transfers could take place In the 
framework of an agreement between donors and recipients based on 
development contracts enabllng countries to implement long term 
programmes for sustained development. ! 

To summarize, the net capital Inflows required for lu~talnable 
development in developing countries need to rise during the [ggos from 
US$60 btllion to US$140 billion, a substantial portion of which, I by helping 
olow doWI'l. population growth, ~ervc~ the goal~ of boUl ~ucltt.l.l~ u~;;~;e:l::;ary 
growth and environmental protection. To place these figures a policy 
context, it is necessary to relate them to the 1990 total of Official 
Development Assistance (ODA). which Is about US$55 btlUon. Th additional 

!0 Eastern Europe and ti:e Developing Countries, Briefing Papcr, June 1991, Overseas Dcvel pmcnt Institute, 
London. 
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net capital inflow requirement of US$60 billion for 1990 thus ould have 
implied roughly a doubling of official aid flows. For Japan, o take one 
important example, whose ODA stands at around US$9 billion r 0.32% of 
GNP, a doubling would imply very nearly reaching the accepted N target of 
0. 7% of GNP. Japan's tax rates have already been increased to provide an 
additional US$9 billion to help pay for the costs of the Gulf , and Dr. 
Saburo Ok1ta, the Chainnan of the WIDER Board and a fo er Foreign 
M.!n.tster of Japan, has urged that Japan should s bsequently 
"institutionalize this increase" in order to divert the increment revenue to 
development assistance.ll A political decision by Japan along ese lines, 
namely to reach the 0.7% ODA target in 1992/3, would cons tute a very 
positive response to the South Commission's call for "doubling e volume of 
transfers of concesslonal resources to developing countries by 995"12 and 
would set a powerful example to other donors. The need to go en beyond 
this and increase the 0. 7% target to 1 o/o in the speciftc case o~ Japan has 
also been argued by Dr. Okita.13 Indeed, this increase to 1 o/ot has been 
recommended as the revised target appropriate in the 19 Os for all 
developed countries in the Report on the Stockholm Initlatlv presented 
recently to the Secretary-General of the United Nations by Herr Willy 
Brandt. H The WIDER estimates of net capital flows needed for rsustainable 
development during the 1990s, presented in Table 3. suggest the need to 
achieve the 1 o/o target sooner rather than later. 

In addition to the net capital reqUirements of developin.~ countries, 
allowance must also be made for the foreign exchange support lf.at is likely 
to be needed to sustain the reform process in Eastern Europe an~ the Soviet 
Union. Recent research in WIDER by Professor Jeffrey Sachs of Harvard 
University and Dr. David Lipton15 suggests that for East m Europe 
excluding the Soviet Union, total additional foreign exchange r qUirements 
could amount to some US$30 billion a year over the years 1991 ~d 1992. A 
similar magnitude is anticipated for the Soviet Union over the bomlng five 
years so that the annual foreign exchange cost of supporting th!e economic 
reform process in the former Council for Mutual Economic I Assistance 
(CMEA) area can be estimated at USS60 billion for the early 19~0s. For the 
second half of the 1990s, however, the need for similar extern assistance 
should diminish appreciably as the economies of Eastern Eur pe become 
more efficient and closely integrated \Vith the international econo y. 

11 Saburo Okita, "Japan: Be~r to Spend These Billions on Aid than on Arms", International erald Tribune, 
17 Aprill99L 

12 South Commission, op. ciL, p, 269. 

13 Saburo Okita, op. ciL 

14 Willy Brandt et al., ComtMn RespoiiSibiliry in tM. 1990s: The Stockholm Initiative on Glo a/ Securiry and 
Governance. Stockholm, 1991. 

15 La! Jayawnrdcr.a, op. ciL 
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Tabla 3 

Add~lonal Demand for, and Supply of, Foreign Savings 
In Developing Countries and Eastern Europe: 1990.2000 

(US$ billion) 

Early 1995 2000 
1990s 

Demand for foreign savings 
Developing Countries 
• Socially necessary growth 40 50 60 
• Environmental protection 20 65 80 

.Total for Sustainable Development 60 115 140 
'_..,· 

:rEastern Europe and Soviet Union 60 50 25 
~:(borrowings In support of 
"'economic reform) 

Total demand 120 165 165 

Supply of foreign Savings 
Increase in ODA of DAC 
countries (a) 
from 0.35% to 0.7% of GNP 55 (b) 60 70 
from 0.7% to 1.0% of GNP 50 60 

Surpluses released by reducing US 65 55 35 
deficit, etc. 

Total Supply 120 165 165 

(a) Assuming a 3.5% p.a. average growth rate in real GNP from 1990 tb 2000. 
(b) Relaies to'1992·94 average. I 

notes: 

source: La! Jayawarda~a. The Macroeconomics of Sustainable Development, ~aper prepared 
for the WIDER Conference on 'The Environment and Emerging Develdpment Issues', 
3·7 September: 1990, Table 7; forthcoming in (eds.) Partha Dasgupta ~nd Kari·Goran 
M1iler, The Environment and Emerging Development Issues: WID A Studies in 
Development Economics, Clarendon Press, Oxford. 

i 

I 
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As summarized in Table 3. the various considerations disclJssed above 
indicate an additional capital requirement for socially necessary growth and 
environmental protection in developing countries, plus e cost of 
supporting economic reform In Eastern Europe, of some US$1 0 billion a 
year in the early 1990s rtslng to some US$165 billion In the se ond half of 

could be envisaged. to the extent that many countries -- oth in the 
developing world and In Eastern Europe -· which have had rel tlvely high 
military expenditures In recent years, are able to reduce their imports of 
military and related equipment and materials. Imports of major capons by 
developing countries in the closing years of the 1980s totalled s~me US$20 
billion a year, about 40% of which went to the Middle East ount:rles.l6 
International efforts to achieve a stable peace In that regt n, and to 
encourage the ending of civil wars elsewhere, should enable developing 
countries to reduce their imports of military equipment slgntfic~, at least 
by mid-decade. For example, a recent report by an Expert Group on Afrtca's 
Commodity Problems appointed by the Secretary-General of e United 
Nations recommends inter alia that African governments "movf quickly to 
reduce military expenditures from the current average of 10% of · overnment 
expenditure to a maximum of 5%."17 Reduced levels of military pending in 
developing countrtes would both make it easier for them to meeti targets for 
sustainable development and enhance their moral claim to ~1 ansfers of 
foreign savings. How far reduced military expenditures will be translated 
Into a reduced demand for foreign savings In comparison to e picture 
presented in Table 3 remains problematic. 

Turning now to the potential supply of additional foreign! savings, it 
would seem that the additional capital requirements could be met 

·essentially by a comb!naUon of two measures, Viz. a significant I rise In the 
current level of Official Development Assistance (ODA) from OECD.countries 
and. given the ending of the Cold War, a phasing out of the US cbmm1tment 

' to NATO which currently costs half the US defence budget of US$ 00 billion. 
or some US$150 billion a year. This second measure would allow Japan and 
other surplus countries to switch to the developing countries equivalent 
amOunt of savings hitherto absorbed in financing the twin de cits of the 
United States (in its budget and balance of payments) which ounted to 
US$150 billion each in the late 1980s.18 The growth slowdown allowed by 
recession In the United States In the early 1990s has been a maj. r factor in 
the recent reduction of the US external defiCit, and also a redu tlon in the 
external surpluses of Japan and several other countries. Howeve , the slack 
In the economies of the latter countries, which represents effect the 
counterpart to the fall 1n their surpluses, indicates that . ere exists 
Industrial potential to restore the previous level of surplus given the 

16 SIPR! Yearbook 1989, World Armaments and Disarmament, Oxford university Press, 1989, able 6A.2. 

17 United Nations, Africa's Commodiry Problems: Towards a Solution. New York, June 1990, ~ 72. 

IS Olivie.r Blanchard et al., Global lm/xllar.css: WIDER World Economy Group 1989 Report, Helsinki, !989, 
Preface by Lal Jayawardena. 
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adoption of appropriately expansionist domestic pol!c!es. To· make this 
potential effective, however. the developing countries for their part would 
need to implement effective domestic policy reforms so as to attract the 
potential savings of the surplus countries. 

Table 3 indicates possible combinations of higher ODA levels and 
surplus sWitching, both of which depend on relevant policy decisions by the 
OECD countries. Clearly, the non-attainment of the long-standing aid 
objective of 0.7o/o of GNP by mid-decade would make all the morb important 
the implementation at an early date of policies directed to sWitching the 
surpluses of Japan and other countries towards developing cburitries. In 
that event, mechanisms will have to be found for tapping thesh surpluses 
which are mostly in private markets. Tills can be done under the guarantee 
of interested countries, and might possibly involve new institutibn bullding 

I 

along the lines of the European Bank for Reconstruction and 11evelopment 
(EBRD). Alternatively, resources could be raised by a tax on env1tonmentally 

·! damaging actiVity, e.g. carbon emissions. 

What Table 3 also suggests is that there may well be a
1 
division of 

labour, as it were, between the developing countries on the on~ hand, and 
Eastern Europe and the Soviet Union on the other, as ~;egards the 
apportionment of the additional supply of foreign savings. me proposed 
increments to ODA would suffice, by and large, to look! after the 
requirements of the developing countries. leaving Eastern Eun~pe and the 
Soviet Union to tap the surpluses released by US adjustment and available 
in private capital markets on more nearly market-related terms~ What this 
amounts to is that L'le peace d!v1dend from the-ending of the Cold War could 

I accrue in part as resource transfers to Eastern Europe and the 5p•1et Union 
on market-related terms,. while the balance could accrue as <DDA to the 
developing countries on concessional terms. I 

4. Private Capital Flows 
The economic reforms in Eastern Europe and the Soviet Union include 

legislation designed to encourage foreign direct investment, barticularly 
through joint ventures. At the end of 1989 about 3,000 such jofut ventures 
had been approved. while by a year later the number had rt~en to over 
13,000. By end-March, 1991 there had been a further increa e to about 
19,000,1 9 at which date the total foreign capital committed can b estimated 
at about US$10 billion, though only a relatively few had actually 
commenced operations. There remain major obstacles to expbding the 
inflow of private investment capital, reflecting the inadequacy; f existing 
legal systems in protecting the interests of foreign investors, we economic 
Infrastructure and sho~ges of intermediate inputs. In view of e vast size 
of global foreign dtrec~ investment flows, the relatively marglal flows to 
Eastern Europe are urillkely to involve any stgniflcant diversio of private 
investment funds awayifrom developing countries. 

I I 

19 East-Wen Joint \1~nturc.< Ncwl_ No. 8, July 1991. UN Economic Commi;>ion for Europe, Gbncva . 

.. 
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There has, in any case, been a shift in the distribution of ~lobal direct 
investment flows away from developing countries over the 11ast decade. 
Developing countries took an average of 25% of the global total in the first 
half of the 1980s, their share falling to 18-19% in the seco~half, the 
average for 1988 and 1989 being even lower at 17o/o,20 This dec e reflects, 
in part, the diffl.cultles of debt-burdened countries in attra g foreign 
private Investment but. in part also, a large expansion in . ass-border 
investment by TNCs within the industrialized areas, p~ularly the 
Influence of the build-up to the Single Market In the European Community 
in stimulating the Inflow of private capital into Community coun · es. 

Of considerably more importance than the above ast possible 
iniluence on investment-diversion are the very large sums bein invested in 
the former GDR by private firms in West Germany. As this coun , has been 
a major source of private investment flows to developing countries, German 
economic unity could have the incidental result of reducing pri.Jate flows to 
the Third World. 

IS. Interest Rates 
The costs of German unity. in terms of public sector transfer 

I payments from West Germany to the GDR budget, have been much larger 
(:ban originally anticipated as a result of the rapid deteriora!tion In the 
economic situation In the Eastern part of the country. For 199q, the public 
sector deficit is estimated at about DM72 billion (2.7% ofGermw;t GDP), and 
!s forecast to rise to about DM120 billion (4% of GDP) In 1991.2~~The higher 
government deficit will tend to raise interest rates and. as already 
mentioned, reduce German investment abroad, while attrac · g foreign 
investment to Germany. Moreover. the sharp rise in dem~d In East 
Germany for West German products will tend to reduce Gennanlnet exports 
of goods and services. and thus reduce that country's net capit~loutflow. 

· · Though at this stage it !s not possible to quantify with JY precision 
the impact of German reunifl.cation on world interest rates, i~ould seem 
highly likely that the result could be a substantial addition for the highly­
indebted developing count.r1~1': In thP. rnst nf sel'Victng their fore! debt. 

. I 
I 

! 

20 Tht triad in foreign direct invesrmtnt, Report of the S~retary-General to llle UN Commission on 
Transnational Corporations, 18 Mar::h 1991 (EC/10/1991/2). 

21 Econon:ic Bulle:infor Europe. Vol. ~2/90, U~ E:onomic Commissior. icr Eurcp~. United Notions, New 
York, 1991 (p. 105). 
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6. Debt Service and Debt Overhang 
In spite of the increase in the inflow of financial respurces from 

Western governments and the international financial agencie~. the gross 
debt of all the countries of Eastem Europe has continued to rise, from 
US$81 billion 1n 1989 to US$90 billion In 1990, while for the SoViet Union 
the rise was from US$59 to US$63 b!llion.22 The Polish goverruhent has for 
some time been seeking forgiveness of 80o/o of its foreign cibbt, and in 
January 1991 it was reported that the Q..7 industrial cottries had 
approved the writing-off of one-thlrd of Poland's official debt - the same 
reduction as for the poorest African countries under the Toront Accord - to 
be conditional upon the successful conclusion of an agreem nt between 
Poland and the IMF. 23 l 

The special treatment of Poland. 1n terms of debt re-sch duling and 
postponement of interest payments, as well as de.bt forgiveness.\ raises once 
again the question as to whether priority should also now ~e given to 
reducing the debt service burden of heaVily-indebted countries irt addition to 
those covered by the Toronto Accord. 

7. An Overall View 
The above discussion has indicated iliat the economic d culties of 

the transition to market-oriented systems in Eastern Europe an~ the SoViet 
Union may well involve a number of adverse effects for developing countries: 
a trade-diversion effect resulting from a substantial reductlqn in trade 
barriers against unports from Eastern Europe Into western markbts; a terms 
of trade effect resulting from Increased SoViet exports of many unportant 
minerals and metals to western markets; and an aid-diversion effect 
resulting from a sharp expansion In aid flows to the fanner CMEA area. 

. I 
These likely effects imply the need for policy changes esigned to 

reduce or offset them. In the trade field, if the Uruguay Round · egotiations 
were to result in a substantial reduction In trade barriers, inclu lng income 
support for agriculture in developed countries, thls could se any loss 
in market share resulting from Increased competition from Ea European 
suppliers. New mechanisms may also be required to underpin expansion 
In East-South trade in the transitional period in which a severe shortage of 
convertible currency remains a major l.tmiting factor. There is ro m here for 
some new international Initiative to finance a substantial exp sion in the 
volume of East-South trade. 

The potential aid-diversion effect could also be reduc , or even 
eliminated, given the necessary political will on the part of western 
governments, for example, by !ncreaslrtg the resources avail ble to the 
various lntemational financial institutions by appropriate amou ts, so as to 

22 Economic Survey of Europe, op.cit. (Table 3.3.12). 

23 !bid (p. 107). 
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ensure that concessional flows to developing countries are m tamed or 
preferably increased. . 

' 
Finally, the demJse of the Cold War opens new opportuniti s for policy 

change to support both the transition to market economies in Eastern 
Europe and the development process in the 'Third World. s applies 
particularly to the conversion of the 'milltary-industrtal compl to Civilian 
purposes, and to the creation of new institutional mechanism to ensure 
that an agreed proportion of the resources released from the eduction in 
military expenditure !s earmarked for development purposes This now 
appears all the more urgent in view of the probable adverse tr de and aid 

I 
effects on developing countries of the Integration of the refolg countries 
of Eastern Europe into the Western economic system. 

The terms of trade ·loss for developing countries expo~g minerals 
and metals cannot easily be offset, though an expansion in aid flows to 
these countries should become an urgent issue for intematlonfli policy. A 
prolonged pertod of depressed prtces for minerals and metals \~ght also 
stimulate the main producing countries to give sertous consitieratlon to 
supply management arrangements designed to achieve more re!munerative 
prices while steps are taken to diversify their economies. I 
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A Post-Cold War Security System: 
Implications for Europe 

Richard Falk 

1. The case for humility and disclosure: 

--failure of anticipation (emancipation of E. Europe, Gulf War, 
collapse of Soviet empire). 

--observational subjectivity (during the Cold War the geopolitical 
landscape clear; post-Cold War divergencies: unipolarity or 
multipolarity; Gulf War as model or unique instance). 

--globalization of world economy is a vehicle for visions of "a new 
world order, 11 but a vision without community or purpose; the 
importance of counter-visions at this point in history. 

2. Geopolitical Myopia. From a global perspective the Cold War has 
not ended, especially in relation to Asia (the Pacific reality of 
ideological division persists, and paradoxically may be 
intensifying). But we use the rhetoric of post-Cold War world 
because we remain conceptually entrapped in a Eurocentric 
worldview. The Cold War has ended in Europe, but not in the 
Pacific (and was always as much pretext as text) in the Third 
World. The Asian agenda persists: reunification of Korea; self­
determination for Tibet; future of Taiwan, Hong Kong; resolution of 
Filipino internal war; democratization of China; unresolved 
Japanese territorial claims vis-a-vis "Soviet Union 11 --or Russia). 
War is still a live possibility on the Korean peninsula; the NDF 
and New People's Army is pursuing a guerrilla war strategy in the 
Philippines, with new phase around the struggle over US bases. Is 
the Cold War really over? Are we entitled to globalize the 
European changes by speaking about "a post-Cold War world." 

3. The shifting European circumstance 

--before '89, Europe was seeking to regain global stature by 
consolidating; since '89 this process is more, not less, 
complicated and problematic (incorporating Eastern Europe; coping 
with Yugoslavia). 

--before the breakdown of Soviet power in the aftermath of the coup 
(August 1991), Europe remained the most militarized region of the 
world, and throughout the Cold War, represented the most 
strategically sensitive area--an intrusion East or West was 
generally regarded as the spark that would ignite WW Ill; the 
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centrality of Europe (and intra-European history) was a feature of 
the modern world, given tangible expression via "discovery" and 
"colonialism• and the world capitalist system. The failures of 
"balance" within Europe produced two world wars in this century and 
"the long peace" ("imaginary war") of the Cold War. Europe was the 
eye of the potential geopolitical storm--all else was peripheral 
(even China's shifts of orientation). 

--a tension between Europe's attempt to recover central role (via 
Euro-federalist, Delors) and the displacement of Europe by way of 
"Pacific Shift" (Helsinki 1975 stabilization and the dynamic of the 
Pacific Basin trading bloc)--the complex circumstance: European 
"security" improved by stabilization but its significance reduced. 

--as long as Cold War persisted Europe's place in the world system 
was central, if for no other reason than the perpetual mobilization 
for WW Ill (only 2 days notice ... the deterrent challenge was 
focused on Europe; role of NW, etc.) (Snyder; Mearsheimer). 

--the ending of the Cold War eroded this centrality to a degree, 
but the Soviet collapse and the nationalist challenge to Soviet 
centralism in the aftermath of the August coup was decisive-­
Europe, for the time being, is unthreatened from without or within 
(WW I, WW 11 generated by "German problem"; Cold War by Soviet 
"threat"); the major European states are moderate in outlook and 
emphasize cooperative aspects, and there exists for Europe no large 
dangers from Russia or the United States. 

4. Imolications for European securitv 

--the internal regional challenge (peacekeeping in relation to 
ethnic conflict--Yugoslavia). The choice: insulation or 
11 mana·gement"; (capital investment in East Europe- -stance on 
development). The choice: Western European supremacy or full· 
regional integration. 

--the wider global challenge located in Third World, especially 
Middle East (the Gulf War as text or lesson? i.e. Europe as 
passive echo of US or as moving toward geopolitical independence). 

--choices 
A: 
B: 
C: 
D: 

internal regional emphasis 
enhanced geopolitical independence 
A+ B 
neither A, nor B 

5. A digression on "New World Order'' 

--Wilson, Lenin, Hitler provide antecedents; only Lenin had a truly 
global conception based on revolutionary struggle of exploited 

2-



classes; Wilson's conception··Eurocentric, naive, inherently 
unworkable. 

--Bush's claim more ambiguous (with Soviet surrender, European and 
Japanese passivity, there· is a hegemonic opening for the US, but 
who will pay ... and can it last given the competitive weakness of 
the US and its internal deterioration). 

--since the Gulf War there is little reference to "the new world 
order," especially not from the White House ... from geopolitics .back 
to geoeconomics:. either G-7 or tripolarity. 

--can the new world order (i.e.· a post-Cold War world) be 
introduced effectively in Asia (China's anti-democracy; Korean 
split; Japan's territorial claims against the Soviet Union; still 
simmering civil war in the Philippines; unresolved futures of 
Tibet, Taiwan, Hong Kong). 

3-
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Nationalism and ethnicity in Europe 
George Schi:ipflin 

I 

The 1990s have clearly seen a major shift in the functions, perceptions and effects of 

nationalism in Europe.1 Whereas in the immediate postwar years, nationalism was for 

all practical purposes a kind of political pariah, a phenomenon that was regarded with 

maximum disfavour, and the emphasis was all on integration, federalism and the long 

vision of a United States of Europe, the last two or three years have seen a seemingly 

sudden and a not altogether welcome change in the eyes of those who have never 

sought to understand the nature and functions of nationhood. 

The suddenness is, in part, an optical illusion. In reality, under the surface of events, 

ethnicity and nationhood not only remained in being, but contributed significantly to the 

pattern of politics, though it was seldom understood in this way.2 The argument that 

will be developed in this paper is, in simple terms, that nationhood became an 

inescapable fact of political life in Europe in the 19th century, that far from disappearing 

or even weakening, it retained its key functions in the 20th and that for the foreseeable 

future it will have a considerable saliency, whether it is conceived of in these terms or 

not. Hence as far as policy-making is concerned, it is imponant that the true nature of 

nationhood, and the political doctrine built on it - nationalism - be understood rather 

than dismissed. 

A number of assumptions will be made in what follows without any attempt to argue 

them in detail. Nationalism is a political ideology that claims that the world is divided 

into nations and only into nations; and that each individual belongs to a nation and only 

to one nation; nations may be defined by various characteristics, but crucial among 

them is their relationship to a particular territory and their claim to exercise political 

control over that territory in the name of the nation. In other words, nationalism is 

inextricably involved with the political process and must be interpreted in the same way 

as other facets of politics are. 

Nationhood: the ethnic factor 

The definition of nation used in this paper is connected with, but conceptually 

separate from nationalism.3 Nations are a modern development, dating by and large 

from the late 18th century, and can be located at the moment when loyalty to nation 

became the primary cohesive force to cement the relationship between rulers and ruled. 

Prior to this, various ethnic phenomena with political consequences did, in fact, exist 

and influence political actors, but they were secondary to religion or dynasticism or late 

Some of the arguments in this paper appear in Gcorge SchopOin, 'Nacionalizmus a 
posztkommunista rendszcrckbcn', Vilagossag, Vo1.33, No.7-8 (July-August 1991), pp.481-491. 
2 Joseph Rothschild; Ethnopolitics, (New York: Columbia University Press, 1981). 
3 John Armstrong, Nations before Nationalism, (Chapel Hill, NC: U. of North Carolina Press, 1982). 
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feudal bonds of loyalty. It is~only with the modern period that nationhood emerged as 

the most important legitimating principle and has remained that way. 

The emphasis in this definition, therefore, is on the legitimating functions of 

nationhood. From the end of the 18th century in Europe, states could only claim to be 

authentic statesi.f they were the expression of the aspirations of a particular nation. 

Previously, states were legitimated by reference to loyalty to a secular ruler or by 

religion. The rise of nationhood as the primary agent of legitimation was not confined 

to international politics, but was central to the newly reformulated relationship between 

rulers and ruled. Under dynastic or religious legitimation, that relationship, while 

involving elements of reciprocity, was one-sided and non-secular. Ultimately dynastic 

legitimation was grounded in the divine right of kings to rule and with religion the 

proposition is self-evident. 

The 18th century, however, saw an altogether different pattern emerging, which was 

derived from secular propositions, namely the idea of popular sovereignty, that 

legitimacy was a two-way relationship, giving both rulers and ruled rights and duties 

towards each other. The bond between the two, then, had also to be reformulated, 

because the nature of community was something qualitatively different. This switch 

from religious to secular legitimation was not as sudden as it might appear with 

hindsight; secular aspects in the definition of kingship had been intensifying steadily 

since the Middle Ages. 

This was where nationhood came in. Nationhood became the tissue that was to 

connect the entire population of the state with its political institutions and claim to 

exercise power or control over it in the name of popular sovereignty. This process is 

the civic core of nationhood, its channel into politics. Nationhood, then, should be 

conceptualised as simultaneously having a political (civic) and a cultural (ethnic) 

dimension. Of course, the role of ethnicity in politics had been present and understood 

previously. Various pre-modern references to the idea of a single ethnic group existing 

in one territory and the significance of this can be found in history, but this misses the 

point. Ethnicity was at best only one and not the most important source of legitimacy, 

whereas with the reception of nationalism, the nation is the single overarching basis of 

political community, one that has never been superseded. 

Nationhood: the new legitimation of states 

This is not intended to diminish the continuing significance of ethnicity in the 

construction of nations, on the contrary. It is evident that modern nations benefit 

enormously from an ethnic base, but that ethnic base was not sufficient on its own to 

constitute the political community. It is one argument to say that ethnicity is significant 

_ ___j 
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.. 
,~ in the constitution of states; it is something radically new that ethnicity should be the 

single most important factor in the equation, yet it is this transformation that took place 

with the end of the 18th century- the French revolution is a suitably symbolic marker. 

The explanation for the sea-change Jay in the unintended consequences of various 

historical processes and their particular conjuncture in time. The growing perception of 

the insufficiency of the neo-feudal bonds of rule, with their particularisms and 

exceptions cutting across new commercial patterns, the awareness that outdated 

principles of legitimacy could not satisfy the demands of the newly conscious strata, 

especially the emerging bourgeoisie, for more access to power and the consequent 

quest for alternative links all played their role. ·Perhaps the cry of the American 

colonists against George Ill, "no taxation without representation" illustrates this most 

vividly. It constituted a demand for the construction of polities on a new civic (ie 

.. "rational") basis. In effect, the new demands were cutting across old loyalties and 

• eroding them rapidly. The Napoleonic wars, which temporarily destroyed old­

;. established verities and undermined their claim to traditional legitimation in the 

Weberian sense, carried this process through the length and breadth of Europe. 

In this situation, the states with a well established centralised power, which had not 

undergone major territorial adjustments, profited most clearly. The so-called core states 

(England, France, Holland, Sweden), where territory, political power and community 

had largely coincided for several centuries and where there were no major ethnic 

discontinuities, like ethnic minorities, were best placed to benefit from the new 

dispensation4 

For the last two centuries in Europe, polities have subsisted on a mixture of civic and 

ethnic elements, sometimes in competition, sometimes overlapping, as a continuous 

process, with the relationship between the two being constantly defined and redefined.5 

It is important to understand that both these factors have been present, for there is a 

strong tendency in Western Europe, where democracies have been established and 

functioning for a considerable period of time, to ignore, if not indeed, to decry the 

ethnic aspects of nationalism and deny them any function. Yet the argument that central 

constitutive element of any political community is the set of affective bonds derived 

from a shared a culture, the basis of nationhood, is difficult to refute. 

Democracy, therefore, rests on the strongly cohesive identities provided by 

nationhood- there is no democratic state that is without this, Switzerland included (see 

below). On its own, democracy is not capable of sustaining the vision of past and 

4 (cd.) Charles Tilly, The Formation of National States in Western Europe, (Princeton, NJ: Princeton 
University Press, 1975); Andrew Orridgc, 'Varieties of Nationalism', in (ed.) Leonard Tivey, The 
Nation-State: the Formation of Modern Politics, (Oxford: Martin Robenson, 1981), pp.39-58. 
5 Anlhony D. Smith, National Identity, (London: PeiOguin, 1991). 
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future that holds polities together, because it does little or nothing to generate the 

affective, symbolic and ritually reaffirmed ties upon which community rests. The 

collection of individuals, the supposed actors in the liberal theory of democracy, who 

share interests and are supposedly in a contractual relationship with each other and the 

state, is insufficient for this purpose.6 

What has happened in Western Europe is, as suggested already, that nationhood was 

pushed out of sight and effectively ignored in the post-1945 period, in what should be 

regarded as an epic battle between liberalism and Marxism. Now that this conflict is 

over, with the defeat of the latter, the constraints on nationalism have loosened and 

there are many signs that nationalism has not only reemerged into the daylight, but may 

in fact be an ideology with a future. 

Nationhood: the historical aspects in Western Europe 

The reasons why this displacement from consciousness should have taken place lie in 

a particular coincidence of events. In the first place, the dominant problem in Western 

Europe, indeed in Europe as a whole, for well over a century, from 1848 say, was 

popular participation. How could the newly urbanised middle and working classes be 

given access to political decision-making without destroying the existing edifice of 

power, which did provide for a degree of stability and predictability in politics ? The 

French revolution was a terrible warning as to what would happen when this process 

was accelerated or when extremists gained control of politics. Indeed, the negative 

legacy of the French revolution for the spread of .democracy could hardly be 

exaggerated, not least because it legitimated revolution as a desirable agent of change, 

rather than seeing it as a consequence of the failure of the political system.7 

For much of the subsequent century-and-a-half, the problem of integrating the 

working class into democratic politics was fought out along two broad axes- the liberal 

and the socialist. Both liberalism and socialism should be seen as answers to the 

challenge of modernity - the involvement of the mass of the population in dynamic and 

continuous change, growing complexity and widening choice, and implications of this 

for the redistribution of political power. Conservatism failed to produce a coherent 

philosophy to tackle these issues head on, rather it tended to sweep the problem to one 

side and, at best, concerned itself with the consolidation of the status quo ante or 

sought to ally itself with organic, at times nationalist, theories of community. The 

6 Maurice Kccns-Soper, 'The Liberal State and Nationalism in Post-war Europe', History of European 
Ideas, Voi.IO, No.6 (1989), pp.698-703. 
7 lstv~n Bib6, 'Renections on the Social Development of Europe', Democracy. Revolution. Self· 
Determination: Selected Writings, (Boulder, CO.: Atlantic Research, 1991), pp.421-526. 
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rdominant innovative lines of thought were the liberal and socialist, however. What 

these share is a difficulty in the understanding of nationalism, because they both derive 

their first principles from economic rationality, rather than cultural. Consequently as 

long as the discourse in Europe was dominated by these two currents, nationalism was 

marginalised and political conflicts tended to be seen primarily in the terms defined by 

these two. Of course, nationalism remained on stage and numerous conflicts had their 

nationalist aspects, predictably so given the importance of nationalism in legitimation, 

but in these contexts nationalism was embedded in other conflicts and was perceived as 

only the first level of explanation (eg. the Franco-Prussian War). 

..... 

The period after the First World War saw a massive loss of faith in building on the 

existing European tradition, understandably so in the light of the terrible devastation 

that Europe had undergone. The problem of broadening popular participation 

remained, coupled with a weakening of the self-legitimation of the ruling elites. This 

· inevitably produced a gap in the fabric of thought and through this gap, there emerged 
l> 
'· two broad radical alternatives - the fascist and the communist. Both these radical 
.¥. 
-- currents denied the viability of incrementalism and meliorism and demanded sudden, 

radical transformation. Fascism failed first, with the defeat of 1945, but this exacted a 

terrible price. It left Europe more exhausted than ever before and under the hegemony 

of the two extra-European super-powers, which had their own agendas for the future. 

At the same time, by having linked itself closely to the organic-nationalistic currents of 

the right, fascism did much to discredit nationhood as well as nationalism. For a period 

· after 1945, reference to either was of little use in legitimating ideas. It was not until the 

·• success of Gaullism, in the 1960s rather than the 1950s, that any change could be 

discerned. 

The division of Europe also had far-reaching implications for the new European 

identity that began to emerge under the transformed circumstances. Europe was now 

. essentially redefined as Western Europe. As long as the countries of Central and 

Eastern Europe remained under Soviet overlordship, there was little point in 

considering the countries east of the El be as parts of Europe and the construction of the 

new Europe went ahead without them. Besides, the onset of the Cold War constrained 

the Western Europeans to redefine their identities in terms of integration rather than 

rivalries, a process which was enormously aided by the memories of the devastation of 

the Second World War. The Cold War, the fear of and rivalry with the Soviet Union 

had far-reaching ramifications for the new European identity. It meant that Europe 

would be defined against communism and by the criteria of liberalism, Christian 

Democracy and a degree of etatism. But the commitment to pluralistic democracy and 
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market economics was firm and grew firmer with success - political stability and 

economic prosperity. 

The process of Western European integration, from the Schuman plan, Messina, the 

Rome treaty to the effective functioning of the Common Market, must be regarded not 

only as a major success story in its own right, but also as a significant redefinition of 

the European identity. From that time on, the identity and agendas of Europe were 

inextricably intertwined with the EC and the entry of six new (Western European) 

members confirmed this. There was no Europe other than the one centred on Brussels. 

This, however, had a marked impact on nationhood and nationalism. Political integra­

tion was perceived primarily as an economic, administrative and technological process, 

from which the national-cultural element could be omitted. It was assumed that once 

the new structures were in place, nationhood would simply lose its relevance or at any 

rate its political saliency. This attempt to divorce political community from its cultural­

affective elements had a certain political attractiveness. in the immediate circumstances of 

the post-1945 period, when reconstruction and redefinition were the order of the day, 

but once that task was accomplished and the outlines of the civic elements of a new 

Europe were in place, the ethnic elements were bound to resurface. 

The new European identity received support and nurturing from another source, from 

the international order as a whole. In part, this was derived from the overriding need 

for stability under conditions of the super-power rivalry, which could not tolerate minor 

conflicts with their origins in nationalism. Memories of the futility of the League of 

Nations, and its endless debates on frontier questions and irredcnta, also played a role 

here, given that the inter-war period was the dominant experience of the ruling 

generation of politicians until the 1970s. The new order, as encapsulated in the United 

Nations, was deeply antagonistic to the emergence of new states by secession.s 

Indeed, until the recognition of the independence of the Baltic States in 1991, only 

BanglaDesh was successful in gaining recognition of its independent status. And even 

at that, great care was taken by the West in according recognition to the Baltic States to 

define them as a special case, because these countries had already enjoyed 

independence between the wars, and to distinguish them from other republics of the 

Soviet Union, for which recognition would not be immediately forthcoming. Biafra 

was an earlier example of a~1!,~~~on that was not recognised. The Helsinki 

process was as strict on this as the UN. 

Decolonisation was another matter; new states could and did come into being by this 

route, but this was hardly applicable to Europe, where only Malta and Cyprus were 

8 Jamcs Mayall, Nationalism and International Society, (Cambridge: Cambridge University Press, 
1990). 
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decolonised states. On the other hand, until the completion of decolonisation it is also 

true that the Western European colonial powers were deeply involved with ridding 

themselves of empire, a process that ended with the collapse of the Portuguese empire 

in the 1970s. The abandonment of territory is always a traumatic experience for a state; 

the loss of empire and the proliferation of new states in the Third World probably 

helped to strengthen the general presumption that as far as Western Europe was 

concerned, nationalism, irredenta, frontier revision and the like were unacceptable. 

Mention must be made here of the role of the United States and its values. The 

United States was consistently hosiile to Europe's overseas empires (eg. Suez) and 

was, equally, supportive of the Western European integration process, seeing in it a 

kind of embryo United States of Europe. On the other hand, Washington has never 

been particularly sensitive to questions of ethnicity in international politics, tending to 

regard them as a tiresome distraction. As long as European agendas were heavily 

determined by United States influence, the role of nationhood in European politics 

would be strictly circumsribed. The West Europeans accepted this willingly and 

happily or reluctantly and with reservations, like General de Gaulle, who, in contrast to 

his contemporaries, fully understood the meaning· of nationhood, at any rate as far as 

France was concerned. 

Finally, mention must be made here of the ethnic revival of the 1960s and after. The 

causes of this resurgence can be located in a variety of factors- dissatisfaction with the 

increasing remoteness of the sta'te, particularly in its technological-technocratic 

manifestation in France and Britain, the renewed self-confidence of greater prosperity, 
OF 

the narrowing of horizons with the end~ empire and the demand for greater democratic 

control based on the cultural community rather than the state where these two did not 

coincide. It is worth adding that no European state is ethnically homogeneous except 

Iceland, so that there is no complete congruence between ethnic and civic elements 

anywhere in Western Europe. Solutions to this question were, therefore, important. 

Nevertheless, the new ethnic movements were characterised by one crucial difference 

from previous nationalist upsurges - they did not call the integrity of the state into 

question. This was true even when the political rhetoric of some neo-nationalist 

movements, like the Scottish National Party, did demand independence. In reality, 

these movements were looking primarily for access to power within the confines of the 

existing state frameworks and they tended to limit their demands to local, cultural or 

regional issues, which could be solved through devolution or better provisions fori mi­

nority languages and so on. With one or two exceptions, the democratic systems were 

able to cope with these movements fairly successfully - Northern Ireland and the 

Basque country represent the main failures. Elsewhere a variety of techniques were 
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·employed to integrate these new demands for power - new in that they based their 

demands for power on existing cleavages but ones which had not previously been used 

to legitimate claims to political power- and thereby absorbed any possible shock to 

stability that might have arisen. This is not to suggest that this process took place 

entirely without some political conflict, but major upheavals were avoided. 

Crucially, Western political systems and societies had become highly complex and 

were becoming increasingly so. This meant that ethnic identities, while salient, were 

only seldom allowed to dominate agendas; both groups and individuals found 

themselves caught up in a network of competing interests and identities, which tended 

to do~grade the impact of ethnic mobilisation and permitted the operation of 

compromise mechanisms. Above all, where remedies for ethnically based grievances 

are feasible within the existing political framework, reductionist mobilisation does not 

take place. Reductionist mobilisation is the state of affairs where all questions, 

problems, arguments, demands etc are interpreted exclusively in ethno-national terms 

and political articulation is reduced to this one cleavage. Evidently in a situation of this 

kind, the nom1al arrangements, compromises and deals that democratic systems bring 

into being do not take place, for when deep-level cultural issues come to the 

foreground, they cannot be bargained away and material concessions or incentives will 

be useless. Northern Ireland illustrates a case where reductionism of this kind, along 

an ethno-religious cleavage, has taken place. 

Consociational ism 

The most significant of the techniques used to integrate multi-ethnic populations is 

consociationalism.9 Consociationalism is a way of governing deeply segmented 

polities. In states where there are major and strongly persistent cleavages (ethno­

national, religious, racial, linguistic), majoritarian politics will clearly be a recipe for 

disruption, as each group looks to maximise its advantage to the disbenefit of others. 

Indeed, if relations between two ethno-national communities deteriorate and reduc­

tionist mobilisation takes place, separation and possibly territorial realignment will be 

the only solution. But short of that, the techniques of consociationalism are worth 

discussing, especially as they have been fairly successful in several multi-national states 

in sustaining a democratic order. 

9 There arc others, like assimilation and integration, cantonisation, federalism and arbitration. Sec 
Brendan O'Leary, 'Nine Grand Methods for Dealing with Ethnic Connicts', Conference Paper, 
Balvanyosfilrdo, July 1991; in Hungarian, 'Erdcly; Eszak-lrorszag ?", l'ilag, Yol.2, No.37, (11 
September 1991), pp.41-43. 
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The key aspect of consociationalism is that it is ami~majoritarian and thus completely 

alien to the Anglo-Saxon tradition of political organisation. Notably, it recognises the 

collective rights of groups, both as against other groups and as against their 

members.IO The may certainly derogate from individual rights and seem contrary to the 

principle of the equality of all before the law, but is nevertheless desirable if the 

alternative is disruption or low-level civil war (viz. Northern Ireland, where the 

consociational solution was attempted too late, after reductionist mobilisation made its 

chances of success futile). In fact, of course, European political systems recognise that 

combinations- group rights- are a part of modern social and political life and extending 

these to ethnic or religious groups, subject to certain safeguards, can hardly be tenned 

undemocratic. 

The adoption of consociationalism, however, imposes a major burden on the 

majority. By and large nation-states are regulated by·the moral-cultural codes of the 

majority and it is precisely this that ri1akes the position of the minority so difficult- it 

has to compromise its own codes in too many respects. When this happens, the 

minority will look to alternative ways to put its aspirations into effect, conceivably to 

separation.· Consequently, the majority must accept that its own codes will have 10 be 

compromised for the sake of maintaining the state. This is very much what has been 

put into effect in Switzerland, the ultimate consociational success. 

Consociational systems seek to draw all the different segments intO the decision­

making process through elite representation, a kind of grand coalition, although other 

institutional fonllS can also be envisaged, like regular consultation with all groups by 

the president. The basic elements of consociational system include consultation with all 

groups in order to build support for constitutiomil change; a vetO by all groups over 

major issues affecting them; a propot1ionate sharing of state expenditure and patronage; 

and substantial autonomy for each group to regulate and control its supporters. The 

bureaucracy should develop an ethos of ensuring that policies are implemented accord­

ingly, the government should keep much of its negotiation behind closed doors in order 

to prevent popular mobilisation around a particular issue which can be related to group 

identity and a set of tacit rules of the game should be adopted. t t 

1° Consociationalism has nothing whatever to do with the minority treaties of the interwar period, 
which sought to guarantee certain protection to national minorities, and generally failed, because the 
state - dominated by the majority nation - rejected these attempts. Consociationalism deals with a 
situation where the majority accepts that the minority must play an active role in the political life of 
the state and should do so on the same terms as itself. 
11 The classic exposition of consociationalism is Arcnd Lijphart, Democracy in I' iura/ Societies: a 
Comparative Explanation, (New Haven, CT: Yale UP, 1977). Sec also G. Bingham Powcll Jr., 
Contemporary Democracies: Participation, Stability and l'iolence, (Cambridge, MA: Harvard UP, 
1982), pp.212-218. 
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Consociationalism, however, imposes two essen.tial conditions in order for it to 

work. In the first place, all the groups concerned must be willing to work towards 

accommodation and be ready to bargain and that, in turn, means the creative use of both 

substantive and procedural solutions that will help all the parties. In other words, all 

groups must work to avoid zero-sum game situations, even at the risk of ambiguity. 

Above all, there must be no major winners or losers. Second, the leaders of a group 

must be able to secure the support of their followers, otherwise the consociational 

bargains will fall apart; the success of this will depend on the confidence of the 

members of group in the system as a whole- a recognition that their interests will be 

taken into consideration in the bargaining. Thus the leadership of the group must be 

able to sell solutions to the membership. Society, as well as leaderships, must be 

sophisticated for consociational solutions to work well. 

Other factors important to the success of consociationalism include a readiness to 

delegate as much as possible to the groups themselves, ie extensive self-government. 

This is complicated in modern societies by the erosion of the territorial principle; on the 

whole, in dynamic societies, members of different segments will tend to be dispersed 

throughout the entire area of the state and it would be fatal to consociationalism to base 

devolution of power solely on territory. Next, the principle of proportionality should 

be observed rigorously, with if anything an overrepresentation of smaller groups; the 

minority veto is, of course, the ultimate resource for the protection of small segments. 

Overrepresentation, however, should not be confused with affim1ative action strategies, 

which have the different objective of promoting the equality, not the stability, of 

minorities. 

There are various helpful though not essential preconditions for the success of 

consociationalism. These include the relative equality in the size of the segments and 

the absence of a group with a majority; a relatively small total population, for thi~ 

means a smallish elite, in which there is a strong chance that members of that elite will 

share values through similar or identical educational and other experiences. There 

should be an overarching loyalty to a legitimating ideology of the state and a cor­

responding moral-cultural outward boundary towards other states. In addition, a 

tradition of political accommodation can be very useful indeed. It should be noted that 

these preconditions are neither necessary nor sufficient for the success of 

consociationalism, but they are useful. 

The Central and Eastern European pattern 

In Central and Eastern Europe the pattern was tn many respects substantially 

different. This had both historical and contemporary political aspects. Historically the 
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·~ single most important factor in this context was backwardness and its consequences. 

Whereas, as argued, in Western Europe the state developed more or less coextensively 

with the cultural community and indeed was important in forming it, in the East, the 

state and polity, together with the economy, were subordinated to external rule. The 

fact of foreign overlordship was crucial, in as much as it separated the civic and the 

ethnic elements from one another and precluded the continuous interrelationship 

between the two that proved to be so significant in the evolution of nations in the West. 

The weakness of the civic elements of nationhood and the corresponding emphasis on 

ethnicity had a number of results with further consequences of their own. In the first 

place, at the threshold of the modem period the Central and Eastern European countries 

had singularly lopsided social-political structures when contrasted with Western 

Europe. The politically conscious sub-elites were small, certainly well under 10 

percent of the population, and they were not politically masters of their own fate, 

because of alien, imperial rule. By and large these sub-elites were divided in their 

attitude to empire. Some accepted the benefits, whether personal or communal, to be 

derived from service, other did not; loyalty to the dynasty was in some cases given 

willingly, in others only grudgingly or with resentment. What was shared throughout 

the area was that some awareness of the community's previous political autonomy 

survived and was used as a reference point by those looking to greater freedom from 

the imperium. In some instances, the legacy of the past may have involved legal pro­

visions (eg. the rights of the Bohemian crown),12 in others it might only have been a 

memory of past statehood or it could have been statehood combined with religious 

separateness. 

This was the background against which nationalism was received at the beginning of 

the 19th century. The new imperative of political legitimacy, that ethnic and civic 

elements of nationhood coincide, ran up against the obstacle of the ruling empires, 

which rejected any thought of redistributing power. The Holy Alliance was, in effect, 

devised specifically with the aim of preventing the reception of nationalism from being 

pursued to its logical conclusion, the creation of new states legitimated by nationhood 

and not by dynasty. The system devised at the Congress of Vienna held together for a 

century, with only the Ottoman Empire crumbling in the Balkans and permitting the 

emergence of a series of new states. The decline of Ottoman power from within and the 

sense that it was not wholly appropriate for Moslem rulers to govern Christian subjects, 

which informed repeated Western interventions in favour of granting independence to 

new Balkan states, accelerated this process. 

12 Waiter Kolarl, Myth< and Realities in Eastern Europe. (London: Drummond, 1946). 
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In Central Europe and Russia: on the other hand, the existing empires' control was 

broken only by defeat in war and the determination of the victors to redraw the political 

map along ethno-nationallines - this was the essence of President Wilson's Fourteen 

Points. The belt of new states that came into being, however, proved to be weak in 

both ethnic and civic terms. They were unable to integrate their deeply segmented 

polities and lacked the cultural and economic bases necessary to create effective civil 

societies. In fact, they were caught in a near classic vicious circle, in as much as they 

sought to use the instruments of the state to bring civil society into being, found that 

this ran into various impediments deriving from backwardness, intensified state control 

and m';lade it even more difficult for civil society to come into being. The ethno­

national cleavages were among the most intractable. These ethno-cultural communities, 

different from the majority, found the attempts to integrate them into what they 
'-'WW El-'C C> 1« S: M!!J, · 

perceived as an alien polityJ.!esponded with resentment and hostility. The terms of the 

integration were, inevitably, loaded against the minority, in that no distinction was 

made between loyalty to the state as citizen (and taxpayer) and loyalty to the cultural 

community. Ultimately this meant that members of ethnic.minorities were eo ipso 

suspect and that the terms of loyalty demanded of them amounted to the complete 

abandonment of their own moral-cultural codes, something that communities as a 

whole would seldom do, though individuals might. 

The state of affairs in Central and Eastern Europe after the Second World War was 

felt to be deeply unsatisfactory by all participants. This was exacerbated by the 

introduction of collective principle in dealing with non-majority ethnic communities, in 

an attempt to bring about ethnic purification. This intensified anxieties and did little to 

contribute to the integration of the population. 

The backwardness of Central and Eastern Europe gave rise to a further feature which 

characterises the area. Jn Western Europe, the protagonists of the new doctrine of 

nationalism, the intellectuals, defined and proclaimed their ideas in relatively complex 

societies, in which the contest for power took place among various social groups, like 

the declining representatives of the old order, the rising entrepreneurs and the emerging 

working class, with the result that power was diffused and the intellectuals could not 

establish a preeminent position for themselves. Indeed, much of the 19th century was 

characterised by an ever more desperate critique of the bourgeois order on the part of 

intellectuals.t3 In Central and Eastern Europe, however, the older order was stronger 

and societies were far weaker, so that intellectuals came to dominate the scene and 

acquired an authority which they deployed in the definition of nationhood. 

13 Georgc Stcincr./n 8/uebeard's Casile. (LOndon: Fabcr, 1971 ). 
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claims were not contested and, indeed, to an extent they could define their terms 

independently of society, imposing a concept of nationhood on it. The drive for 

intellectual purity was thus added to the various nationalist ideologies that were 

formulated and, as a result, nationalism in Central and Eastern Europe acquired an 

exclusive, messianistic quality that it did not have in the West1 4 This high profile role 

of intellectuals and the particular expression of nationalism have proved to be an 

enduring part of Central and East European politics. In this respect, the nations that 

came into being in the area can be termed "nations by design" and many of their 

characteristics differ from those of the West. In particular, there is a long tradition of 

using or rather abusing nationalism for political purposes not connected with the 

definition of nationhood, like delegitimating political opponents by calling them "alien" 

or resisting the redistribution of power on similar grounds.15 

The coming of communism 

The arrival of communism transformed the situation in many respects. At the level of 

theory, communism and nationalism are incompatible. Communism insists that an 

individual's fundamental identity is derived from class positions; nationalism that it 

derives from culture. In practice, however, the relationship between the two doctrines, 

both of which, as argued in the foregoing, were partial responses to the challenge of 

modernity, was much more ambiguous. Initially, communist rulers, sought to expunge 

existing national identities and to replace them with what was termed "socialist 

internationalism", a crude cover-name for Sovietisation. Gradually, and especially after 

the second de-Stalinisation of 1961, they found themselves impelled to come to terms 

with the national identities of their subjects and made a variety of compromises with it, 

regardless of the fact that this diluted and undermined the authenticity of their 

communist credentials. There are countless examples of communist parties using 

nationalism in this way. 

For societies, communist parties could never be authentic agents of the nation, given 

the parties' anti-national ideology, but this did not preclude their taking advantage of the 

new post-1961 political dispensation and to express national aspirations in the space 

provided. It was this meeting of the two agendas, that of the rulers and ruled, that 

14 Zygmunt Bauman, 'Intellectuals in East-Central Europe: Continuity and Change', Eastern European 
Politics and Society, Voi.I, No.2 (Spring 1987), pp.162-186. 
15 My own views arc set out in Gcorgc Sch~pnin, 'Nationalism, Politics and the European Experience', 
Survey, Vo1.28, No.4 (123), (1974), pp.67-86. 
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helped the explain the initial success of, say, the Ceausescu's regime's mobilisation in 

the 1960s and 1970s, when there was a coincidence between the aims of communists 

and societies. 

Where there was no direct overlap, nationalism could be the expression of social 

autonomy, ie a demand for strengthening the civic elements of nationhood and of the 

hope that society would gain greater access to power. This raised a problem, however. 

Nationalism may be an excellent way of determining identity, but it has little or nothing 

to say about political participation (the functions of nationalism are discussed below). 

In this sense, the demands for autonomy expressed through nationalism - "we should 

have the right to decide for ourselves because we are members of the Ruritanian nation" 

- were another illustration of the confusion of codes to which this area is subject. 

Theoretically the demand for, say, freedom of the press or assembly cannot be derived 

from the ethnic aspects of nationhood, although in practice this may not be anything 

like as clear. In this respect, nationalism came to be entrusted with a function that it 

could not really discharge and tended to point societies towards confusion and · 

frustration, as well as expectations that could not be met. 

The communist period had further implications of major relevance to the current 

period. By sweeping away all other competing ideas, programmes and values, which 

the communists insisted on in order to sustain their monopoly, they made it much easier 

for an undiluted nationalism referring solely to ethnicity to survive more or less intact, 

more or less conserved in its original state. This meant that some, though not all, of the 

national disputes and problems of the pre-communist period were simply pushed under 

the carpet, so that with the end of communism these have automatically reappeared. 

In addition, the reflexivity of modernity, that "social practices are constantly 

examined and reformed in the light of incoming infom1ation about those very practices, 

thus constitutively altering their character,"l6 has been much impeded by communism, 

which claimed to be guided by absolute standards. Thus the kind of relativisation that 

has made nationalism a manageable problem in Western Europe, where the demands 

for power on the basis of nationhood compete for demands based on other identities 

(class, economic interests, gender, religion, status etc.) has not really taken place or is 

only now beginning to emerge. The propensity to see all matters as involving ethnic 

nationhood, whether properly related to nationhood or not, is one of the key 

characteristics of the contemporary Central and East European scene and will not 

change until nationalism is "desacralised" and subject to other influences, thereby 

reaching an equilibrium with the civic elements. In effect, what is essential is that post-

16 Amhony Giddcns, The Consequences of Modernity, (Combridgc: Polity Press, 1990), p.38. 
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.,.. communist polities develop cross-cutting identities, rather than cumulative ones.I7 

This will take time. 

One-sided modernisation 

Communist rule forced these countries through a one-sided modernising revolution, 

which has had a considerable impact on two areas directly affecting nationalism. In the 

first place, the particular virulence of nationalism in the pre-communist period can be 

attributed at least partly to the fact that large sections of the population were backward 

and were subjected to the initial impact of modernisation, whether through the market 

or the state, in being brought into a new kind of community. This is always a traumatic 

process as traditional communities are swept away, and Central and Eastern Europe 

. was no exception. The communist transfonnation effectively liquidated the traditional 
.:< 
.f.' peasantry of the area, of the type bound by the village, illiterate and suspicious of the 

city and urban life. This applies with minor modifications to Poland (and Jugoslavia), 
~', 

for despite the absence of collectivisation, the agricultural population was as closely 

enmeshed in the control system of the state as elsewhere. 

Inevitably, those who were forced to leave the land looked for answers to their new­

found existential problems and generally discerned these in ethnic nationalism, although 

for some sections of society the communist answer of utopia, hierarchy and 

authoritarianism was quite acceptable. The failure of the communist system to integrate 

these societies meant that nationalism continued to provide answers, especially after 

communism was manifestly seen to have failed. However, this factor is not entirely 

negative. If the extremes of nationalism are to be associated with the trauma of 

modernisation, the gradual assimilation of the Central and East European peasantry into 

urban ways should see the long-term abatement of the kind of nationalistic excesses that 

are so feared. 
• 

Second, even though the communist revolution was a partial one, it did very 

effectively extend the power of the state over society and constructed a modern 

communications network that has allowed the state to reach virtually the whole of the 

population, in a way that was not true of the pre-war era. The use of television to 

spread a message, whether this is communist or nationalist, is far more effective than 

what was available before electrification. In this respect, Central and Eastern Europe 
ll-\10: 

has been globalised and makes the reception of global message of material aspirations 
1\ 

easier to transmit, though its reception will be slow. The absolute claims of nationalism 

will only be relativised when the processes of reflexivity and globalisation are 

17 See the argument in Patrick Dunlcavy and Brendan O'Leary, Theories of 1he S1a1e: 1he Po/ilics of 
Liberal Democracy, (London: Macmillan, 1987). 
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advanced. No national community can be secure in its nationalistic claims if these are 

constantly examined and redefined under the impact of ever more information. 

The functions of nationalism 

At this point, it will be useful to look at the functions of nationalism, both as a means 

of explaining its persistence and to offer perspectives on the future. The historical 

antecedents of nationalism in Central and Eastern Europe help to explain some of its 

more intractable features in the contemporary period, but what this sketch of the 

antecedent processes does not answer is the question of why nationalism survives at 

all. Its Marxist and liberal opponents have written it off countless times, yet it lives on, 

despite having been dismissed as "irrational". This implies that nationalism must have 

a function that no other body of ideas has been able to supplant and, contrary to the 

claims of its detractors, it remains a living and authentic experience, unlike, say, 

feudalism, and operates by rules of its own that are rational in its own context. 

These functions must be sought in the cultural origins of nationalism, rather than in 

its political expression IS The proposition in this connection is that every community 

looks for its moral precepts- the definitions of right and wrong, pure and impure- in 

its storehouse of cultural values and seeks to defend these from challenges, whether 

real or perceived. In this way, communities construct the rules of a moral-cultural 

universe, which then defines them. If this were to disintegrate, the community itself 

would be threatened. Crucially, it is by the moral-cultural yniverse that communities 

define the bonds of loyalty and cohesiveness that hold it tOgether. These bonds, in 

turn, create the bases of identity which is at the centre of a community. Reference is 

made to these whenever questions of communal existence and belonging are on the 

agenda. Furthermore, communities also use this moral-cultural resource to articulate 

the affective dimension of politics. This is not in itself a pathology; all groups possess 

emotional as well as rational expression in their collective activities. Finally, it is 

through these cultural traits that the boundaries of a community are constructed, 

whether these are external boundaries or internal ones. External boundaries define the 

community in question against other communities. Internal boundaries refer to the 

acceptability or unacceptability of certain patterns of action or thought. t9 

The problems raised by nationalism in the political realm can be derived from the 

foregoing. Thus although in politics, nationalism has universalistic claims, in reality 

" I have explored some of these themes in greater detail in George Schopflin, "Nationalism and 
National Minorities in Central and Eastern Europe", Journal of International Affairs Vo1.45, No.l 
(Summer 1991), pp.51-66. 
19 On boundaries, see (ed.) Fredrik Barth, Ethnic Groups and Boundaries: the Social Organization of 
Culture Difference, (London: Alien & Unwin, 1969). 
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~·r. these are not true. In broad terms, nationalism is excellent in defining the identities of 

members against non-members of collectivities, but it says nothing about the 

distribution of power within a community or the allocation of resources.20 But because 

nationhood taps into the emotions underlying collective existence, it is easy enough to 

confuse the codes relating to political power and those governing political identity, 

something that has happened repeated! y in the last two hundred years. 

l 

In this sense, nationalism can be used as an instrument to legitimate political demands 

that are entirely unconnected with, say, the distribution of power, but this lack of a 

logical and causal nexus is muddied by the reference to the affective dimension that 

nationhood conjures up. Thus in concrete tem1s, Slobodan Milosevic has (for the time 

being) successfully convinced the Serbs that the reason for their economic plight is not 

that the Serbian economy is run badly, but because various aliens (the Kosovo 

Albanians, the Croats etc) are threatening the integrity of the Serbian nation, although in 

fact the two factors have nothing to do with each other. 

Perspectives on the future 

There is every indication that nationhood and nationalism will play a growing role in 

the internal and international politics of Europe, though with different implications for 

the different halves of the continent. Whereas in Western Europe, the strength of the 

civic elements of nationhood, as expressed in the multiple and cross-cutting identities 

and interests of individuals and groups, coupled with the attractiveness of the 

integration process, are likely to be substantial enough to offset occasional upsurges of 

ethnic or even ethno-national mobilisation. This does not mean to say that it will be 

easy, but the traditions of compromise and bargaining over resource allocation, the 

commitment to democracy and the perception by these societies that they have a direct 

interest, political as well as economic, in the maintenance of democracy, should be 

sufficient to ensure that nationalist conflicts do not seriously destabilise any state. 

The particular trouble spots of Northern Ireland and the Basque Country are likely to 

fester on for a while, but in both these instances, the status quo is, in effect, a kind of 

solution, in as much as any alteration would - at this stage - be likely to intensify 

difficulies rather than alleviate them. Elsewhere regular adjustments in the distribution 

of power should be sufficient to absorb ethno-national demands. 

However, the end of communism in the Soviet Union as well as in Central and 

Eastern Europe has resulted in two major changes. In the first place, the (re)unification 

20 In many national ideologies, there arc elements of self-perception that claim particular democratic 
virtue for the nation in question; however, these are contingent and arc in no way necessarily connected 
with the definition of nationhood. 
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of Gennany has legitimated the national principle in Europe for the first time since 

1945. Essentially, there were no civic grounds for. German unity, only ethnic ones. 

There was no particular reason for Gem1ans to unite in one state other than the fact that 

they were Germans, in other words it was the ethnic factor that fuelled this move. A 

democratised East German state could, presumably, have continued in being, in much 

the same way as a democratised Hungarian or Polish state has done, if it had had the 

ethnic underpinnings, but despite the best efforts of the Honecker regime to construct a 

separate East German ethnicity, this never acquired much authenticity and the 

application of the ethnic principle has unequivocally pushed it into a single German 

state. 

The broader significance of this has not escaped others. If Germans can claim to 

eliminate state boundaries by reference to nationhood, there is no reason why this is not 

applicable elsewhere and, indeed, Gennan unification has become an offstage reference 

point for those seeking independence in other parts of Europe. At the same time, there 

is more than a suggestion that the sympathy entertained 1 ~y German opinion towards 

Croatian and Slovenian independence derives at least part from Germany's own 
A. 

experience. 

The knock-on effect of both German unification and the recognition of the Baltic 

States is felt elsewhere, obviously in Jugoslavia, but also in Spain, where the 

difference in status and powers between Catalonia and the Basque country on the one 

hand and the other provinces on the other poses a growing problem2I The Jugoslav 

question requires more detailed discussion than can be attempted here, but it is worth 

noting that the central reason why the state collapsed as a single entity is that after 1945, 

it was reconstituted by Tito as a communist federation with an explicitly communist 

legitimation. The collapse of that communist legitimation has brought about the decay 

of the state as such and the corresponding reversion to the much stronger nationalist 

legitimations of Serbian and Croatian etc. nationhood. It appears unlikely in the 

extreme that attempts to put Jugoslavia together again can be successful, provided that 

those looking to keep it as a single state are committed to consensuality. A non­

consensual Jugoslavia, however, would be rather unstable, because it would fly in the 

face of both the civic and the ethnic elements of national legitimation. 

The end of communism is likely to have other fall-out in the area of identity. For the 

last four-and-a-half decades, Europe has tacitly or sometimes expressly defined itself 

against communism, insisting that what is European is not communist and to some 

extent vice-versa (only to some extent, because commitment to democracy involves 

offering some political house-room to anti-democrats like communists). In this respect, 

2t Financial Times, 16 September 1991. 

• 
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'i"l the end of communism will require a reappraisal of what Europe stands for, what its 

identity is. This will also include a redefinition of the socialist agenda, seeing that the 

defeat of communism will have reverberations for democratic socialism as well. 

Post-communism and ethno-national questions 

In the post-communist countries of Central and Eastern Europe, the construction of 

democracy inevitably means coming to te~s with the resurgence of nationalism and, 

equally, finding the necessary instruments for integrating ethnic elements into the new 

systems. This poses a number of problems, some of which can only be touched on 

this paper. The states of Central and Eastern Europe are all to a greater or lesser extent 

ethnically heterogeneous and will, if they intend to ·maintain their commitment to 

democracy, have make provision for the well-being of minorities. Centrally, this will 

oblige them to accept and practise democratic self-limitation, something tha.t will require 

considerable restraint on the ·part of the new governments. There is little evidence to 

date that consociational solutions, clearly the most effective in making provision for 

consensus across segmented societies, have been taken on board. However, the record 

of the Central European states- Poland, Czecho-Slovakia and Hungary- suggests that 

there is, in fact, some readiness to avoid the worst excesses of majoritarian policies22 

Furthermore, self-limitation will also involve an understanding of the proposition that 

in a democracy the state is not the instrument of the ruling majority for the 

implementation of certain ideals and utopias, but the agent of governance for the whole 

of society, regardless of ethnicity. By the same token, the sacralising of territory, the 

belief that the particular frontiers that have come into being are in some way above 

politics, is harmful, because it can lead the majority into the dubious perspective of 

regarding all minority claims as an infringement of the sacred territory. There is more 

than a hint that attitudes of this kind inform Rumanian and Serbian thinking, concerning 

Transylvania and the Kosovo. Any attempt to insist that civic rights should b~ denied 

to those who claim different ethnic rights leads directly to major violations of human 

rights. 

Finally, there is the broad problem of integration. In order for democracy to operate 

effectively, the great majority of the population must feel committed to it and must have 

an active interest in sustaining it. Without this, democracy will become the affair of the 

22 My own views of the problems of post-communism arc set out in Gcorge Sch<lpnin, 'Central and 
Eastern Europe over the Last Year: New Trends, Old Structures', Report on Eastern Europe, (Munich: 
RFE/RL Research Institute), Vo1.2, No.7 (15 February 1991), pp.26-28 and 'Post-communism: 
Constructing New Democracies in Central Europe', International Affairs, Vo1.67, No.2 (April1991), 
pp.235-250. 
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elites and thus be vulnerable to popular upsurges of an anti-democratic nature. Various 

scenarios illustrating this can be written, notably the rise of an authoritarian leader using 

nationalist slogans to divert the attention of the population from economic privation. 

The Milosevic model or "Latin-Americanisation" comes very close to being a 

paradigmatic case, but the model is potentially applicable throughout the area, even with 

the relatively favourable internati~nal environment. Any such a development, 
,......_ 

overemphasisi~ng the ethnic elements of nationalism against the civic ones, is liable to 

result in growing instability and friction between ethnic groups and undermine the best 

chance of building democracy that Central and Eastern Europe has ever had. 
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CRASH OF COMMUNIST EMPIRE OPENS DOORS 

TO EUROPEAN CIVILIZATION 

The t:J:ansition from totalitarianism to democracy and 

from the command-administrative system to the market is ef-

fected in the Soviet Union painfully and inconsistently. 

The resistance on the part of obsolete structures, psycholo­

gical inertia, disbetief in central authorities, a low level 

of politics~ culture and morals - all these factors make. the 

final results of the initiated changes still indefinite end 

give rise to appearance of'distorted forms of democracy and 

market relations. 

Profound Historical Changes 

Only partial changes took place until recently. The fur. 

damental principles remained substantially unchanged - the 

leading role of the party, domination of the state form of 

ownership, imposition of Ma.rxism-Leninism in ideology, fear 

as a tool of political power. The first attempt of pe.restroi 

made by Gorbachev has not satisfied the society, nor brought 

it out of the crisis, but rather aggtaveted it. Nevertheles< 

it pushed up the development of free-thi!'!king, substantiell: 

eliminated military confro~tation of the two blocks. 

In the light of the developments in Eastern Europe it 

has become perfectly clear that the existing system cannot c 
improved bi partial pe.restioika, that it has completely dis-

credited itself. The society has realized the necessity of 

crea.tion of a qualitatively new social organization ensuring 

a true social and economic progress. This necessitates dis-
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missal of the command-administrative system and unitarian 

empire, formation of a novel community of republics, libera-
• tion from dogmatism &~d utopianism, prevalence of the law, 

ensuring human rights c.nd freedoms, integration into the wor: 

economy. 

Unfortunately, M.Gorbachev prior to the take-over did ne 

dare to recognize the non-viability of the existing system, 

used any pretext to demonstrate his commitment to the socia­

list idea and communist perspective. He accused both radicalf 

and democrats of extremism and intentions to destroy the 

union state. 

The failure of the· coup d'etat has accelerated the decor. 

position of the union Centre and such its pillars as comr;:Lmiz· 

party, KGB, military-industrial es~ablis~~ent. At last, 

Gorbachev has recognized the viciousness of the Soviet model 

of socialism, but did not lose his faith in the socialist 

idea. In Moscow, Sa.int-Pete:rsburg, many other major cities o 

Russia, Kirgizstan democratic anticommunist revolutions oc-

cu.:r:red. The empire collpased within 2. few days. T:1e republi-: 

incorporated in the Soviet Union substantially ceased to be 

subordinated to the Centre, proclaimed their state indepen-

dence and desire to effect their relations on a principally 

different basis. 

In the territory of the former USSR there formed a mot­

ley mosaic of states with different political regimes: anti-

communist, neocommunist, communist-feudal. Lithuania, Latvia 

Estonia, Georgia, Moldova want a full separation. Others, 

not without hesitation, debate the possibility of the forma-

.. 
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tion of e. Union of 2. confede:re.tion type with unified st:re.te­

gic a:rmed fo:rces e.nd some common institutions fox coo:rdina­

tion of policies e.nd joint actions in the develooment of ec~ 

nomy, science, technology, envi:roru;1ent pxotection, cont:rol­

ling te:r:ro:rism e.nd crime, etc. 

In suppxession of the putsch the decisive xole was ple.~ 

ed by democxatic foxces of Russia headed by B.Eltsin against 

whom the plot of the :reaction was di:rected in the fixst plac 

The victoxy has sky-:rocketed the authority of Russia and it~ 

leadez. At the same time, the gxowth of its political influ­

ence and a cleaxly oxonounced e.nticommunist chaxactex of the 

p:rocesses ongoing in it has fxightened communist elites in 

some othex xepublics, the more so that the weakened Centie 

ceased to be a kind of counte:rweig~t in xespect of Russia. 

This revived nationalistic moods and desixe to acquixe inde­

pendence in Uk:raine, Kazakhstan, Byeloxussia, Uzbekistan. 

All these develooments are ongoing against the back~ro­

und of a true landslide in the economy. ~~ile in 1990 the 

GNP xeduced by about 5 pexcent, in 1991 its expected d:rop i~ 

by 15-20 pe:rcent. Due to a low harvest which, in addition, 

is not fully gathered, t:raditionalloss~s in t:ra."lspoxtation 

and stoxage of gxain, potatoes and othex pxoducts, xeluctanc 

of pxoduce:rs to supply agxicultu:ral produce to cities fox 

devaluated money the:re comes the thxeat of hurige:r. 

The fo:rme:r Union Centxe p:roved to become a full finan­

cial bankxupt. Not only Union, but :republican budgets have a 

huge deficit. The "hole" in the budgets is estimatEd as·15 

pexcent of the GNP. The attempt of Pavlov's gove:rnment to 



save the situation by inczeasing, by 2-3 times, prices fox 

basic consume! goods and administzative lifting of prices fo 

fuels, zaw matexials, many kinds of chemicals and r.a.chinexy 

!esulted in growing inflation which thxeatens 'to become un-

contxollable. The living standards since the moment of intxo 

duction of new prices in Apxil 1991 fell by at least 1/3, 

moze than half of the population found themselves below the 

·povezty level, their incomes being below the living minimum. 

Despite a dzastic limitation of the purchasing powe! of 

the population, the shelves of shops remai~ empty. The hoaru 

of foodstuffs stocked in anticipation of the price growth 

will be ex..'lausted, money resezves will fade away and the di1: 

content with the beggarly life might splash out into the 

st:reets. Equally dangezous is gzowth of speculation, coxzup-

' tion, crime also associated with destz L1.ction of the consL1.mer 

maxket' and the system of distxibution. 

In view of the coming winte! the reduction in petroleun 

and coal ol.1.tput causes a greet concezn. The weaz of indust­

zial and transport equipment xesL1.lts in troubles in their o~ 

ration and heavy accidents. 

Dramatic reduction is observed in fozeign trade - by 

half wi t.h countries of Eastern Euxope. The external debt in 

hard cuxxency exceeded $60 bln. 

The collapse in the e?onomy is most fzequently explaine 

officially as the result of disintegration of the administre 

tive system before energizing market mechanisms, as well as 

by ethnic conflicts and separatism of the zepL1.blics. In.fact 

the administrative system was shaken, weakened, but far from 
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being destxoyed. It is the consumer market that still could 

not be xegaxded as fully developed which has been destxoyed. 

It played an important role even within the fxamewoxk of the 

command economy and owing to this maxket material incentivec: 

for laboux wexe pxeserved. Their failuxe resulted in lowexed 

productivity and discipline of laboux. 

Of course, many economic difficulties were accumulated 

ovex decades, e.g. eh! onica.l lagging-behind of agx icul tuxe 

and manufactuxe of consumer goods, xendering the economy lif 

less by the enoxmous rnilitaxy-industxial complex. Howevex, 

the main reason of the disoxdex xesides in the unsound eco-

nomic policy of the Centxe duxing pexestroike., first of all 

in the money-cxedit and budget spheres, in agriculture. Ente 

piises do not want to sell their pi..oducts fox money which ce 

buy no~hing, they pxefe! baxte! deals. This xesults in rup­

tuxe of contxact relations between ente!piises to the det!i-

ment of production on the whole. 

Lack of hard cuxrency for import of numerous materials 

and components causes reduction or halting of the manufactur 

of many goods, since such import the shaie of which in the 

cost of the pi oduct s can be minimal has ·.no substitutes. 

Despite the impressive victory of democratic forces in 

Russia, the resistance of conservative forces, paxty appara-

tus, militaxy-inGl.ustiial e'stablishrnent has not been suppxesE 

ed yet. The attempts of a paxtial revenge in the centxe and 

periphexy of Russia cannot be· ovenuled. One cannot unde!­

estimate the discontent of cons~dexablecmasses of the popula 

tion wit_?, ha_Idships of theii life. Thei.I political indiffe-



:rence du.ring the putsch o:r even a silent ·app:roval of it can 

tu:rn into agg:ressiveness against new democ:ratic autho:rities 

f:rom which a :rapid tu:rn to a bette:r life caQ~ot be 'expected. 

It is difficult to fo:resee negative consequences of g:rowing 

nationalism in policies of both communist and anticommunist 

:regimes in some :republics. This should be added with the dan 

ge:r of :rebi:rth of if not totalita:rianism then autho:rita:rian-
diffe.rent, 

ism but on al:ready~:r example nationalistic basis, rathe:r 

than on the communist one. In sho:rt, instability :remains in 

both political and economic development and it is not time 

to speak about any tu.rn fo:r the bette:r; 

P:rosuects fo:r Rebi:rth 

The Soviet Union ceased its existence as unita:rian stat 

and entered the period of dismounting obsolete centxal powe:r 
' 

structures, formation of new independent states, shaping of 

a new economic and political community which apparently woul 

not incorporate all the :republics - constituents of the fo:r-

me:r Soviet Union. It is difficult to estimate now the du:rat: 

of this t:ransi tion period. Most probably it will take mo:re 

than one yea:r. Ce:rtain optimism is inspired by P:resident of 

the USSR and leade:rs of the republics who unde:rstand the ne­

cessity of not pe:rmitting a spontaneous disinteg:ration of tt 

Union and of t:ransfo:rming forme:r powe:r arid economic st:ructur 

es smoothly and legitimately unde:r a joint cont:rol. 

The Congress of people's deputies of September 1991 

adopted a constitutional law establishing tempo:ra:ry mecha-

nisms of the cent:ral powe:r ove:r the t:ransi tion pe:riod up to 

signing of the new Union Treaty. By so doing, the Congress 
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has substa~tially dismissed itself and delegated its compe­

tence to the transformed Supreme Soviet and to the State 

Council newly composed of President of the USSR and leaders 

of the republics. Now the most important laws and d.ecisions 

made by these bodies will be defined by the position of the 

republican leaders and authorities, by their consent. Presi-

dent Gorbachev has noticeably lost his for me I power. 

As regards reorganization of the economy, common budget 

division of the Union property, gold and currency reserves, 

debts and regulation of the inter-republican exchanges, dur­

ing the tl:ansi tion period all this will be the function of 

the Inter-Republican Economic Committee, wherein the last se 

is with the republics, not the Centre. The Committee has to 

elaborate a treaty on an economic ~lliance which will regu­

late considerable part of the matters mentioned above. 

Such are the new starting positions which mark still 

~~clear perspective of political and economic stabilization 

in that geopolitical space which has been hitherto n~T>ed the 

Soviet Union. Many will depend on what is the basis of the 

new Union Treaty and the Treaty on Economic Alliance, what 

republics sign it and on what terms. Up to now it has been 

defined by the decision of the Congress of People's DeputieE 

of the USSR that in the Treaty on the Union of Sovereign 

States each of them can independently specify the form of it 

paxticipation, that. the new Union should be based on princi~ 

les of independence and texritorial integxity of the states, 

respect of human and national rights, social justice and 

democ.r acy. 
'···!: . . 
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It is intended to reach an agreement on a collective 

secu.tity and defence, while retaining unified armed forces, 

common command of nucleal: and othel: arms of mass dllstructior. 

Ful:thel:more, a stiict observance of all intel:nat~onal agl:ee-

ments and obligations taken by the USSR, including those on 

arms !eduction and conhol, human rights protection, as wel: 

as extel:nal economic obligations should be steadfastly obeyE 

In addition to defence matteis, the competence of the 

intended supl:a-national cent!e will. cove! some other functi­

ons delegated by the T1eaty paiticipants, e.g. in fol:eign 

policy, settlement of disputes, control of clime and terl:o-

rism, etc. It is likely that political and economic institu­

tionsof the would-be Union will xesemble common authoxities 

of the Euxopean Community. 

The intel:est in the formation of an economic community 

(or alliance) is revealed on the part of even those repub­

lics which will not sign the Treaty on the Union oi Sovereir 

States. It is clear that the community will have a chal:acte: 

of being open fox accession and vaxious forms of associatior 

are allowable. In other aspects, however, the concept of th: 

comm~ity still remains rather vague. If Russia is its cent: 
.. ' ... 

Of crystallization, the community's stand will be defined t·. 

a gl:eat extent by Russia. The notion of a single economic a: 

legal space which the republics want. to have should be mor· 

cleal:ly specified. Does it envisage, for e~ample, a co~mon 

currency, customs union removing any customs and administra· 

tive ba:r:riers between the participants, .common budget and 

:reserve funds, common external economic policy? It seems e.s 

·, .. ·yes ••. But:.within the. shoxt :run it is mo:re :realistically to 

·. .. ... .. ~ 
.. · ·: 
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ezpect to he..ve the'ir own cui-

:rency. It will be ha!dly possible to stabilize the :rouble 

and to turn it into a sound monete.xy unit on the scale of ~· 

entire Union with g:reat differences in the economic situa-

tion in various :republics, thei:r disbelief in the Union cz~-

tre and its money-credit policies. It is possible to balancf 

the money ~~d conuodity masses either by lifting every cont-

rol over prices and recognizing hyperinflation, o:r by placL 

into the market tUinover enormous new values which hitherto 

have never been :regarded as coJTL'!lcdities, namely: land, flatt 

and houses, shares of enterprises. But this ve:ry p:rope:rty 

located on the te:r:ritory of the :republics each of them dec-

lares its own. Is it possible to :reach an agreement that a 

pa:rt of it be assigned to the centre to ensure purchasing 

powe:r .of money? 

The use of a sound and then a convertible common money 

unit will necessitate observance of othe:r ve:ry important 

accords :rege~ding the permissible limits of deficits of xe-

publican budgets and g!owth of thei:r internal debts, . .0 • 
LUll..!. 1.-

cation of taxation, customs, price and social policies, 

strict keeping of the unified :rules of. banking activities 

and granting credits. The inevitable problem of a corrm10n Ie· 

gulation of the foreign indebtedness and cunency cont:ribu-

tions of the :republics for its se.:tvicing and .:tepayment will 

e.lso a:rise. It seems to be difficult to come to an accord i: 

all these matte.:ts, though :refusal f.:tom a siP..gle cu.:trency ;·1i: 

engender g.:teat conplications and considerably haspe! inter-

: :r.epub~ican t:rade •. 

'' .... 
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In my opinion, it v1ould be. expedient to make attempts 

to establish a banking and payment union with a common cul:­

:rency and joint :regulation of the money and credit' emission 

Several :republics might agree fo:r such experiment. If withi: 

the Union f:ramewo:rk it is impossible -!;o :;tabilize the raone~; 

~~it and ca:r:ry out coordinated policies in a:reas decisive fc 

its existence, the:re still be hope that Russia will be able 

to :recover its monetary system and ~ske its national cu:r:ren< 

(the :rouble o:r che:rvonetz) the cu:r:rency fo:r inte:r-:republicar 

settlements. 

The depa:rtu:re f:rom the fo:rme:r system of arranging the 

Union budget and inte:r~:republican trade based on :rather a:r-

bit:ra:ry prices is inevitable, since it is dictated by the 

desire of the :republics to :resto:re the violated equivalence 
' 

of mutual exchanges and use of the GNP produced by their 

joint efforts. As a :result, one may expect an increase of 

the active balance of Russia in its exchange with goods and 

services with other :republics. Accodingly, the interests of 

Ukraine, Byelo:russia, Baltic and Cent:ral-Asian :republics wi. 

suffer. To weaken the shock, it would be ve:ry important to 

:reach an accord on a gradual transition f:rom one situation 

into the othe! and, probably, not to hu:r:ry with_ the decom-

position of the single monetary system. 

Now the :republics a:re more :resolute in taking their de: 

tiny in thei:r own hands and in,finding the way out of the 

economic difficulties without J:elying any mo:re on "wisdom" 

and possibilities of the Union centJ:e. Russia, fo:r example, 

is :ready to take vigorous and :radical measuJ:es fo:r economic 
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stabilization and use ·of ma:rket mechanisms within the f:rame-

wo:rk of the economic community or, if the fo:mation of the 

1 .L...I.. • , .... d . . . .L.l _aooe:r ~s cowp~~caoe , lnaepenaeno_y, 

The fixst indispensible step is hea.ling of the moneta:r: 

system and creation of real, Gound money. A g:reat money ove: 

hang with its continuing rapid growth is the result of an e; 

cessive money and c:redit emission intended mainly for covet-

ing the budget deficit. Unde:r prices controlled by the state 

the ma:rket was devastated by the unsatisfied demand fo:r gooc 

and se:rvices. Normal trade was replaced with ba:rte:r deals; 

material incentives turned to be unde:rmined; labou:r discip­

line lowe:red. The economy found itself in the state of a fiE 

fall. 

It can sta:rt to recove:r on the basis of a changi~g at-

ti tude_ of people to theil: le.bour and, hence, g:rowing output 

and productivity of labou!. To do so, it is necessary to in­

:roduce :real material incentives, ensu:re motivation by means 

real money and changed relations of ownership, in agricul­

ture in the first place. 

Vfuat is to be done to make the rouble a real ha:rd cu:r-

rency with its subsequent t:ransformation_into a conve:rtible 

cu:rrency? Can this be achieved in the sho:rt :run? In my opi-

nion, the:re is such a chance, at least in Russia. 

It has become clea:r t'oday that the money system :reform 

cannot be delayed. Howeve:r, the measu:res taken up to now by 

central autho:rities proved to be unsuccessful. Doubling and 

tiipling of prices by way of administ:rative decisions with e 

pu:rpo:rte.d. graduallibe:ralization of pi ices tu1ned out to be 
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hopeless. Contxaxy to calculations, a strong impetus to in­

flation spixal untwisting, furthex stagnation and !eduction 

of ou'tput took ple.ce which xesulted eventually in ~ gxowing 

social tension. 

Fiscal measuxes lowexing real incomes of the populatio~ 

axe insuf.ficient. Many othex things axe requixed, in additic 

to them, for stabilization of the monetaxy system, first of 

all, expansion of supply of goods to the maxket and a xeso­

lute xeduction of the budget expendituxes and the budget de­

ficit. The state can offex a part of its pxopexty- land 

plots, houses and appaxtments, shaxes of entexpxises - fox 

sale in the maxket. This piopexty assessed by Western ex­

pexts in maxket pzices and haxd cuxxency could become an an­

cox ensuxing stability of oux moneta!y and cxedit systems, 

provided that, of couxse, a considerable part of this p!ope! 

ty would be tzadable in the maxket. 

At the same time, one should not undexestimate the !e­

lated difficulties. The population whose incomes have been 

intentionally xestzained by the government at such level as 

to pxevent big money accumulation, is incapable to buy out 

even an insignificant portion of the state pxopexty. Beside~ 

the population is puzzled by the pxoposal to buy out the pi( 

pexty fxom the state, since it has been always declaxed tha' 

this pxopexty is a whole-national wealth and each citizen 

theoxetically is its co-ownex. 

For this xeason, in Russia and some othex xepublics thE 

idea of gxanting to evexy adult member of the society a cei­

tificate (vouchex) ox opening a bank account fox a cextain 
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swn equal to about 30-40 percent of his pox tion in the com­

mon p:rope:rty obtains a g:rowing suppo:rt. This vouche:r -can be 

used fo:r buying a land plot, house or a flat, sha:res of en-

te:rp:rises or can be deposited in a bank with the right to 

use the money afte:r 2-3 years. A conside:rable portion of the 

state propert~ could be subjected to distribution by means 

of such certificates, while the remaining amount ·could bee 

the disposal. of authorities of dii'ferent levels and be scJ.r: 

by them in the ma:rket. 

This mode of privatization theoretically can st:rengther. 

the ma:rket and the monetary system owing to expanded supply 

of goods and assigning-property to a la:rge st:ratum of o;vne:rE 

i.e. owing to the c:reation of a middle class which would be 

interested in the p:rogress of market :relations and a further 

accum~lation of prope:rty. A part·.- of incomes frcim sales of 

such prope:rty should be withdrawn from circulation· or f:rozer 

fox 3-4 years. 

The :restoration of money and credit systems, of coutse, 

would necessitate other measu:res: strict rules regulating 

bank-credits and loans, an antimonopoly law creating a com­

petitive atmosphere, liberalization ofprices and import anc 

introduction of ma:rket :rates of exchange for a fo:reign cur-

rency.~ It is vexy likely that a money :refo:rm _would be needec 

with exchange of old money for new one with the view to li­

miting the solvent demand. 

But one of the main prerequisits, of cou:rse, is liquidE 

tion of the enol:mous budget deficit and b:ringing state ·expe: 

_-;_- ditu:te_s __ :~n __ consistence with its incomes. Demilita:rization of 

~. . •' . .. ; · .. ' 
. ·:· ' .. 

... · .. 

·. ,: ~ . 
. ·. _:".· . . 



the economy and xeduction of military spendings have become 

an urgent economic and political imperative. However, the 

military-industrial complex is strongly resistant against it 

At the same time, the country cannot already beax the buxder 

of excessive military expendituxes and large-scale investmen 

progxams financed out of the budget. After failuxe of the 

putsch major cuts in expenses fox militazy puxposes have be­

come quite real. It is also clear that one cannot any longei 

postpone stxict budget xest!ictions on subsidies to loss-mal: 

ing enterpxises. 

A relatively fast impxovement of the situation could be 

xeached in agxicultuze ·if a more radical, than up to now, 

zeform of agzarian relations and elimination of the feudal 

system of obligatory deliveries of agzicultuzal products axe 

perfoxmed. It is about time to recognize the pziviate ownex­

ship of land and allow trade with it (even fox some catego­

ries such as plots for country houses, lodging facilities) 

and to permit to agricultuzal pzoducexs aftez paying taxes 

(probably in a physical form- with grain, meat, milk) to 

sell the remaining pzoducts. The land allocated to collecti~ 

and state farms for eternal and fxee_use must be xeturned 

into ownership of state authoxities, whereafter it can be 

bought out ox xented by forme.I or new owners. Artificial. bal 

ziexs in the development of private farms should be removed 

and state suppoxt should be xendered to such faxms, includir 

manufacture of necessaxy machinezy, fertilizexs and matexia: 

for them. 

Such·are, in my op~nion, the primary measuxes which axE 

capable of catalyzing the tuxn for the.bettex in the econom~ 
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r· inspiring people with the hope fox a possible rebirth. But i 

will take many years to create a normally functioning market 

.. · 
.· ... :. 

economy. 

Overcoming Isolation from the World Economy. Western 

Support 

The revolutionary changes in Russia which are also spxe 

over othez xepublics facilitate ovezcoming of isolation fror.: 

the world economy and open new promising markets for interne 

tional trade. This is evidenced by the removal of the state 

monopoly fox foxeign tzade, new laws pxomoting fozeign in­

vestments, creation of joint ventuxes, etc. However, there 

axe still numerous obstacles hindexing business cooperation 

with the West. This :relates to the oxder of obtaining exno:r-!: 

and import licences, customs duties and :rules, provision of 

joint ,entexpxises. with :raw materials and components, taxa­

tion and banking :regulations. But the main point is in that 

both· in Russia and in other xepublics the required mazlcet 

envi.tonment with convextible cux:rency is lacking. And this .: 

now still the most sezious obstacle for integration into thf 

woxld economy. 

Actuation of market mechanisms will make it possible tc 

find additional oppoztunities for increasing ezpo:rts and, 

hence, for buying goods abroad. Sr.1.ch opport1.mitie::: are avai: 

able at small-business en-t;erprises, municipal authorities. 

But ~estructuring of big industries is also required in the 

interests of the formation of a powerful and competitive 

export sector of the eco,nomy . 

. Conversion .of the defence industry opens an access to 

the high technology of the military-industrial complex. Its 

: ~·· . 
. -:~ . 

. . ,.. ' ~ :: 
. ' :: .. :· 
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cornmexcialization will enable export of _>:!in·.::ipally new gooc 

possible. This is one of the most pxomising ax.eas fox joint 

ventuxes ;·1i th Western companies. 

We cruL~ot set great hopes fox expansion of impoxt of 

ma.chinexy and equipment fiom the West on a c:redit basis. At 

the p.resent time the price of such c:redi ts is ·ve:ry high. 

Taking into considexation the inefficiency of exploitation 

of the impoxted equipment (which, unfo:rtunately, is charac­

texistic for us), it is cleat that a fuxthex growth of fore­

ign indebtedness will be a heavy buxden for the economy. Fo~ 

this reason, it is likely that prefexence will be given to 

other foxms of collaboration such as industrial cooperation, 

joint entexpxises, dixect foreign investments and fxee eco­

nomic zones fo.t joint ventu.tes established in the tex.ti tory 

of Ru:;;sia. UnfcxtLmately, e. poox state of the economy foxc.; 

the republican govex~ment to find new cxedits. 

While xegarding pxospects fox a deepei involvement o£ 

Russia into the wo!l<i economy, one should ~ave in mind the 

role that is played by t:::a::.snational coxpoxatio~s in the in· 

tegxation pxocesses ongoing in the woxld. Despite the cont­

_xadictoxy chaxactex of their activities from the pexspectiv· 

of national intexests of the countxies whexe .they have thei: 

affiliates, these coxpoxations do contxibute to accele.tatio: 

of technological advance and a g.teatex intexdependence of 

diffexent countxies. They exert a growing influence on the 

dynamism and geogxaphical flows of the woxld t.tade. Among 

developed cotmtiies of the woxld only Soviet ·union did ·not 

have its own large-scale txansnational companies with affil~ 
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ates all over the ~orld. Neither has it affiliates of Wes-

tern companies in its teuitory yet. But it is quite clee.r 

that ·Russia, L.i'kraine and other republics will have• to c.reate 

favourable economic environment fo:r the e.ctivity of foreign 

companies. On the other hand, with time it is possible to 

expect investments of Russian, Uk:renian, Kazakh capital in 

Western co~~tries. 

The basic means end resources for economic recovery 

that the initiated anticomrnunist revolution is intended to 

release are inside this country, not outside. They are con-

cealed both in socio-political and economic spheres. Democr< 

tization of society, emancipation of public consciousness, 

awakening of talents, moral and cultural upsurge of the po­

pulation are the decisive factors of our rebirth. The main 

obstacles in this road - insufficient maturity of the civil 

society, lack of experience and professionalism in. new stru( 

tures of power. 

The West can substantially speed up the renovation of 

the Soviet society by showing its readiness to reach a comp-

remise on the issues of reduction of conventional and nucle-

ar weapons, by continuing political dialogue with central ar 

republican leaders and widening contacts and cooperation in 

all spheres. The difficult process of demolition of totali-

tarianism and transition towards democracy and market needs 

not only moral and diplomatic support of the leading indust­

rialized states, but their technological assistance, parti­

cipation of Western capital in modernization of industrial 

and agricultural enterprises, managerial expertise. An e~ 

~-:·.::· .. :. '• ~ ~ .. •' 

sential-.help.aan be effected by elimination of restrictions 

.. ~ . 
·. . ~- .. :'·,,' 



18. 

on txansfex of technology, g:ranting most-favou:red-nation 

t!eatment, accession of the new Union ox its individual mem­

be:r s to inte:tnational economic o:t ga.niza tions. 

The t:roubles in p:rovision of uxban population with foo( 

stuffs and paupe:rizatiori of numerous st:rata of population L 

Russia and cthex :republics have :raised the p:roblem of huma­

nita:rian help by the West. Of cou:rse, it will be accepted 

with thanks inespective of its painfulness fox dignity of 

those who take it. Ou:r people got in t:roubles due to the 

filthy social system and its leade:rs. The food supplies and 

othe:r assistance will make it possible to a ce:rtain extent t 

:relief the dange:rous tension and facilitate the t:ransition t 

the ma:rket economy. But if efficient mechanisms of dist:ribu-

tion of this aid with pa:rticipatio.t?- of the West axe not four. 

it ·might not :reach those who need it, but fall into hands of 

speculators and bu:reauc:ratic st:ructu:res. 

The g:reatest cont:ribution to the :recove:ry of oU! eco-

nomy can be made by di:rect investments into the indust:ries 

which define the imp:r ovement of huma11 life, bette:r quality 

of p!oducts, :reduced losses, liquidation of acute sho:rtages 

of goods, p:ropagation of high technologies. To encou:rage the 

inflow of such investments it is necessa:ry to have gua:ran-

tees eithe:r on the pa:rt of gove:rnments o:r banking institu­

tions. Govexnments of Weste:rn countries could do much to giv 

such gua:rantees and fo:rm.app:rop:riate banking mechanisms. 

Of cou:rse, until political instability and non-settle-

ment of inte:r-:republican :relations a:re p:rese:rved, a ce:rtain 

:rest!aint on the pa:rt of Weste:rr .. business pa:rtne:rs ·will·.take 

· .phi.ce. · · 
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At the same time, duzing this vezy peziod of the development 

of democzacy and mazket in this countzy the West is capable 

of xe·ndezing a vex.y substantial suppox.t to this px.ocess by 

showing the x.equized b!oad-minded aoox.oach. The aid in va!i­

ous forms including fx.ee one is needed fox. the new sectoz o: 

entzepzeneux.s, family faxmexs, entexp!ises of maxket infza-

stzuctuxe, democzatically elected authozities. Howevez, it 

will be also x.equested by those who would like to pxevent tl· 

dismounting of obsolete stxuctuxes. 

In othex woxds, the West faces a difficult pxoblem of 

elaboxation and cooxdination of its policy of xendexing eco­

nomic assistance to new democzacies oziginating in the zuinE 

of the fozmez Soviet Union. It is desixable that the West 

could exezt a pzoductive effect on the development of these 

difficult txansfozmations. 

New Realities in Euxopean Policy 

The czash of the last wozld empixe·and oxigination of' 

new intexnational fozmation in the teuitoxy of the USSR wi~ 

bzing about essential changes at the political map of Euxopc 

This will have sexious consequences fox the global system o: 

. intexnational zelations. At the moment.: it is impossible to .. . . :-t:·-

foz~see·all effects of this pxocess. But it is cleax that 

the victoxy of democxatic foxces in Russia, xemoval of the 

communist pa.ity fzom powez, maxket xefozms will clean the 

xoad fox incozpoxation of the x.epublics gaining theix state 

independence into the global civilization, the pxospects fo: 

intexnational coopexation will be much bettex. Howevex; the 

pxocesses of decommunization, max ket and democxatic txans-
. :,.. :-."~'-. ·--~- ·:·::-.-.-.-: ~ : 



. ' 

foxmations have not yet acquired an all-xound.chaxacter, 

they axe going inconsistently and non-unifo%fuly. The poli­

tical instability in the decomposing Soviet Union bears a 

thxeat for international security and l)ll.ts forwa:rd a number 

of new problems facing foreign policies of Western states. 

How to make a better u.se of the historical chance for impXO' 

ing international climate formed by radical changes in the 

Soviet Union and Eastern Europe? What should be done to avo: 

destabilization of the international situation, especially 

in the European ·continent, as a resu.lt of acute contxadic-

tions and economic difficulties of the txansition period? 

Thexe are only most general ~nswers to these questions.so f< 

The enormou.s military potential of the Soviet Union 

to a lessening extent can be regarded as a threat for the 
' 

West. The republics on whose territory nuclear arms are de-

played- Ukraine, Byelorussia, Kazakhstan- intend·to becom( 

nuclear-free zones and to give their nu.clear arms to Russia 

This will make the Russian leadexship actively stzive fox 

reduction of strategic nuclear and conventional arms, liqu.i-

dation of tactic nuclear weapons. The location of the most 

. dangerous arms on the Ru.ssian territory and, apparently, 
·'. -:··· 

under control of the democratic anticommunist presidential 

power minimizes the risk of any incidents. In the first plac 

Russia can become a gu.arantor of a strict observance of all 

hitherto taken, on behalf of the Soviet Union, internationa: 

obligations within the CSCE framework for control and redu.c­

tion of armaments, in the hu.man rights area, etc. 

The ideologization of international relations with its 

-------------------
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"class approach" that so noticeably hinde.red achieving camp· 

xomises in the past anci maintained "cold war" has ceased. 

It ii possible to fo.recast with assurance that the" cooxdi-

nated fo.reign-policy cou.rse of the new Union which will ap-

pear instead of the USSR, that of Russia and Ukxaine in the 

first place, wi2.1 be aimed at joining the European civiliza­

tion, integrating into European and global political and ec 

nomic st.ructu.res. As it seems, this fully meets the interes 

of the West. Today, like never before, the integ.rity of Eur 

pean secu.rity is felt. Prospering Western Europe cannot sue 

cessfully develop fu.rther being fenced-off from Eastern 

Europe, from newly appeaxing states in the USSR territoxy, 

from their problems and tragedies. The split of Europe into 

poor and rich one might become a souxce of an equal tension 

as its sepaxation into two systems with the opposite ideolc 

gical orientation. It is important to concert effo.rts, to 

agree to render the :requited assistance in ordex to avoid 

all this. 

Stabilization of the situation in the East-European ~~ 

gion will depend to a gxeat extent on the manner of xesolv­

ing ethnic and tenitoxial problems which came to the foxe-
:•. ,. : 

fxont as a result of crash of totalitarian systems. Taking 

into consideration weakness, inexperience and immaturity of 

the emerging democracies such ethnic disputes might turn 

into armed conflicts like, fox example, in Transcaucasus an 

Yugoslavia. The European comm~~ity now faces a very difficu 

task to contribute to settlement of these conflicts. Effec-

tive international mechanisms, go-between procedures are 
.. ~- .. -: . . . . . ' . ·.-.~. · .. 

·. .. . .... ... 
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:requi.red. to ensu.re .resolving of inte.r-ethnic conflicts both 

inside states and between them only by peaceful, political 

measli.:res. • 

It is obvious that peace in Europe should rest not onl 

on .recognition of the right of nations fo! self-detexmina­

tion and inviolability of the existing bo:cde.rs·. To maintain 

it, all states have to take sound obligations to :respect 

human rights, as well as :rights of etiD:ic minorities, not t 
. ,.· 

.reso:rt to.fo:cce in solution of demesti.c>.ethnic p:roblems. 

The decomposition of the Wa:rsaw T.reaty and COMECON has 

czeated a ce.r.tain vacuum in the Eu:ropean political situatio' 

The Soviet Union has lest its inte:rest in Easte:rn Eu:rope, 

while the West is not in a hu:r:ry to occupy the:re its fo:rme:r 

positions. The:re a:re, howeve:r, signs that this vacuum ~ill 

soon be filled with new fozms of political and economic in-

tezaction. Russia shows initiatives in :resuming, on a new 

basis, .relations with Czechoslovakia, Poland, Hunga:ry. At 

the same time, the latte:r count:ries make attempts fox a 

"t:ripa:rtite'' coopezation in the milita:ry-political a:rea. 

They have vezy much in common. In pa:rticula:r, they a:re moze 

advanced in cax:rying out mazket xefo:rms .. than othex count-
:_~:~.::.~:_ .. ~ ·.';'7:.t: ... ; 

:ries. Thei:r :relations axe not clouded:.by political ox tez-

:rito:rial disputes. All this c:ceates p:re:requisits fox a sub­

.regional integ:ration which can be joined by othez states, 

e.g. Lithuania, Latvia, Estonia. Simila:r tend.encies tov1azds 

alliances and associations of states on a sub:regional basis 

can play a positive zole in the pan-Eu:ropean pzocess. 

The situation in Eastezn pazt of the Euzopean continen· 

does not give a g:reat optimism so fa:r in :respect of const-
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tical situation which necessitates ~en approaches to aolu-

tion of the pioblems of secuzity, economic coopezation. 

·:rhe post-we.:: binolax aiiangement of the '.'lcild suggester: 

availability of a countenveight to the USSR face of 

the USA •.•1hose pese~ce its allies agair 

the Soviet threat. The disappearance of such thzeat puts tht' 

question of the uS role in Eu;:ope. '.'/hem shot.J.ld t'1ey ··iefez 

now - the disintegrated USSR v1hich in the she! t run v1ill be 

busy with its own problems, or Germany? What tzs.nsformatiom 

in this respect the NATO should undergo? A number of East­

European states shows interest in joining the EC and NATO. 

This idea is being debated in Baltic states as well. The ab-

sence of clarity in respect of the system of coll~ctive sec· 

rity and economic unification of the Soviet republics dec-

lazed their sovezeignty and indeoendence still more comoli-

cates the architectuze of the common Euzopean home. Never­

theless, peaceful futuze of our continent can be associated 

only with the pzocess initiated by the Helsinki Act. 
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Discussion paperrat the UNU conference on 
"A New Europe in the Changing Global System" 
Velence,Hungary.23-25.Sep.l991. 

GLOBALIStl, REGIONALIStl, NA TIONALIStl. 
rEnd Century Dilemmas about OPPOrtunities and Roadblocks for a 
New I.Jorld Ore/er and the Future of Europe.) 

"Every age has had its burden of 
misfortunes and dangers and has 
nurtured its hopes" 
rAurelio Peccei, the founder of 
tl1e Club of RomeJ. 

From among the many ideas and movements which emerged faded away 
or survived several "isms" claimed the 2o-th Century so far. The 
agenda of national and 1-1orld POlitics has also been very rich in 
misfortunes,concerns and false or real hopes in this turbulent 
centurY. 

Ideas and concepts about a" netv order" tvhich tvill bring peace and 
l?a.opiness to humankind or at least for some g-oups of it 
appeared also in the vocabularY of different POlitical move-
ments and POlitical fiwres since lne beg;;·~r:tr;y or the Century. 
Sometimes those concepts and demands became the motive forces 
of different costly actions tvhich rather often failed to achieve 
their goals but at the same time they became the sources of human 
suffering. 

At the early 199o-s from among the many netv or older"isms"which 
are still with us natifJnaJisfn.EEgjJJoabsiiLaDfi_q]obaJism...Es _________ _ 
ideologies or ruiding principles of actions seem to be especially 
pertinent ones.Will they together or any of them separately be 
the final "tag" on the 20-the Century or the "catch:vorcl" for the 
future historians trying to understand and exPlain our century 
tvill be something else, like "The End of Great EmPires" 
"The Era of the Great Global Changes" "The Beggimig of a New 
Global Peace Order" or the prelude to the era predicted in 
doomsdaY proPhecies:to tlegaproblems and flegacrisis".Will it be 
POSSible 8t all to cheracterize our century tvith one catchtvord or 
it 1s more feasible to label shorter period within it? The anstver 
of tl7e''.oroPhecies"to those cvestions would have been certainly 
diffe.~ent in the different periods of this turbulent Century and 
b.v the various actors of socio-POlitical life on our Globe.It 1s 
and it will be difficult for the future historians rnot cnl.v for 
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the prophets) to give a universal IY acceptable catchword even to 
the shorter eras within the century.It is also l•ie71 known, that 
such ideas as globaiism, regionalism and nationalism appeared 
also 1'n one way or another in various POlitical movements and 
ideologies in many concrete forms and served manY,often 
diveroing roals. 

The ans1.ers may also d1'ffer today if the above three cateoories 
are considered from the POint of vie''' of t/1ose fiiflting for self 
determination for national identity or from the POint of viev.' of 
international POlitical economic or ecological oovernance. 

,· ".1~· 

The interests and values behl'nd nationalism,regionalism or 
globalism were of course far from identical either. The.v were 
interwoven with many other Problems, and they represented a 
"burden of misfortune" and "danrers"for some but "hopes" for 
others as the historY moved from the era of the great empires to 
the world of about 77o statesfand their nUtrtJer is still on the 
increase) and their s.vstem of international orrenizations, from 
the realities of 7,6 bilion r:eople to the concerns of more than 6 
billion ;from the promises of the electric POwer automotive 
vehicle and larre scale mass production to the challenres of the 
information are,biotechnology and ecological catastrophies, from 
the promises of oi I as a new and extremely efficient fossi le fuel 
to the nuclear energy and the danrers of a nuclear holocaust. 

A77 those chanres represented new cha77enres and hopes, brouiflt 
about new· conflicts and offered new POssibilities in building 
new "peace regimes" and paved the waY for their collaPSe. 

From the POint of view of the future it is a fundamental QJestion 
to what extent the global chanres at the late 1980-s, early 7990-­
s represent a real turning POint in history not only in concerns 
and hopes but also in the role of globalism, regionalism and 
nationelism. The answer to that cuestion cannot be given in 
abstract, theoret ica I terms. M?ile the theories of intemationa I 
relations may well be influenced bY the chanres the concrete 
analysis of their implications is a fundamental task even from 
the POint of view of the theories. In this paper I have to confine 
the investiretions to the interrelationship of the chanres with 
those factors and trends which are behind the contemPOrary PrOb­
lems of globalism regionalism and nationalism as they appear on 
the flag of different contemPOrary POlitical actors which may 
have a given sornetirnes decisieve influence on the chanres. 

The transformation in the Soviet lhion and in Central and 
Eastern Europe which resulted the co77aPSe.of the POSt Second 
World War POlitical status QJO in Europe marked the end of the 

• 
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Cold War period With imPOrtant global cmsecuences. The causes and 
the cmsecuences of the chanr;es cannot be unerstood in a me 
dirnensimal way and cannot be defined mly in short term 
perst=ee Uves. 

The short term perst=eetives represent mly me, and for certain 
POlitical actors undoubtedly very imPOrtant dirnensim for the 
evaluatim of the chanr;es. The global system of the late 2o-the 
Century however is an extrerrely cOfTIPlex formatim as old and new 
macro and micro actors and issues are sirrultaneously present 
and new interrelatimship has developed not-only between states 
but also between POlitical and ecmomic factors. There are 
imPOrtant chanr;es in the factors and conditims determining 
the shifts in the global rower structure due to the new and 
pervasive role of new technology and the changing technolo-
gical foundatims of the society, the increasing ifTIPOrtance 
of transnational capital fTKJvements, the globalizatim and 
integratim of markets, the new forms of comretition and 
cooperatim m global level. 

Beymd the fTKJre than 17o states · of different POlitical 
ecmomic and technological carobilities interests and values, 
there are imPOrtant transnatimal actors:transnatimal 
corroratims,banks,about 5o regimal ecmomic organizatims. 
Interrovemrnental organizatims of global character are 
functioning in alfTKJst everY imPOrtant field where the interaction 
of the states is strong and where fTKJre global cooreraticn and 
ccrrmon rules of actims are recuired. and many"nonrovemrnental" 
;n·tematimal organizatims exists with wide intemation&J . 
networks. 

There are many new problems in the global system which are 
the consecuences of the chanres and the solution or even 
mitigation of :vhich demands global POlitical thinking and a rruch 
hifher level of international cooreration. The needs however 
have to be translated into global actims and this Pf'OCess 
recuire not only noble ideas and declarations but mechanisms 
for the harmonizatim of intersts and roals of countries. The fTKJre 
the global processes influence differently(favourabl.v or 
adverslyJ the countriesrtechnology for examPle has been a maJor 
1-vlarising factorJthe fTKJre difficult this harmonization wi 11 be 
on global level. The new actions recuire chanr;es in national 
thinking and in the speaj and efficiency of nationa I decision 
making which upgraded the imPOrtance of the functiming of 
natimal POlitical regimes from global POint of view since 
flexibilit.v,adaPtibilitY and the carobilities for the efficient 
use of resources est=eeially human resources became fundamental 
factors in intematimal perforrrmance of countries.Rigid dictato­
rial regimes with their hierarchical structures are less and less 
aLJ/e to 1 ive with the new cha llenr;es. 

________________________________________________________ j 
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The chanres which have been taking Place in the global system 
made hiiflly Pf'Obable that the 799o-s will be a farfTKJre 
turbulent and difficult decade than the me t.e passed,at the same 
time new POssibilities ernerrecf to deal with the causes and 
cmsecuences of the prd]lems and thus reducing the inherent 
cmfrontaticn between globalism,regimalism and natimalism. 
The PrOCess ho~>ever will not be easy and SITKJOth. 

The transform3tim in the Soviet lhim, the revolutimar.v chanres 
in Central and Eastern Europe g:~ve birth to ne1v ideas and hopes 
about a new era of peace,disarm3ment and intematimal coopera­
tim.A lrost thirty .vears after the farrr)!.ts book of Daniel Bell 
about "The end of ideology"was-roblished and became the sta,~ 
ting POint in the debates of global dimension about the role 
of ideologies in reneral in the modem societies,about the capa­
bilities of fading ideologies to adJust.chanre and come back 
a99in and in reneral about such issues how ideologies end, 
some POlitical analists started talking about the disappearance 
of the basic cmfl{ct and SYStemic cmfrontatim and about its 
implicatims.07e of them went as far as the belief, that the 
chanres represented the "final act" of the human drama, the 
fulfillment of the famous Herelian prophecy cmceming "the 
end of human history". 

The essey of Francis FukU.Yama inspired by the sudden chanres in. 
Central and Eastern Europe anci in the U.S.S.R.by the collaPSe of 
the cormunist regimes brouiflt the idea of Herel into the 
turbulent world of the late 2o-th Centur.v.Jt was however not 
Fukuyama and 'his essey which resulted the ITKJre recent dis­
cussim about the "new global order" but the victor.v ·-·of the 
"grand coalitim" in the deserts of Iraq and the famous statement 
of President Bush.Fuku.vama's ideas about the last· word of history 
~>ere discussed and cvesticnecl in details in the dialowe m the 
rores of "The Natimal Interest" from different asrects.Aristotle 
views ~>ere cvoted, that a 71 forms of oovemment democracy, _ 
o I i99rch.Y, aristocracy, mcnarch.Y, t.vranny- ~>ere inherent ly 
transitional and that the "stabilitY of all regimes is corruPted 
by the corrosive POI.er of time". The histor.v of the world so far 
was a cmvincing proof for the correctness of Aristotle. 

T11e issues which ~>ere raised by Fukuyama and by the different 
rorticipants of the debate ~>ere hot.ever not comPletelY irrelevant 
from the POint of view of the discuss1'm cmceming the new . 
global order which has been anticiroted bY President Bush. 

It is a fundamental cvestim how the POSt Cold War global system 
could be characterised and how it will functim?Did the collapse 
of the Yalta sYStem bring about chanres which may result a 
POliticallY, ideologically ITKJre homorenous global order in the 
framework of w!?ich the interests of the ·nations coulcl tJ& 
harmonised ITKJre easilY or the "biPOlar stability" will be 

I 
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replaced by rrultiPOlar instabil ity?Is it Justified to state that 
from now on the central theoretical and practical problems of 
international relations will be connected with the collective 
manarement of the new order or all those and other favourable 
chanres represent only a part of the Picture maYbe a parenthesis 
in the turbulence? 

I. I FOST caD WAR PERSPECTIVES IN El.HPE. 

Euro~=e which has been the main "theatre" of POst war 
.confrontation between the two global POwers witnessed of course 
the most fundamental chanres. The cold war situaticn · which 

'1!t1ffi7nated the POSt war era and determined the relaticns between 
the countries in is over. The POlitical and econanic chanres, the 
transformation in Central and Eastem Euror:e, the dissolution of 
tfie Warsaw pact and the 01EA, the withdrawal of the Soviet trooPS 
from the regicn represented a strategic ccntraction and setback 
for the Soviet l.hion but not a Cold War type strategic 93in for 
the l.hited States as the Soviet l.hion has given UP global ccntest 
with the leading rower of the Westem world and the nultiPOlar 
character of international relaticns and not the era of new 
Anerican heremony is replacing the POst war b{pa/ar sYStem. This 
nultiPOlaritY is however sti 71 more of hierarchical na-
ture. The l.hited States is sti 77 the I arrest POwer in the world. 
The size of her national eccnorny is at least twice as larre as 
ttiat of Japan and more than three times larrer than of the uni..:. 
fied Germany. She is sti 11 the stronrest countrY in the field 
ofOR&O,esr:ecially in the most modem technolow.She gaineda 
stronrer strat~ic "; .r;;;osiUOit in her CCXTIPt:·Uticn a:'ili rivalry witl: 
the Soviet l.hion. The G.Jlf war proved that in the global hierarchy 
the cnlY maJor' POwer which is able rand readYJ for massive 
militar.Y acticns basically anywhere in the world is still the 
Lhited States. Those theories of international relaticns however 
which were based en the "balance of POwer" or the "balance of 
terror" in explaining events and recarmending strategies wi 11 have 
to chanre some of their · _ - PBradigns. 

The outcome of the chanres in the Soviet l.hicn at this stare 
is hiif!IY uncertain and there are many alternative "scenarios" 
POSSible. It 1vi ll take a lcng time even under oPtimal domestic 
and extamal conditions to move out from the serious eccnornic 
POlitical, ideological,moral and ecological crisis of that 
countrY. The chanres wi 71 be for a -lcng time hamrered by intema I 
POlitical POwer stroggles,religious and ethnic ccnflicts. 
The historical chanres in Imrerial Russia or in the Soviet 
l.hion had never been smooth and surprisefree events due 
to size of the country the nultiPlicitY of the "built in" 
Problems and conflicts and the inertia of buerocratic rigiditY 

resisting reforms and modemizatioin efforts. 
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The Soviet lhion (and its central POwer the Russian Rerob l ic, 
whatewer form the lhion will take in the future 
a looser economic space,a confederation or a mixture of different 
relationsJk,ill remain a POwer of maJor imPOrtance and a the 
chang:s in that cwntry will have a strong influence on the 
stability of global affairs but especiall.v in Europe and in Asia. 

As an imPOrtant consecuence of the changes in her structure,she 
will have to redifine her strategic POsition and interests on the 
basis of the new realities. The dilerrmas for her former 
adversaries are not tcxrsimple either in their· relations ~1 iii7 U;e 
Soviet lhion. The alternatives for the U7ited States are sti (/ the 
subJects of imPOrtant debates within the grwPS of decision­
makers uPr7 strategic issues.07 one hand the U.S. needs her 
cooperation in many areas of glciJal relations,as it has been 
proven during the GJlf war and its consecuences in the f1iddle 
East. 07 the other hand she rrust be prepared to different 
alternative scenarios in the domestic develoment of the region 
and also in the intemationG.l relations of the lhion or Russia. 
(]ncluding the dangers of civil wars,ethnic and social conflicts} 
The maJor POlicy adJustments whi eh are sti 77 ahead for the lh i ted 
States in her relatims with the new European concentratim of 
ecmomic POwer, (which will become a formidable ecmomic force if 
all the measures resulting the single market. the monetary unim 
with a corrmon currency will be succesfully it71PlementedJwi77 also 
be influenced by the future U.S-Soviet relations. 

For the united Germany .. which in itself represents an imPOrtant 
new challenge for the U.S and Japan the chang:s in the Soviet 
lhim and in Central and Eastern Europe offer new OPPOrtunities 
in global competitim.Japan which is actively promoting the 
establishment of an economic zme in the Pacific region has been 
influenced bY the chanrEs in the Soviet lhion in 
different ways.As the cold war factor is gradually disappearing 
from the Asian POlitics she is modifying her relations with the 
USSR and the cmtent of her strategic allience with the lhited 
States is also in the process of re-definition.As Japan is 
becoming an even more imPOrtant factor and strong:r force, the 
"secmd" superPOwer in global POlitics and ecmomics she will 
have to elaborate a new global strategy, 

The former allies of the Soviet lhim, in Central and Eastern 
Europe will have to find also some form of accomodation l·iith 
her not only because of its POlitical imPOrtance but also because 
of the economic relatims developed during the past 4o years. 

The dramatic POlitical chang:s in Central and Eastern Europe 
were to a great extent the results of t!Je tmnsform9tit~7 in tr/8 
Soviet lhim which had to agree in. the German reunification 
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and to give up her "strategic defence" and POlitical influence 
zcne in Central and Eastern Euro,::e . The German reunification 
affected not only Eurorean but also global POlitics and will have 
an imPOrtant and rrvltidinensional (POlitical ,economic, J influence 
on the future international system.In spite of the fact that the 
forner EastGerrnan part -of the united GermanY wi 11 suffer for some 
t.ifr'e frar~ differen social and economic Problems cdlnect'ed with 
the transition to a modem western ty,::e market systan, (indicating 
also the dinension of the transition Problems in other, less 
developed Central and Eastern Euro,::ean cOOf7triesJ a7d that the 
western part wil 1 have to pay a high Price (in terms of transfer 
of funds,pressure on wages etcJ for reunificaticn_C-ermany as a 
country gained a substantial strength not only in relation to the 
U.K. and France within the COfT1TXJflities but also to Japan and to 
certain extent to the Lhited States and the Soviet U'lion. While it 
has been generallY recomized that the new unified Germany is a 
strong democratic state, in is not the "second" or the "third" 
Reich, sti 77 the fact that Germany carried the main resPOflsibil it.Y 
for two world wars in this Century caused concern to some 
countries about the future path of develot=rne7t of the united 
cauntry. (Some POlitical grcxJPS in Euro,::e forrwlated a delicate 
qJestion: id 77 the countrY be the Germ3nY of EuroPe or wi 77 the 
united cmtinent be the Euroro of Germany?). 

The reunificatim certainly contributed to the efforts for the 
acceleration of t/1e integration process by some forces ivithfn the 
Comunities. 

It has stirulated many exrorts to think about the establishment 
of a ne.v securitY arranrenent ivhich would control also the 
military and POlitical role of Germany in a regional structure. 

The reunification of Germany and the strong German state wi 77 
have a maJor influence on the future international POlitical and 
economic relations of the Central and Eastern EuroPean countries. 
Their future however will be determined bY the complex interPlay 
of different international and domestic factors, forces and 
problems. The rapid and often unexr=ected changes in the POlitical 
system in that region took Place in the environment of deeP 
economic crisis caused bY the inefficient-rigid system which 
could not adJust and modernise their society and econCITIY 
according to the recvirements of the globa 1 econOlliY of the late 
20---the Century,by the outdated and one sided nature of their 
external economic relatims and by different other external fac­
tors. There is no horo for fast improvement in the ec(){l()7}ic 
situation which may be resulting in frustration and threatening 
the stability of the new regirnes.Lhder anY circumstances tlie 
Centra 7 and Eastern Euroroan ccur7tries ivi 17 have to face a long 
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and painful Pnxess of dorrestic socio-economic and institutional 
adjustment in their transition to the market sYstem. The Problems 
are aggrevated bY other factors. The POlitical and ethnic 
frontiers which were established in this region after tl1e first 
and basically restored after the second world war created built 
in swrces of conflicts and tensions. The dominating regimes 
during the past 4o years were not able rand ready) to solve those 
Problems. The rigid economic and POlitical frontiers even aggreva­
ted the situation.All of a sudden many old and certain new 
Problems came into the surface, fueling nationalism,confrontation 
and rc:sul' >ng violence: ethnic clashf:;s,national minoritY 
issues, border disrotes. fThere are six rotentlal l.v explosive 
border conflicts and 14 major minoritY issues in the region 
~odthwt cwnting the problems of the Soviet U7ion. J The civil 
war in Yuroslavia is a tragic example for the nature and size 
of the problems in the region. 

Conflicts connected with the revival or strengthening of 
nationalism which cwld become POtentially danrerous for the 
future and may be resulting in disintegration and frammtation 
are of cwrse not confined to Central and Eastern Europe, 

According to one of the well known experts of the rrulti-ethnic 
states, there are more than 5ooo different ethnic grouPS in the 
world and many of them with their own territorial base. (Rodolfo 
Stavenharen:Problems and Pros~ts of f1Jlti-ethnic States. The 
U.N.U7iversity, 1986.Jf'lost of those grouPS cwld claim nationhood 
and nation-state. 

In Europe, there are ethnic Problems in the U K. in France, SPain 
Belgium etc.besides those in the Eastern P3rt of the Continent. 
The recent events in India witnessed the imPOrtance of ethnic 
Problems in that cwntr.v. The f1iddle East is of cwrse an other 
example for regions where the ethnic problems-torether with other 
issues are swrces of conflicts and violence. 

Those issues connected with nationalism, frontier disrotes 
minorities and ethnic groups in Central and Eastern Europe are 
receiving however greater glciJal attention,because of their 
s~ial nature:resulting also international confrontation 
sirrvltaneously. Those conflicts were playing the role of the spark 
in the two world wars of wr centur.v. The mass rrurder of many 
minorities during the second world war, es~ial ly of 
Jews and G.YPSies became a mrt of the "historical memory" of 
the gldJe abwt this region. The hatredness among certain nations 
of the region has also traditional roots.Central and Eastern 
Europe has been historicallY a buffer zone in which the 
confronting great rowers cwld utilize the efforts of the 
L1iffermt rMit-relitfeg bJ eS'too listr ttlfdr· c'iln state or· to 
oPPress other'S. T11at region of t/;e wor'ld lias weak or· no c/eni)C/"t3Uc 

. -.·•· 
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and liberal traditions. The search for national identity and the 
restoration of national continuity has been considered of course 
as a legitim goal of the people in the region by many experts and 
observers.Unfortunately,due to historical reasons which include 
such imPOrtant factors as past POlicy 'errors, traditional efforts 
for forced assimilation,denial bf minority rimts, the 
consecvences of the two peace regimes which followed the two 
world 1vars in this region of the ~Vorld the frontiers between what 
could be considered as legitim search for national identitY and 

-'the outbreak of "violent" nationalism,are in certain cases very· 
· thin and there is a danger that in the process of restoring. 
mtfonal identity POlicies may be resulting in 
chauvinism,xenoPhobia, the search for scapegoats for the past 
difficulties. These ~Vould Jeoparadise the future of democracy in 
the region and would be the source imPOrtant danger for 
POlitical stability of the whole continent but of course 
especially for the respective countries where the economic and 
social problems in general and in connection with the transition 
are exteremely severe. 

Under those circumstances the success of the changes in Central 
and Eastern Europe depend not only on the lvisdom and capabili­
ties of the new regimes to establish a national concensus but 
to a qeat extent also on the external SUPPOrt what the Western 
(buntries can provide. They need not only moral,POlitical and 
massive material suPPOrt but the readiness of the countries and 
institutions of Western Europe to accept them as real Partners on an ecvitable basis.kf{i:hOUL" that SUPPOrt the central and Eastern 
European countries will not be able to utilize the historical 
OPPOrtunitY for modernization offered by the changes. There are 
many POlititicians and Experts in the West who understand very 
well the options and the alternatives and see very well the dan­
gers that the national euPhoria connected with the revolutionary 
changes in Central and Eastern Europe is not going to be long 
lived. The uPhi11 tasks in the economy and the social challenges 
are already eroding the POlitical coalitions INhich ~Vere 
struggling together against the communist-etatist regimes.It is 
also better understood, that the POlitical SUPPOrt of the people 
to their government depends not only on its democratic election 
but also on the effectiveness of those governments to satisfy 
PUblic expectations. Concerted national and international efforts 
are needed during the 1990 in order to avoid the emergence of a 
ne~V zone of conflicts and instability in the international 
system. 

2./REGIONALI5f1 AND G'LOBALIS/1 IN A NUL TIPOLAR WORLD. 

f1eaningful regional cooperation as an answer to the dangers 
of rfrHT.!fil'"iiiXI i~>9i:i(vBI confrord:ation,t=r_;tenb:31 tensions 
and violent conflicts emerged in the international 8Y8tem 
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at the very first time in Westem Europe as the result of a 
uniCI.Je coincidence of interest of the United States and the 
countries of Westem Europe in certain issues. 

It h'as also an imPOrtant fact-that from among the continents 
divided b.v systemic conflicts and living with the tensions and 
other wim realities of the Cold War confrontation,only Europe 
had been able to develoP a regional system of securit.v and 
cooperation in which United States and Canada were also 
ParticiPating. This system in a way was a result of 
understanding, that in the increasingly complex 
POlitical and ~:...,_-vnomic envinfn;ieni~e-.un in tile "old" structure 
the stability in Europe could not be based any more on the 
traditional "balance" of mutual deterrence and the danger of 
mutual amillilation.New institutional structures were needed in 
the European region corresPOnding to the realities and which 
could manage future problems in a constructive wa.v. The changes in 
Central and Eastem Europe and in the Soviet Union necessitated . 
further prog-ess in the construction of the s.vstem.In November 
1990 at the meeting in Paris, the CSCE process was institutiona­
lised.Beyond the rerular meetings of the heads of governments, 
foreig) ministersramually) and of their seniour officialsrtwice 
a year)Jull review meeting will be held in ever.v second year. 
A permanent secretariat was set UP in Prarue, a conflict 
prevention center started h10rking in Viema. The events in 
Yougoslavia already proved not onlY the imPOrtance of such 
institution but also the fact that in order to be more efficient 
it reCI.Jires weater POwer and suPPOrt from all the countries .. • . ~ ..... · 

The continuity and further institutionalization of the process 
which was based on the Helsinki Final Act and which has been 
Pla.ving a very imPOrtant land not alh1a.vs fully appreciated/role 
in helPing the changes in Central and Eastem Europe could became 
the most imPOrtant all -European-North Atlantic structure in the 
POst cold-war Europe. 

This system may become the POlitical-strategic side Of a ne14 
European order with a new military balance. The s.vstem hohever 
does not corresPOnd to the economic side of a new future order. 

Can the much advertised European Economic Space become the 
"economic foundation" of a new order in Europe? 

This -according to the Plans of JacCI.Jes DelorS,h1hich is shared b.v 
the maJoritY of. the experts in the Communities- could be 
functioning in the 1990-s in a .Peculiar wa.v. The European 
Communities with its current 72 members will be the "core" around 
which concentric circles will be formed. The first circle will be 
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the EFTA countries,than the three "new democracies of Central and 
Eastem Europe,torether with Turkey,Cyprus and f1alta,than other 
circles will follow.Countries in the imer circles would get 
closer to the Communities lotith POtential membershiP towards the 
end of the Century.Jt is evident that not only the content of the 
relationshiPs between the countries in the different circles will 
have to be elaborated but also the cvestion how such a system 
will function in an economically rational and efficient way in 
the changing global economY. 

The issues with lvhich a new security system in Europe will have 
't7/ deal may include ethnic conflicts,debates and conflicts which 
may emerge from the disintefT'ation of certain multinational 
countries and from efforts to redraw frontiers in the 
Continent.Domestic problems in certain countries may also result 
civil war which could Jeoparadise European securitY.While it is 
himiY improbable that in the coming decadefsJ maJor military 
conflicts will brake out in Europe,conflicts in the developing 
world with global and( within thisJEuropean implications may 
create imPOrtant problems for European securitY recviring 
common POlicies and actions. There could also be non-military 
challenges for the securitY of Europe:mass mifT'ation,envi­
ronmental disasters,massive violation of human rimts,maJor 
social problems in the East-etc. The further r:rofT'ess in the 
institutionalization of European System of Security and 
Cooperation will most probablY develoP towards the establishment 
of an European Political Council(which would be both a permanent 
negotiating body and an European SecuritY C'oUilciOseer::, to be 

· hifhly desirable after the dissulution of the . Warsaw Pact and 
taking in to account the changing functions of NATO. This 
institution could initiate and supervise the different European 
disarmament measures and monitor their imPiementation.It is a 
verY imPOrtant recvirement however, that the European Regional 
SecuritY System should not undermine the global security system 
of the United Nations. Just the OPPOsit it should be conceived 
taht lvaY in Europefand maybe later in other continentsJthat it 
should strengthen the efficiency of the U.N. in peace keeping as 
well as in other areas of global securitY. 

Regionalizationas it has been reflected also by the changes in 
Europe,including the reunification of Germany but also 
in other parts of the world is an imPOrtant sim and consecvence 
of the disintegration of the old world order. 

The increasing imPOrtance of regionalism may be reflected b.Y 
different trends and the proces has several dimensions.In 
economic terms it is a concentration of trade,direct investments 
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and other forms of capital flows, technological relations and 
mifT'ation within a region in comparison to interregional 
relations.It may mean the institutionalization of regional 
cooperation bY the establishment of regional POlitical and 
economic organizations,develoPIT/ent banks,supranational regional 
decision-making centers. The process may take place as a result of 
efforts of a POlitical and economic rower with decisive role in 
maJor areas of international relations, like Japan in the Pacific 
region or the U.S. in the American continent, or as the result of 
the intefT'ation processwhich is the European pattern. 

T!?e regionalization process may take different forms in the 
international system as different interests ma.v be attached 
to one or an other dimension of the process. 

Social sciences-in any case will have to devote much fl"Bater 
attention to the process in which new economic and reo-strategic 
regions are formed and to such cuestions how theY function in a 
system where at the same time other forces are present which 
promote fram~entation or globalization.Are there differences 
between regions which developed into an interdependent structure 
throufi'l long historical processes and between those which 
came into existence as the result of a deliberate process in the 
framework of which a fT'OUP of countries within a specific area 
established some form of cooperation for the achievement 
of certain goals or for performing some functions. 

The ideas about the establishment of deliberate regional • • · ·• ~· 
cooperation appeared of course not onl.v recently but many 
times in human history and they were serving a fT'eat variety of 
goals also in the the 2o-the century. Several factors and forces 
are SUPPOrting the process at this stage in the global POlitical 
and economic system. 

The fT'OWing imPOrtance of regionalism is a consecuence of the 
multiPOlarization process and the increasing diversity of 
problems, interests and values .Under those circumstances 
more intensive functional cooperation is evolving within the 
regions and it is easier· to coordinate POlicies and actions. 
The international problems which may result in disrotes,confron­
tations and armed conflits are almost exclusively of regional 
nature.It is a very imPOrtant recuirement,that those conflicts 
should be settled within the region and that they should not 
escalate into global hostilities. 

Regionalization may also be reflecting the efforts of certain 
more imPOrtant and strong regional rand global) PO~>'ers to 
strengthen their global competitive rosition by stimulating the 
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formation of different sPheres and blocks within the framework of 
which they have strong POsition and influence. The United States 
is desi9'1ing a free trade zone in North America. The Asian-Pacific 
region is also in the process of adJustment which may result 
nelv cooperation structure during the 1990-s.l-lhile develoPing 
countries are also stepping up efforts towards regional coopera­
tion in the later part of the l99o-s most probably three regio­
nal economic "fT'Olvth and cooperation centers'~the North American 
the European and the Asian-Pacific,will Play a key role in the 
global economy. Those economic g-oupings will not not be able to 
function as mutually exclusive and self sufficient "fortresses" 
in an -interdependent world,comected with global flows of 
capital, goods, technology and people and with such global 

""'""'!it'\~"·· . mstitutions as the transnational corPOrations !Vithout causing 
substantial damages to each other.ln the world of 
interdependence and · transnational institutions !Vhere the 
f:rinciples of reciprocity are extremelY imPOrtant in both 
Positive and negative sense,only liberal structures can 
facilitate and promote the smooth functioning of the system. 
There are of course imPOrtant dangers, that as the results of 
intensified global competition {which will not be mitigated in 
the future by the cold lvar block discipline) the regional 
economic zones will serve more as an instrument of common 
protectionism and that as the result of competition nelV 
coalitions may be formed at least in certain issues, 
f·a U.S.-Japanese coalition aroinst Europe or a 
il's.European coalition aroinst Japan etcJ if proper global 
institutional structures lvill not be able to cope ldth the 
harmonization of the regional g-ouPS in an interdependent 
.97otJ&i system. · 

Several other imPOrtant issues could be raised in connection 
with the future of regionalization. The homogenity of the above 
mentioned three regions is far from being the same.In the Asian­
Pacific region for examplebtcountries are extremely diverse in 
terms of economic development level and economic POtentials, there 
are imPOrtant systemic differences between them lvhich makes 
multilateral cooperation in securitY, in POlitical field and even 
in economic areas difficult and comPlicated to organise. The 
European space is also more diverse than its core, the European 
Communities{ which became also more heterogenous by its 
extension and bY the German reunification). 

The heterogenity of interests lvithin the regions reCl.lires r;reat 
flexibility and soPhisticated mechanism to facilitate the 
functioning even in those cases when the common institutions are 
of supranational character.It is also a crucial Qlestion from the 
POint of view of the functioning of the international system 
whether the relationshiP between the main gyJUPings and the 
countries which are outside of the blocks could be established 
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on the basis of eCfJ8lity or the stronger bargaining POSition of 
the economic [T'OUPings ~~m increase further global inevalities. 

Europe, where the modem nation state was bom, is serving as an 
imPOrtant and interesting example for the simultaneous presence 
of forces and interests of national fragnentation and 
regionalization. 

In that period of the European historY.~1hen the nation-states 
were formed,nationalism was associated with individual liberties 
and independence expressing the interests of the victorious 
burgeoisie and basically all the other social GT'OUPS which ~~ere 
liberated /5y the changes.National interests were defined more , 
in a· sYstemic way, against ·thf::··''oid ,--e;;;.~·lle. "Even than, li7 that' era 
much blood was shed in Europe for the rights and POssibilities to 
use officially the name of the nation the lanrvege the 
flag,citizenshiP and other s.YTTibols of national :ir/entitY and 
sovereir;nty.Later when nationalism became more organic and 
exclusionarY,national interests were increasingly 
defined against other nations. The expansionary,racist,militant, 
belliciose and totalitarian nationalism of the first half 
of the 20-the CenturY was the peak of that process and 
represented the last stage in the history of g-eat modem 
emPires. In the contemrorary world of increasing 
interdependence and transnationalization the strongest economic 
interests are. attached to structures beyond tha traditional 
nation state in the Western part of Europe which is an interral 
part of the global market system.In that s.vstem ownershiP 
pattems,production,markets,sourcing are increasingly 
international, the definition of national interests cannot be made., .. 
in the traditional waYS. .-
Even competition is· not any longer a zero sum game between 
nations.National POlicies which disregard the 1nterests of other 
countries and which want to force unilateral solutions to the 
global system are more harmful today in the era of globalization. 
This reality was not only recor;nized in Europe since the Second 
World War,but increasingly strong common "regional"interests 
were present 1n the 1nterration process beyond the often 
mentioned interests in "common protectionism" against the main 
competitors.But there has been an even more imPOrtant factor 
involved. The Communities were able to dP.velop common POlicies 
and such 1nstruments as price mechanisms, special funds etc. for 
the balancing of gains and losses and thus building more on 
the harmonised structure of diverse interests.Regional interests 
in an integ-ated international community imPlY shared values 
reciprocity and mutual resPOnsiveness not only from states(macro­
structuresJ but also from the maJoritY of the micro-actors of 
the region. This does not exclude the fact, that there are 
still imPOrtant rrouPS in the · member states interested in 
maintaining POlitical and economic frontiers,protecbng some of 
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the basic POlitical and economic Pillars of national 
sovereimtY. This is more than the efforts for the protection of 
cultural identity in an interrating continent. This diversitY of 
interests is reflected in the two main trends, in the two 
contrasting models of the European POlitical interration.One 
imPOrtant rrouP wants to strengthen the central institutions of 
the European Communities and faster prorress towards a unitary 
state of Europe. The other rroup is advocating increased European 
cooperation in a wide range of issues together with decentralised 
institutional structures which are sufficiently flexible to 
accornodate differences between the relative economic strength and 

_r;/QjTiestic interests of the member states including the role of 
their diverse democratic proced.Jres. This latter rroup has been 
emPhasizing the necessitY of benefiting simultaneously from 
the economic and monetary union and from allowing nations the 
freedom and OPPOrtunitY to exr::ress their identities." ... the 
architects of Europe-writes a columnist in the magazin "European" 
-should learn from the collaPSe of the Soviet Union and 
Yugoslavia, two federations mascverading as countries. Their recent 
history has shown that while nationalism can be suppressed for a 
time,it cannot be destroyed.Any attempt to imPOse a ri9id central 
government system will be resented and cause a revolt"(The 
European, 13-15 SeP.I991.P.8.J 

There is an other imPOrtant lesson of the European Experience. 
The existence of cornmon.re9ional intersts in the global system 
does not mean and does not reCJJire homorenitY within the area.It 
demands however strong transnational forces tt1e interests of 
1vhich cotrespand to the given pattern of regionahzation. 

The protection of the national identitY and sovereimtY is 
naturally stronger in the developing countries which lived 
under colonial rule for centuries and they are still in a 
hiifllY assimetrical POsition in an interdependent global 
system.For them national asPirations represent a strong factor 
in their domestic POlitics and for the POPUlation national 
identitY and sovereifT!tY is also an emotional issue. 

3./THE DISAPPEARING "THIRD WORLD"AND THE NEW NORTH-SOUTH DIVIDE. 

Any approach to a new global order when analysing the problems 
and imPlications of nationalism,regionalism or globalization has 
to take into account the special problems, interests and socio­
POlitical actors of the Part of the world which is identified as 
the South. This is the world of the r;reatest number of people and 
countries:large structures like India and China and mini and 
micro-states the number of which is still rrowing. 
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It is rand will be for some timeJa highly debated issue,how the 
nel\1 global situation has been and will be influencing the 
developing countries. The future path of those countries vdll have 
a maJor impact on global rolitics,economics and ecology 
since the maJoritY of humankind is living in Africa,Asia and 
Latin America in more than 73o countries. 

In the second half of the 20-th Centur.v, the decolonization and 
rise of the "Third World" had profound historical significance 
in the global POlitical and economic system.Such imrortant prob­
lems of those countries as commodity prices, terms of trade, the 
condition of availability and the volume of external 
financiai resources·, technology iinrorts and dependence, increasing 
globe I inequalities, internationa I ro larization, famine,POverty 
etc.became fundamental cuestions for the ~<'hole international 
communitY. 

National self determination and the formation of nations within 
the multi-ethnic states established in the process of POlitical 
decolonization will be a crucial issue of the POlitical future. 

The 7980-s as a decade for the vast maJoritY of the developing 
countries was the era of starnation.f1any disasters hit the 
countries and there had been a rapid marginalization with more 
than one billion people living in POverty, 

It is too early to Judge of .consecvences of the global POliti­
cal changes for the developing countries and it is hi[/lly probab­
le that the different Parts of the South will feel the impact ofc. 
the changes at a varYing wayJ'1ost of the discussions in the 
framewori: of the international organizations ~<'ere speculations or· 
economic calculations which wanted to "measure"the economic 
consequences of the changes in Central and Eastern Europe for the 
developing countries.According to those investigations 
on the level of the global POlitical and economic 
system there will be certainly adverse and favourable consequen­
ces of the changes for those countries. 

One of the first consecuences of the changes ma.v be the in the 
global system since the end of the late 7980-s, the 
"disappearance" of the"Third World" as a category from the 
vocabulary of international relations as the "East" in Europe 
wants to become increasingly a part of the "North" and in other 
parts of the world/ the Asian Socialist Countries for example/ 
had more common problems with the South. The diversification 
of the developing countries during the past decades cvestioned 
the relevance of the concept of a homogenous and unified 
"Third World" an.vwa.v. The 9"adual calming and elimination of 
certain crisis centers troug/7 POlitical solution has been the 
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other,more meaningful consecvence of the fading cold war period 
for the develoPing world.Namibia gained independence, the 1~ar 
between Iraq and Iran ended,there has been a POlitical settlement 
in Nicarag_1a, the Soviet troops left Afganistan, the independence 
of Kuwait has been restored,imrortant stePS have been taken 
to1vards a POlitical settlement in Cambodia and in Angola. 
The developing world however is still far from being trancvil and 
it is full of old and new sources of instability.Political 
tension and armed conflicts in the developing world will 
have [Teater simificance in the past Cold War world from 
the POint of view of global stabilitY. The role of surorrowers in 
instigating or cooling down those conflicts will become 

'mcire limited. The Gulf war has been considered by many observers 
as a pattern for typical future conflict in the South. 
The settlement of those conflicts will recvire the full and 
aCtive cooperation most probably of the countries in the 
mven region. The POliferation of weaPOns for mass destruction 
lvill represent a much [Teater danger in this circumstances. 
To prevent the roliferation of nuclear,chemical,biological 
and conventional weaPOns will become an imPOrtant task deman­
ding regional and global afJ"eements and institutional arranre.,­
ments. 

After the decades of POlitical decolonization which took place in 
different forms,from the fidlting for national liberation 
to various afreements and compromise, North-South relations were 
influenced mainly by economic problems and conflicting economic 
interests.In the new global environment of the 1990-s, in the POSt 
C.oki !/ar 1->eriod c/7aractehsed bY multirolarization, 

. regionalization and global interdependence POlitical and 
ecological issues !vill become increasingly sii;nificant be.vond and 
together with the economic problems. 

One of the ver.v concrete POlitical and at the same time economic 
issues has been formulated by many develoPing coutries about 
the changes in Central and Eastern Europe:will those changes 
and their implications for the international demand of capital 
and better access to the markets of the l.Jest than before 
adversly influence the POsition of the develoPing countries or 
not?There is no unanimity in Judging the consecvences. 
The U.N.Committee for DeveloPment Plaming in its 1991 rerort 
emPhasised OPPOrtunities as !vell as problems. The OPPOrtunities 
for more trade, international assistance etc. will be materialised 
in the future if the reforms and changes, will be succesful. The 
difficulties as a result of the changes in Central and Eastern 
Europe and in the USSR 1vere the fJ"eatest for those countries 
which depended very heavily from them:Cuba,North Korea,Ethiopia, 
Nongolia, Vietnam etc. The slo!vdown and decline in the economic 
rrowth in Central and Eastern Europe resulted not only decline 
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in development assistance from those countries but also in the 
PUrchases of ra~<' materials, industrial consumer goods. 
For certain develoPing countries stiffer competition for caPital 
and for markets will also be a "tanm'ble"result of the changes. 
The diminishing Cold War factor from international relations and. 
the future of the disarmament process and its consecvences for 
the military sector in the develoPing countries will reduce the 
"Third World dimension" of the global P0~<1er games. The future of 
the disarmament process in the developing world is very much an 
open issue at this stage. The Japanese government has been 
contemplating an imrortant anti-arms trade move. 
the condition of' "demilitarization"in comection with its 
intemstior.c:.? asc:H:ance prog-oam. T;7is approach maY. become a 
ne~<' element in the relatins of the rost Cold War system. 

The economic changes and the· rolitical maturity of the 
developing countries 1vill result in searching ne~<' rem'onal and 
global ag-oeements with the developed countries in the main issues 
of the global economY. The developing countries in their efforts 
for achieving compromises gave up some of the unrealistic demands 
of the 1970-s for the establishment of a new intemational 
economic order and made imPOrtant adJustment in their domestic 
economy. This however was only partially matched by measures in 
the developed countries.Him interest rates on the g-oowing 
interational debt,declining foreim investments and development 
finance, the net outflow of financial resources, deteriorating 
terms of trade and protectionism agg-oevated their problems and 
made the 1980-s "the lost decade" for the maJoritY of the deve­
loping countries. The disparity between the developed and 
developing world will increase further during the 1990-s in the · · 
environment of sharr->ening global competition in which science and. · 
technology will play an increasing,often determining role. 

As the deteriorating economic conditions in the developing 
countries are undermining not only their own rolitical and social 
stabilitY but rose threats for the ~<1hole world it is a univer:c::al 
interest to achieve prog-oess in some of the maJor,pressing 
issues of debt, trade and devejopment finance .It is the United 
Nations system which should take the initiative and provide a 
comr:rehensive framework for a new round of global negotiations. 
The globalization process and the improvment in the efficiency 
of global cooperation is therefore an issue of fundamental 
interests for the developing countries. There are of course 
regional cooperation organizations which exist and function in 
every continent and almost all develoPing country belong into at 
least one of them.Regionalism however did not and could not 
result so far meaningful and efficient cooperation between them. 
This does not mean of course that in the coming decades regional 
cooperation will not become a very useful factor of economic 
wo~<'th in the developing countries. This may take several forms 
including the establishment of more structured coopration than 
the Lame arreements wit!? Europe. wit!/ Not•t/; Amer·ica or· cklP&n. 
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4./WILL THERE BE .A DIVIDEMJ OF PEACE AMJ FOR WHON? 

Any approach to the establishment of a new global order must 
give priorities to the problems of the global militarization as 
many fundamental issues of the future global order and global · 
cooperation are connected with the perspectives of the 
disarmament process. 

The issues· which are discussed in this paper about nationalism, 
r;egionalism and globalism are also closely comected with the 
fdture approaches to security on the above three level.If the 
main actors of international life will be continuing the concent­
rCJtion on the military instruments of national securitY and in 
the develoPing world the armies will still be as imPOrtant 
symbols of national independence and instrument of POlicies as 
in the past it lvill be imPOssible to establish the new global 
order.As the matter of the fact. the key issue from the POint of 
vielv of the character of the changes will be the attitude of the 
world,of the regions and of the .nations to the use of force in 
international issues and hence the future of the arms race. 

There are imPOrtant.promising sifTIS of the changes:the U.S.­
Soviet ag-oeement on START,the declaration of China about the 
adherence to the non-proliferation treaty, the shrinking defense 
exPenditures in the main industrial countries,etc. 

In-sPite of the fact, that imrortant ag-oeements have been 
concluded between the United States and the Soviet Union in 
arms control and disarmament and that those ag-oeements represent 
prog-oess unprecedented in their relations since 1945,the nuclear 
arsenal of the two POivers still a global danger and 
the number of POtential nuclear POio/ers is still increasing. 
The arms race in the world is still going on. The Gulf war · 
was an imPOrtant showcase for the cualitative aspects of the 
arms race in high technology conventional weaPOns and for its 
spread in the developing world and the dangers of POtential nuc­
lear caPabilities in the world. The establishment of a new 
peaceful lvorld cannot be achieved tvithout liberating hLUTiankind 
from the threats of the mass accumulation of weaPOnsJrom the 
POwerful arms lobbies,militar.v-industrial complexes and gigantic 
armies.A new multiPOlar world lvithout maJor stePS in global 
disarmament could become increasingly dangerous in the future. 
The economic dimension of the disarmament is • also .a very 
imPOrtant issue and a fundamental condition for the solution · 
of many social and economic problems in both the developed and 
develoPing 1vorld. The economic dimension of disarmament includes 
the limitation,control and prohibition of the international 
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trade in arms, the de-militarization of the national economies 
and the national and international redistribution of the 
''peace dividend".De-militarization of the national economies 
implies not only demobilization, the conversion of the defense 
industries and research institutions for non-military use but in 
a t.1BY it changes the functioning of the 1\tlole economy in 
countries h1ith large military sectors and machinery.lt has a 
certain effect on income distribution and redistribution both 
betvieen differerrl: TQLJPS of the rov·?sthn and regions i'7 the 
countries. The conversion process does not and cannot result 
automatically peace dividends but it may cause imPOrtant 
temPOrary economic and social problems if it is not properly 
Planned and managed. 

It is even more indispensable to reach international agreements 
betvieen the countries to ensure,that a part of the the POtential 
peace dividend should be available for development financing. 
A 11 the countries htlich spent a large part of their resources 
for military PUrPOses have many domestic problems to solve 
vihich may be more imPOrtant for the POlitical leaders of the 
countries than the international redistribution even a Part of 
the actual peace dividend. 

5./GDVERNANCE,SECURITY AND PEACE. 

The search for a new world ordeJ' of peace and Justice, the one· .. --
- ht/;'ch advances human ri9hts and provides the condition-- of 

economic progress for the vast maJority on the globe has never 
been more hopeful in the past half a century as it is today 
at the same time the problems,difficulties and roadblocks 
are clearly indicating the necessity of much greater concerted 
efforts by all countries and especiallY b.v those vihich have a 
maJor influence on the disarmament process,world trade,capital 
markets and htlich have the largest concentration of human and 
material resources. The road towards a new world order will be 
hard and long even in an optimal global environment. 

The capacity of the international organizations in the Past to 
develop efficient cooperation for the solution of the maJor 
problems of humankind was seriously limited and many efforts t.'ere 
blocked by the Cold War factor. The North-South dimension of con­
flicting interests made the gap between the needs and the 
POssibilities larger during the decades. 

The viorld of the 1990-s and beyond is and will be an extremely 
complex structure.Net.' problems,unprecedented in human history 



21. 

will have to be dealt with as a consecvence of demofT'aPhic 
changes. The most direct implications of the increasing POPUlation 
and global economic development t!lill be on the ecological system. 
The global crisis of the ecosystem demands fast and far reaching 
changes in the functioning of the global economy. · 

t!ultiPOlarit.Y means new concentrations of POwer and interests. The 
changes in the relations between the global and regional POt!lers 
may become the sources of new,conflicting or cooperating 
structures. · 

~~·than 179 countries,old . and new forces of ethnic conflicts, 
nationalism,diversity and fragnentation_remonal and subregional 
@UPS of different strength increasing globalization of 
science, technology,capital, transnational firms and other 
institutions on micro and macro level.new actors and. 
relationshiPS will have to coexsist on the finite 
Planet.Net!l global problems will have to be managed and solved. 
There camot be any new order in this global environment without 
a system of £reater security which recvires common institutional 
ruarantees for the peaceful solution of international debates. 
against afT'essors, against the massive violation of human ri97ts. 
Such a s:;stem implies net•' obligations for r;reater reliability, 
predictabilitY and accountibilitY in the world of increasing 
uncertainity and unpredictability.An.Y net!/ POlitical thinking 
about measures recvired in the coming years must give priority 
to the actions for strengthening global security and the institu­
tional caPai::itY for global risk mana~ent. 

As t!le have seen the global changes did not result so far net" 
global structure of interests so that the traditional national 
interests are still very strong and in certain areas they became 
the sources of conflicts and civil war.In some areas they 
have been reformulated,supplemented or supersided by regional or 
global interest and values t!lhich are strong enour;:/1 to stimulate 
changes in the attitude of the countries and in the functioning 
of the international system. The international system became more 
complex t!lith imPOrtant n{Jt!l sources of uncertainities. There are a 
few issues -the answer to . · ·. which will be very 
imPOrtant in shaping the future: 
-what are the bestroPtimalJ national POlicies and behaviours 
Jo.thich may result g-eater security and tvhich POlicies and 
behaviours are resulting confrontation_hostility and increasing 
r::roblems and tensions. 
-how resPOnsibility and accountibilitY could be increased in the 
future international system. 
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-is it rossible to reform the present system of international 
organizations for the governance of the evolving world or 
fundamental changes are required to combine and coordinate global 
and regional structures, 
-!,,hat should be the priority areas for those changes around which 
an action oriented global concensus could be achieved, 
-how should the evolving global institutional system function in 
order to cope vlith the realities &'Id become more relevant from 
the roint of view of the ,:rob/ems. 

whiie it is easier to def(:;e DF e;nc:' to giv:: concret-s exPression 
to national and even to regional interests in the POlicies of 
governments and in cases of their regional cooperation 
institutions,global interests represent a category which is much 
more difficult to identify and translate into national or inter­
national actions It is of course true, that at the last stage of 
the 20-th Century,maJor changes took Place in the 
hierarchy of interests and values as the result of the dangers of 
nuclear war and global ecological catastroPhY, the drug ,:rob/em 
and other global dangers and concerns which go much beYond the 
concerns formulated in the earlier part of this Century. 
The very survival of humankind became endangered.In the more re-
cent history one could find examples for 
cooperation in a multilateral framework between different 
countries of the vlorld(beyond the military alliencesJat a scale 
recuired bY the issue, when the interests were strong, the ,:rob/ems 
were global and endangered the maJoritY of the POPUlation. This for e.>'.Q..""F'" 
was the common struggle against the maJor ePidemfcs which 
decimated the world POPUlation in the earlier parts of histor.v. 

On the basis of the different global ,:rob/ems of the late 2o-th 
Century,general human interests could be identified in 
survival, in the protection of the ecological s.vstem and in 
avoiding military,economic and ecological crisises which could 
Jeoparadise the future of humankind.It has become also 
increasingly evident, that the maJor POk'ers bear special 
resPOnsibilities since their actions influence more the 
functioning of the world POlitical and economic system and their 
role is also fl'Y3ater in the progress of the international 
organizations.At the early part of the 199o-s 
in the rost Cold War system, the maJor global rowers have been 
taking some very imrortant steps tOk'ards the strengthening of 
global cooperation and common securitY. There is less 
international discord and tension in the system. The progress in 
disarmarT/f':nt and the fast decrease of military confrontation in 
all continents but especially in Europe has given a strong 
impetus to the further improvement of international relations. 

L,_ _______________________________________ _ 
-----------· ~ 
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There has been a maJor advancement in human rights as the result 
of the changes in the Soviet Union,Central and Eastern Europe 
and in other Parts of the world, including South Africa.· - . . ., ' 

The global summit for children in September 1!:1So 
rePresented a new apr::roach to global social issues. There are good 
chances, that the global summit on environment in 1992 will bring 
meaningful results in the r::rotection _of. the global eco-system. 
Those and other changes will not rove the road automatically 
~iJr·'the mitigation of the deep socio-economic ineCLJalities. 
The eradication of roverty,hunrer, illiteracy, the imProvement of 
the heaW condition,housing and other global "diseases" recvires 
fUrther concerted actions and stronger,more efficient framework 
for international cooperation. This is a him time to address the 
issues of the system of international cooperation because both 
the new needs and the new POSsibilities are there in spite of 
maJor roadblocks in the diversity of interests, values and 
attitudes on national and regional level. 

6./TOlo/ARDS A NEW GLOBAL POLITICAL CONCENSUS IN THE WORLD OF 
DISORDER. 

Tfle POlitical concensus tvhich may be emerging bettveen the main 
actors of international life, that the system of the United 
Nations st1ould be the main global institutional sb'Ucturc of ti':t' · 
new order. The system however will have to be harmonised tvith the 
realities and needs of the late 2o-the Century and beyond:with 
the increasing globalization, interdependence,multirolarization, 
regionalization and heterogenity of the international societY. 
Such imrortant economic rowers as Japan,GermanY will have to 
share r;reater resPOnsibilities by institutionalizing their 
r;reater role in the system.Other imPOrtant regional POwers 
will have to be recomizes also as maJor actors. 

The reform of the United Nations system cannot be confined to 
technicalities,such as better coortination or the role and 
comPOsition of the secretariats.Such lofty ideas as democracy, 
human ri9hts,freedom,self determination of people,national inde­
pendence,peace,r::rosperity and social well being,which were the 
ideal manifestation of the rost 1945 world order will have to 
receive new ruarantees and will have to be translated into new 
POlicy measures.Such issues for example as full employment or the 
"freedom from fear or tvant" formulated by President Roosevelt in 
1941 recvire cvalitatively new apr::roach internationally and 
tvithin the countries in a tvorld tvhere tvithin a decade several 
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hundred million new Jobs have to be found for those .Young people 
viho enter into the working are, in an era k'hen the new technology 
has an unprecedented labour saving POtential. The eradication of 
POverty camot be undertaken onl.Y b.Y internal rolic.Y measures in 
an interdependent world econom.Y,Ivhich is increasingly POlarising 
the countries.It is necessarY to find greater convergence betk'een 
the universallY shared values,rolicies and the means for their 
achievement.All those and other tasks require a better 
conceptualization of the present and future international life 
and its implications for the functioning of the international 
s.Ystem. The internationalization of the states and the 
relationshiP between national an · inti~rnauc.na7 .'JOlic.v 
1'nstruments, the consequences of the greater mobilit.x of people 
as students,workers,scholars,economic refugees etc must be for 
example better understood among other, equally imPOrtant issues. 
The institutional reforms will have to deal with the relations 
between the World Bank,If1F and the different U.N. specialized 
agenciesrthe system of which lvill have to reformed). 
All the global agencies dealing with economic and social problems 
could exist and work together under a new ECOSOC which ma.Y 
become -as it has been advocated b.Y some expert-a global economic 
and social security council,coordinating also regional and global 
institutions. The global hierarchical multiPOlar system resulted 
certain centers of decision making fdth the partiC1Pation of the 
maJor economic rowers which also Pla.Y a fundamental role in the 
global POlitical system. The "Group of Seven'; the summits of the 
maJor rowers are functioning outside the system of the United 
Nab'ons, their decisions at the same time 1'nfluence the POlicies· .. 
of the maJor countries within the United Nations system and 
the functiom'ng of the World Orga.r?ization. This form of "global 
governance" is often criticised b.Y other countries,as 
unacceptablee and ineffectice. (See for example the document 
"Common ResPOnsibility'; the Stockholm Initiative on Global 
Security and Governance,April 22, 1991. The Prime f'1inisters Office, 
Stockholm, 199Uit is however an imrortant realitY. 

The necessity of acting on the basis of global norms in a s.Ystem 
which clearly defines rimts and obligations of nations is also 
emPhasised b.Y the authors of the above document. "The norms must 
gradually acquire the status of law. The world therefore also 
needs a system of sancUons to deal with those situaUons when a 
countr.Y, for whatever reasons chooses not to comPlY with the order 
it has a[reed uron. "IP.56.1 
All those changes recvire a new concept of sovereimt.Y. The 
POlitical transition to such a new order seems to be not only 
difficult for the r;reater rowers but also for the small countries 
1'n the global system. The larger countries k1hich could directly 
influence their international environment b.Y their military 

··"" 
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POlitical or economic rower, 1vill have to understand the im­
POrtance of giving UP "unilateralism" as rolicy instrument. For 
the smaller countries for whom sovereimty beyond its symbolic 
imPOrtance ~>1as an instrument of protection imrortant 
international sageguards are needed.At the same time theY have 
to become more flexible and capable of faster adjustments . 

. In the global system of international organizations:it will be 
necessary to recomize the fact that the scope and propensity of 
cooperation may freatly differ in the various regimes on global 
and also on regional level in many issues.A desim for the · 
organizational structure in the global system must be extremely 

"f7'Eixible at the same time sufficiently coordinated and harmonised 
ifrall its major functions. 
' 

A" leading American expert of global intergovernmental cooperation 
d~fined those functions of international governance in the 
following overlaPPing categories: 
information creation and exchange;forrnulation and promulgation of 
principles and promoting consesual knowledge affecting the 
general internatioinal order,regional orders and particular 
issues on the international agenda; 
good offices,conciliationmediation and comPUlsory resolution of 
disrotes; 
rfigime formation tending and execution; . 
adoption of codes and regulations;allocation of material and 
PrOfram resources;provision of technical assistance 
and development Pf'Oframs;relief,humanitarian_emergency and 
disaster activiUes;peaca Bi7d o,~dE:i' .mf.ritenance. ''Finkelstein:Whet 
is International Governance".Paper,l:resented at the annual 
convention of ISA. Vancouver,21 f1arch, 1991. 

One could of course expand the above areas and add a couple of 
task,but I think, that the essence of global governance 1vere 
included in the above definition. 

. The cultural,ethnic,rolitical and economic diversity of the world 
together lvith strong forces and factors of globalization 
indicate, that a strait- jacket of uniformitY under the direction 
of a rowerful "world authority" cannot be the essence of global 
governance in the emerging new order. This would contradict to the 
global realities and ~>•ould be condemned to failure from the very 
beginning, The IVhole system must be however modernised, its 
structure uroated, its operational,managerial efficiency improved. 
The mandate of certain bodies, like the SecuritY Council must be 
broadened taking into account the rotential role of the World 
Organization in the future conflicts and their resolution. 
RelationshiP between intergovernmental organizations and b'?e 
''non state"actors of international life will have to become 



26. 

more organic as the role of the new actors. is increasing and 
their international interconnectedness represent an imPOrtant 
factor especiallY ·in such issues as human riiflts,env?ronment, 
the POsition of v.'omen,science ar-,d technology, 

The world of the 1990-s and be.vond needs more efficient 
international organizations of global,regional or subregiona7 
nature. Their succesfu7 functioning is a IT/8Jor precondition of 
a more harmonious and equitable global order. 

It would be a h/storic:-&7 m:·stake ,..,,.,t f.·,; iive t-lith t!Je present 
OPPOrtunit.v,unPrecedented since the Second 1./orld t.lar for tile 
restructuring and strengthening the system of international 
or9Bnizations b.Y im.o7ementing maJor reforms and changes. 
This could be done in the framet~,ork of a global ''package 
deal"connected tvith the 5o-th ann.wersary of San Francisco. 
Gradual "incrementa/ism" may be more attractive to others since 
it is easiet' to awee in limited issues and on that basis secure 
further r:rog-ess. · 

A special issue of the Jouma7'1ntemational Organization"on the 
occasion of the 20-th anniversary of the U.N. (Summer l965J 
in its concluding article stated"We cannot be unconditionallY 
certain that the United Nations has a future.We can onl.Y assert 
that there is a clear need for the Orgamzation ... that appears to 
be renera71.v recognized. "Since than the U.N. lived throu9h 21 

. difficult .vears. Today it seems to be safer to proJect the 
the. future of global governance into the 199o-s and the next 
Century and within its framework the future of the United 
Alations. Tile neh' global concensus is much stronger in acceptJ'ng 
the neh' needs and the main directions of future actions toh,ards 
a more secure h10r1d than it h'BS 25-30 .Years aoo.It is also 
evident that the tasks are not easier and the h'orld is sti77 far 
from being able to harmonise the diverging interests and ooals 
of the nations and other imPOrtant actors for the level of 
cooperation which h'OU7d permit the creation of a real global 
community of nations sharing the unifjersa7 values and interests 
of humanhnd. 
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