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Quinta-feira 7 de Novembro

10.30h  Scssio de abertura
Eugénio Ramos, Secretdrio de Estndo da Defesa
Michel Vauzelle, Presidente da Comissiio de Polftica Externa da Assembleia Naociona! Francesa
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Thursday November 7th

10.30h  Opening session
Eugénio Ramos, Secretary of State for Delence
Michel Vauzelle, Chairman, Parlinmentary Defence Committee, France
Jorge Sampaio, Mayor of Lisbon
José Calvet de Magalhdes, [EEI Chairman

14.30h  SESSION1 POLITICAL UNION AND THE EUROPEAN EQUILIBRIUM.
FOREIGN AND SECURITY POLICY OPTIONS
Chairntan: Alvaro de Vasconcelos (IEEL Portugal) - Speaker: Gianni Bonvicini (IAL Italy)
Comments: Joris . C. Voorhoeve (Clingendacl, Nethetlands)

16.30h SESSION Il REGIONAL INTEGRATION PROCESSES
AND THE DEBATE ON THE NEW INTERNATIONAL ORDER
Charrman: José Maneel Durdo Barroso (Portugnl) - Speaker: Hélio Jaguaribe (LEPS, Brozil}
Comments: Armando A. de Costro {ISEG, Portugal)

WHAT ROLE FOR REGIONAL AND INTERNATIONAL COOPERATION
IN CONFLICT RESQLUTION?

Speaker: Ali Karaosmanoplu (DPE, Turkey)

Coniments: Predrag Simié ([IPE, Yugoslavia)

20.30h Dinner offered by the Lisbon City Council at Montes Claros

"Friday November 8th

5.30h SESSION (11 THE UNITED STATES AND THE SOVIET UNION
IN THE NEW EUROPEAN ARCHITECTURE
Chairman; Adrinno Moreira (ISCSP, Porugal)
Speakers: Simon Serfaty (SAIS, United States), Oleg N, Bykov (IMEMO, Soviet Union)
Comments: Helmui Hubel (FDGAP, Germany), Yannis Valinakis (ELIAMEP, Greece)

1430h  SESSION IV FURTHER ENLARGEMENTS OF THE EUROPEAN COMMUNITY.
POLITICAL AND INSTITUTIONAL ISSUES ,/’_
Chairman: Jost Colvet de Magathiics - Speaters: Jaime Gama (IEEL Portugal), Dominique Moisi (IFRI, France)
Comments: Olav F. Knudsen (NUPI, Norway)

17.00h  SESSION ¥V THE CONCEPT OF NEUTRALITY IN A NEW EUROPE
Chairmman: José Medeiros Ferreira (Porugal)
Speakers; Hanspeter Neuhold (AILA, Austria), Bo Huldh (SIFA, Sweden)
Conmmenis: Jinos Maws (HIA, Hungary), Guilherme d'Qliveira Martins {Poruwigal)

Saturday November 9th

930h SESSION VI THE EURQPEAN POLICIES OF EASTERN AND CENTRAL EUROPEAN COUNTRIES
Chairmran: Vitor Constiincio (Poriugal)
Speakers; Jirf Valenta {1IR, Czechoslovnkia), Maciej Perczyfiski (PISM, Poland})
Comments; Mexandru Fargag (ADIRT, Romania), Liszlé Ling (CERC, Hungury)

1L.30h  Closing session
Joio de Deus Pinheiro, Portuguese Forcign Minisier . . '
Alvaro de Vasconcelos, IEEI Direcior



A IX Conferéncia Internacional de Lisboa tem o alto patrocinio da Cimara Municipal
de Lisboa, e o apoio do Ministério da Defesa Nacional e do Gabinete de Informagio e
Imprensa da NATO. Agradecemos igualmente a colaboragio do Ministério dos Negécios
Estrangeiros e da Marinha portuguesa.

Fundado em 1980, o Instituto de Estudos.Estratégicos e
Internacionais ¢ uma organizagio independente, declarada
de utilidade publica, que tem por principais finalidades
promover a investigagdo e contribuir para o debate em
questdes de politica internacional, defesa e seguranga.
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12 GEN 199"elnstitute foq Strategic and International Studies (IEEI),

tounded-in-1984, is a nonprofit, independent organization,

B d Lloaﬁsfgp@ﬁa pravide research and information and foster

debate on.insesahtional affairs, defence and security matters.

The organization of the International Lisbon Conference is one of the IEET's regular
activities. The present Ninth Conference, held under the high patronage of the Mayor
of Lisbon, is sponsored by the Portuguese Defence Ministry and NATO’s Information
and Press Office. Special thanks are also due to the Ministry for Foreign Affairs and to
the Portuguese Navy.




©

.

. ) ; f - A .
[EE] INSTITUTO DE ESTUDOS ESTRATEGICOS E INTERNACIONALS

# 13th Conference of Directors and Representatives of Institutes =

* 9th International Lisbon Conference *

EURCPE IN A CHANGING WORLD
November 7th-9th. 1961

4

REPRESENTANTIVES OF INSTITUTES AND SPEARERS

_AUSTRIA

Hanspeter Neuhold

Directer

Austrian Institute for International Affairs

BELGIUM

Tony Hollants van Loocke

Director

Institut Roval des Relations Internationales

Miss Bockstaele
Institut Roval des Relations Internationales

Jacques Vandamme
Chairman
Trans Buropean Policy Studies Association (TEPSA)

BRAZIL L
Hélio Jaguaribe de Mattos

Dean

instituto de Estudos Politicos e Sociais. Rio de -Janeiro

CZECHOSLOVARIA

Jiri Valenta

Pirector

Institute of International Relatiouns

DENMARK
Klaus Carsten Pedersen
Director
Foreign Policy Societv

Christian Thune
Chairman
Danish Institute of International Studies

Larzo de 5. SebasciZo, 8 - Pago do Lumizr + 1660 Lisboa - Porugal
Teb 3500 {1 798700 - 7982705 - 7592161 - Fax 3511 {11 7593983



-

ESTONTIA
vart Tarmak
Estonian Institute of International Affairs

FINLAND

Tavani Vaahtoranta

Director

The Finnish Institute of International Affairs

FRANCE
Michel Vauzelle
Chairman. Parliamentary Foreign Affairs Committee

Dominique Moisi
Associate Director .
Institut Francais des Relations Internationales

GERMANY
Helmut Hubel
Senior Research Fellow

Forschungsinstitut der Deutschen Gesellschaft fur Auswartige Polltlk

GREECE
Yannis Valinakis
Hellenic Foundation for Defense and Foreign Policy (ELIAMEP)

HUNGARY

Janos Matus

Senior Research Fellow

Hungarvian Inscitute of International Affairs

Liszlo Lang
Director
Central European Research Center

IRELAND

Ronan Fanning

Irish National Committee for the Study of Internatlonal Affairs,
Roval Irish Academv

ITALY

Gianni Bonvicini

Director

Istituto Affari Internazionali

LUXEMBOURG
Armand Clesse ‘ -
Institute for European and International Studies

NETHERLANDS

Joris J.C. Voorhoeve

Director

Netherlands Institute for Internaticnal Relations (Clingendael)



NORWAY
Olav F. Knudsen

Director

Norwegian Institute of Internatiocnal Affairs (NUPI)

POLAND
Maciej Perczviski
Chairman

Polish Institute of International Affairs (PISM)

Antoni Kaminski
Director

Pslish Institute of International Affairs (PISM)

PORTUGAL
Eugénio Ramos
Secretarv of State for Defence

&

Jorge Sampaio
Mavor of Lisbon

Ambassador José Calvet de Magalhdes

Chairman

Institute for Strategic and International Studies (IEEI)

Alvaro de Vasconcelos
Director

Institute for Strategic and International Studies (IEEI)

José Manuel Durdo Barroso
Secretary of State for Foreien

Armando Antunes de Castro
Instituto Superior de Economia

Adriano Moreira
Director
Instituto Superior de Ciéncias

Jaime Gama
Member of Parliament
Member of the Presidencv. IEEZ

José Medeiros Ferreira
Universidade Nova de Lisboa

Guilherme d'Oliveira Martins
Member of Parliament

Victor Consténcio
Bank of Portugal

Jodon de Deus Pinheiro
Foreien Minister

Affairs

e Gestdo

Sociais e Politicas




~_ROMANTA

Alexandru Far&as
Director
dssociation for International Law and International Affairs

SPAIN
Alejandro Lorca
Fundacidn Ortega v Gasset

SWEDEN

Bo Huldt

Director

Swedish Institute of Foreign Affairs

Christer Séderlund
Deputy Director
Swedish Institute of Foreign Affairs

£

TURREY

Ali Faraosmanoglu

Chairman. Department of International Relations
Foreign Policy Institute

UNITED STATES

Simon Serfaty

School of Advanced Internmational Studies
The Johns Hookins University

USSR

Oleg Nikolaevitch Byvkov

Deputy Director

The Institute of World Economy and International Relations (IMEMO)

YUGOSLAVIA

" 4
" Predrag Simic

Director
Institut de Politique et d'Economie Internationales



1

Pl ISTITUTO AFFARI
18! {NTEINAZIONALL - ROMA

i’ oinv. MW38o
1.2 GEN. 1895

B-8LICTECA




INSTITUTO DE ESTUDOS ESTATEGICOS E INTERNACIONAIS
INSTITUTE FOR STRATEGIC AND INTERNATIONAL STUDIES

IX CONFERENCIA INTERNACIONAL DE LISBOA |
132 CONFERENCIA DE DIRECTORES E REPRESENTANTES DE INSTITUTOS

OQUE FUTURO PARA A EUROPAT

<

STH INTERNATIONAL LISBON CONFERENCE
13TH CONFERENCE OF DIRECTORS AND REPRESENTATIVES OF INSTITUTES

EUROPE IN A CHANGING WORLD

THE NEW WORLD CONDITIONS AND MERCOSUL

Prof. Hélio Jaguaribe

Lisboa. 7-9 de Novembro de 1991



THE NEW WGRLD CONDITIONS AND MFRCOSUL
Helio Jaguaribe

Institute for Political and Sccial Studies

I. PRESENT CHARACTERISTICS

The world system resulting from the second world war has
been submitted to profound changes in the course of the last de-
cades and, particularly, since the last three years.

There is, prcobably, a wide consensus, among the students of

the subject, concerning the fact that five major traits - some
coming. from preceding periods, some very recent - characterize
the world today; (1) the collapse of world communism, (2) the

emergence of post-industrial societies, (3) the formation of me-
ga-markets, (4) the aggravation of the North-South gap and (5)
the lack of rational management for major collective interests
of mankind.

The collapse of communism

From a strategic point of view the most important world
event, in the last decades, has been]thé:collapse of internation
al communism, resulting, more.immediatély,'from Gorbachev's re-
forms, since the second half of the 805 and,atadeeper level,from
the long crisis of the regime in the Soviet Union and in Eastern
Europe. The communist experiment had been able, if at an intole-
rable human price, to convert, from the Russian Revolution to
the second world war, an agrarian society into as industrial one
and, since the Soviet first atomic bomb, in 1948 and the success
ful launching of Sputnik, in 1957, to bring the Soviet Union to
strategic parity with the United States.

Gorbachev's reforms, with their innumerable implications,
were essentialy determined by the acknowledgment, by the new

leaders of the country, that the regime had exhausted,since the
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days of Khrushchev, in the 60S, and irreparably,since the 805, its
potentialities and its legitimacy.Notwithstanding its successes
in building a large heavy industry and one of the two more power-
full military .machines in the world,the burocratic and totalita-
rian system proved unable to create the necessary incentives for
most activities. A growing gap was separating the military appa-
ratus from its social and economic supporting bases,rendering in-
creasingly less possible the sustainment of that apparatus. Gor-
bachev's reforms were a late enlightened attempt to prevent the
complete colapse of the economy and the desintegration of Soviet
society, using the last material and institutional resources of
the country for its profouﬁd reorganization in the direction of

a modern social democracy.

The frustration of the coup managed by the "band of eight",in
August 1991, produced the final collapse of the important resi-
dual elements of the Soviet coercitive system that had survived
Gorbachev's reforms. The Soviet president was restored to  his
post, after three agonizing days. In exchange, however, the power
ful centrifugal forces compressed inside the Union, once 1libera-
ted from their former constraints, imploded the system. Only 10,
of the 15 Republics, have accepted to sign a new version of the
Union pact. That version,however, is an extremely loose one, de-
pending, for the definition of the relationships between the Re-
publics and the Union, on further negbtiationsﬂ The Soviet Union
became a vague entity, whose actual shape is still to be defined.
vary probably, it will present different levels of asscciation
between the Republics and the Union, from loose federation to
simple‘agreements for economic cooperation.The Republic of Russia,
in a way or another, tends to become the actual inheritor of
the former USRR.

Non-European communism

Even a suécint reference to the collapse of world communism
requires a briéf clarification concerning the situation of non-
European communist countries. While the desintegration of the
communist model, in Europe, affected its validity throughout the
world, the situation of communist regimes, outside Europe,is ve-

ry different, according to whether we consider, at one extreme,



the Cuban case and, at the other, the Chinese model.

In Cuba, as well as in North Korea, we have the case of re-
gimes surving by the sheer strength and obstinacy of their lea-

ders. It is very difficult to suppose such survival can be long.

In China we have quite a different situation.Communism was
used as a motivational force and an institutional machinery to
put into motion the most extraordinary experiment of our time
for overcoming underdevelopment. From chronic famine,social des-
titution and total lack of rural education, the Chinese experi-
ment has been able, in few decades, to provide food,shelter, em-
ployment, education, public sanitation, health care an legal
protection, to 1.2 billion people, that is, about a quarter of

mankind.

Under the leadership of Deng Xiaoping Chinese communism be-
came, for all practical purpPoses, an enlightened developmental
authoritarianism. A contemporary Aand Chinese equivalent of the
enlightened authoritarianismof the 18th century. As any regime, in
general, and all authoritarian regimes, in particular, the re-
cent Chinese model has many defects. In the Chinese conditions,
however, only such enlightened authoritarianism would be able,
from the level of development already achieved by the first pha-
se of the regime, to move it, as it is being successfully done,
to the gradual institution of a market economy. It is the main-
tenance of that authoritarianism that has prevented China from
suffering the disruptions that have so,severeiy affected the So-
viet Union, because the latter was compelled to suppress autho-

ritarianism before achieving its economic reforms.

Post-industrial societies

Another extremely relevant trait of our time 1is the emer-
gence of post{industrial societies. The new technological revo-
lution, based on Einstein's and quanta physics,on molecular bio-
logy and many other scientific advances, is creating a new in-
formation tertiary society, in which the innumerable applica-
tions of microeletronics and other devices are extraordinarily

increasing its productivity. It has generated, vis-a-vis merely
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industrial societies, a gap comparable with the one that has se-
parated the latter from the agrarian societies. Japan and the U-

nited States, followed by some European countries, are leading
the process.

Among the many consequences of the decisive role that techno
logy came to play, as the most important factor of production, a
less expected and desirable one, which is increasingly observa-
ble, is the mercantilization of-knowledge. Since the Renaissance
and, particularly, the Enlightenment,knowledge has been under-
stood as a common good of mankind. Sciences were an open field
to all researchers. Leading universities, in the United States,
Europe and Japan, were open to qualified applicants from the
whole world and would give their students the best knowledge
in any field of study. Now, as the applications of science beca-
me the source of technological innovations, applicable knowledge
has been converted into the most valuable economic asset and is
being increasingly protected by legalized secrecy, controlled,
ratherthan by Universities, by the laboratories of the large
transnational corporations, in the latter's benefit. While the
gap separating underveloped societies from the advanced ones has
tremendously expanded, with the latter's conversion into post-
industrial societies,the way to reach that level has been rendered
much more difficult by the patents and secrecy protecting tech

nological innovations.

Mega-markets

The new requirements for economic competitiveness, closely
connected with the emergence of post-industrial societies, have
led to the formation of regional mega-markets. Starting with the
European Community, that will become a close system in 1993,
there is a spreading trend for the organization of huge common
markets, The U.S. and Canada, with Mexico manifesting‘its intent
ion to join tiem, are forming a North American common market.
Japan is condﬁcting arrangements, in Asia, for a large Japan-
led economic system. At a much smaller scale the southern coun-
tries of South America are creating MERCOSUL, integrating them

into a South Cone common market.
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Mega-markets are being organized under the umbrella of a 1li-
beral discourse. Enlarging the frontiers of former national mar
kets, through the formation of a multinational economic system,
is presented as a way to gain, by scale economies, larger produc
tivity and capabilities for research and development, so reducing
costs and prices and improving the quality of the products, for
the common benefit both of members and non-members of those mar
kets. As a matter of fact, howeyer, as the European Community is
illustrating, liberalism is a an export policy for the mega-mar
kets, while neo-mercantilist devices are protectively adopted
against competitive non-members, in the benefit of member's pro

ductive and employment facilities.

Mega-markets, even when not actively pursueing protection
ist policies, will substantially increment intra-markets trade,at
the expenses of free international trade. Isolated countries, ac

cordingly, will tend to suffer trade restrictions.

North-South gap

The North-South gap, as it is well known, is a relatively
recent historial event. Civilized societies had, all over the
world, the same basic level of life up to the Renaissance. The
mercantilist revolution started creating differences in favour of
countries engaged in world trade and colonialism. The industrial
revolution generated a fast increasing advantagem for the indus
trial societies, vis-a-vis those remaining éiﬁbly égrarian. The
new technological revolution, as formerly observed,is multiplying
that advantage by an immense factor in the benefit of post-indus

trial societies.

The continuously aggravating North-South gap is not only mo-
rally inaceptable,but constitutes a factor of increasing distabi
lization of the world order. At the normative and axiological le-
vel,a prosperoﬁs social democracy will not be able to preserve
its values and institutions if forming a small northern island
of educated and affluent people, surrounded by billions of un
educated and miserable human beings. At the level of current 1i
fe, the coexistence of the two societies in a planet unified by

instantaneous communication and increasingly closer economic and
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technological interdependence, will not be viable. The same fac
tors that have compelled northern elites to incorporate their
own masses into higher levels of education, income and partici-
pation, will compel the North to incorporate its southern prole
tariat. That.process,'however, as its historical precedent, is
going to take a long time. The longer it takes, the worse will
be the challenges to a stable world order.

It is important to acknowledge, in what concerns the proba
ble future development of the countries of the South, that they
present very different capabilities for overcoming endogenously
their own underdevelopment. Only countries endowed with very fa
vourable levels of national viability are likely to achieve, if
in the course a long time, the domestic sedimentation required
for endogenously overcoming their undervelopment. China,in Asia,
Brazil, Argentina and Mexico, in Latin America, are good illus
trations of the case. Most underdevelopedcountries, particularly
in Africa, will require substantial foreign aid and a rather
favourable international environment for attaining their develop
ment. Present international conditions, with the continuous ag-
gravation of the North-South gap,‘are not going in that direc
tion,

Collective interests

The extraordinary development of technology,in the course
of the present century and, particularly, in the 1last decades,
has submitted the world, in multiple ways, to pressuresthat ha-
ve increasing distabilizing effects on the equilibrium of va-
rious global systems and have created collective needs that re

guire a rational and eqguitable management.

The planet's ecological system is severely challenged by
multiple effects of the industrial civilization, presénting a
fast decreasiﬁg capacity for its éelf—recovery. The survival of
man, as a speéies, is severely menaced, in a not too long futu
re, by irreversible ecological degradations. The global systems
of communications,transportation,information,nutrition, health,
peace maintenance, law enforcement, concerning the whole world,

cannot be rationally managed by the isolated action of national
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states. Most national states, moreover, have not the capability
for significant contributions for that purpose. Only ratiocnal
and equitable forms of international management can take care
of those problems and attend major collective interests of man
kind.

The United Nations have been designed to performe that func
tion and have developed specialized agencies to attend several
of those demands. The U.N. machinery, however, has neither the
material means nor the political power to accomplish that job.
For one thing, it has been, up to very recently, paralyzed by
the East-West confrontation. For another thing,the great powers
have not actually transfer to the U.N. the means and the autho
rity to allow it to perform thé rational and equitable  manage
ment of the main collective interests of mankind. As a matter
of fact not even the small current contributions to the U.N.are
being timely paid by many countries (arrears are more than uss
670 millions), the United States being the larger debtor.




II PROBLEMS OF TRANSITICON
FROM BI-POLARITY TO MULTI-POLARITY

Pax Americana '

The transition from the bi-polar world derived from the se
cond world war to an emerging multi-polar new world order is
currently processed in the framework of a relatively mono-polar

Pax Americana, conditioned by several constraints.

Converted, by the collapse of international communism and
the domestic troubles of the Soviet Union, into the single opera
tional superpower, the United States have some of the conditions
for the exercise of world hegemony, but are submitted to several
limiting constraints. The most important ones are domestic, rela
ted to economic deficiencies and to insufficient popular support
for exacting international actions. Important fiscal and trade
annual deficits, that have reached the order of hundred bil-
lions - fiscal deficit of ca. US$162 billion, in 1989, trade de
ficit of ca. US$116 billion, in the same year and a U.S. foreign
debt in the order of US$600 billion - preﬁent the U.S. from fi
nancing, with her own resources,expensive international actions.
The American citizens, on the other hand,although rejoicing with
the increased international prestige of the country and with her
leading world role, are not prepared to endure new efforts, both
in taxes and in human lifes, to support external American activi
ties. From another perspective the U.S., as a leading Western na
tion, have to take into account the Europeans and the Japanese.
As ‘a power with broad international interests, they have to main
tain a reasonably balanced position in important regional con-—
flicts, such as in the Middle East and in the Indian subconti-

nent.

The fesuit of a world primacy submitted to those limiting
constraints is a relatively conditioned Pax Americana.The Gulf
war provides a good illustration of it. The United States proved
to be the only power with the capability and the resolve to im

mediately adopt an effective political and military action to
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reverse the annexation of Kuwait by Saddan Hussein's troops. But
they had to act within the framework of a Security Council's man
date, in close consultation with the G-7 and their substantial
(US$40 billion) financial support and in alliance with -as many

Arab countries -as they could manage to mobilize.

A Pax Americana under the constraints formerly mentioned
tends to be a temporary occurrence.lt cannot provide the stable,
rational and equitable order reéuired by the world.It tends to
evolve either in the direction of the mono-polar consolidation
of an American led world system or in the direction of an insti
tutionalized multi-polar world, operated by a renewed and rein-
forced United Nations. While the two possibilities are actually
opened, there are strong indications that tend to favour the se

cond alternative.

Whereas a conditional Pax Americana is unlikely to stay for
a long time, it is necessary to acknowledge that the more prob-
able emergence of a United Nations operated multi-polar new

world order may take some years. The Europeans are confronted

with the complex task of reaching, for the Community, a satis
factory operational coherence, both economically and politi-
cally. A task complicated by the events in Eastern Europe and

the pressure of ex-communist countries to join the European Com
munity. The Japanese, on the other hand, haﬁé to find a world
role compatible with their economic and technological supercompe
titivity and the several limitations to which they are exposegd,
from their still unsurpassed ethnocentrism to the weaknesses im

plied in an excessive dependence on external markets.

The transitional periocd that will correspond, for some
years, to a conditioned Pax Americana, presents some great risks
to the world. The Americans ﬁére able to formulate and implement
a global strateqy for the contention of Soviet power. They keep
being unable fb formulate and still less to implement a rational
and equitable global project for the world. At a global level,
major collective interests of mankind, urgently requiring ratio
nal and equitable regulations and management, will continue, un
der Pax Americana, to be inappropriately approached. Among other

menaces, there is a growing danger of severe and eventually
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irreparable ecological deteriorations. On the other hand, the
fact that a relatively declining power, as it is currently the
case of the United States, is not submitted to satisfactory ex
ternal checks, is likely to induce such power, as the historical
experience indicates, to abusive behaviors vis-a-vis weaker
partners. American interventions in Granada and Panama appoint

in that direction.

An interin world order

Is it possible to minimize the risks presented to the
world, as formerly discused, by the transitional period of a
conditioned Pax Americana? The question may receive a positive
answer, insofar as some basic.. conditons would be satisfied.What
is essentially at stake is the generation and reinforcement of
conditions, inside and ocutside the United States,that would work
in the direction of a rational and equitable world order,prevent
ing the practice of acts of arbitrary violence or ingerence in
the affairs of other countries.

.There is in the United States a very important sector of
public opinion, tendentially representing a majoritarian view,
that favours the establishment of a rational and equitable world
order, presses the government in that direction and is opposed
to American arbitrary interventions in other countries. That im

portant current of opinion can be reinforced by many ways

It is possible, on the other hand, to mobilize in countries
of the QECD, of the Third World and in what remains of the So-
viet Union, the support of public opinion and ofgovernments for
going in the same direction. What is necessary is to organize a
system of coordination,actively supported by some key countries,
operating inside and ocutside the United Nations, and _1in close
cooperation with enlightened American sectors, for the improve
ments of the wbrld system, the maintenance of peace and the pre

vention of arbitrary interventions of a country in another one.
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IIT. THE CONSTRUCTION OF MERCOSUL

Precedents

Argentina, Brazil, Paraguay and Uruguay have signed, on
March 26th, 19§i,the Treaty of Asuncion, creating the Common
Market of the South-Mercosul. That treaty establishes that, from
January lst, 1995, the exchangeof goods, services and factors,
among the four countries, will be entirely free, without any
customs or non-customs restrictions, in the framework of a common

external custom for the members of the Common Market.

That treaty is the culmination of an integrative process
that comes, more remotely, from the creation of the Latin
American Free Trade Association, in 1962, including the South
American countries and Mexico, which has had relatively modest
results., More immediately, MERCOSUL represents the mature state
of a cooperative process started in 1979, with the tripartite
agreement among Argentina, Brazil and Paraguay, for the utili-
zation of resources and facilities in the Parana river. A deci-
sive step was taken, by Argentina and Brazil with the signature,
in 1986, of an agreement for a Program of Integration and
Economic Cooperation, formally converted, in 1988, into a Treaty
of Integration, Cooperation and Development, to which Uruguay
has been incorporated. -

The creation of MERCOSUL, in 1991, is an expansion of the
former treaty, including, additionally, the participation of
Paraguay. Chile and Bolivia are regarded as ﬁossible rejoiners
of that Common Market, in the next years and, after five years,
other South American countries may qualify to join, if accepted
by consensus of the members. .

The South Market

MERCOSUL .is, on the one hand, the culmination of an en-
lightened process of conversion, into close and friendly coopera-
tion,of a former long relationship of rivalry and disputes
between Argentina and Brazil. On the other hand, stimulating

that cooperation, the Common Market of the South is an answer of
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the member countries to the éhallenges directly and indiretly
presented by the formation of regional megamarkets. The Europe-
an Community, notwithstanding its liberal discourse, is seen in
the South Cone as an emerging Fortress Europe, that will sub-
stantially reduce Latin American exports to Europe. Current es-
timates are admitting that such reduction will be of the order
of 30% for Argentina and Uruguay and of about 10%, for Brazil.

The formation of the US-Canada-México common  market is
seen, although in a different light, as an additional challenge
to the Southern countries. The Northern Market, distinctly from
the European one, is open to the South American countries. The
immense differences of economic and technological levels between
the two large South American countries and the United States,
however, present to them a severe risk of eliminating most of
their industrial entreprises, if important preventive and

corrective measures are not previously adopted.

MERCOSUL is considered to be a necessary intermediary state
for the adjustment of the member countries to the possibility of
a future panamerican free market and,in.general, to their com-
plete opening to the international market. 1In the new condi-
tions of the world, formerly discussed in this paper, countries
at a middle level of development, such as Brazil and Argentina,
may suffer a devastating elimination of most of their industrial
capabilities, if indiscriminatingly opento the manufactures of
advanced countries. MERCOSUL is planned to increase the
productive competitivity of its members, enabling them, at a
later stage, to join a panamerican free market, as proposed by
the Bush Initiative. It is in that sense that an agreement has

been signed, between the four southern countries and the U.s.,
on June 19th, 1991.

MERCOSUL is a rather small common market, seen in an inter-
tional perspe@tive. The U.S.-Canada-Mexico free trade area com
bines a population of 359,6 million and a GDP of US$5,845.3 bil-
lion. The European Community (including former East Germany) re
presents a population of 354 million and a GDP of US$4,967.7 bil
lion. MERCOSUL represents a population of about 190 million,with
a GDP of about US$ 483 billion, that is, 10% of the European Com
munity GDP. .
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MERCOSUL
MAIN DATA
Itens Argentina Brazil Paraguay_i Uruguay Mercosul
Population 70 23.9 95.8 - - -
80 28.2 121.3 - - -
89 C 32,4 147 .4 4.2 3.1 189.1
GDP Z 79 21.8 43.1 - - -
80 55.3 252.3 - - -
89 79.4 390.4 4.8 8.4 493
P/Capita 70 910 450 | - - -
80 1960 2080 - - -
89 2520 2649 1.030 2620 2.554
Agrec, Z 70 13.2 11.5 { {1965) 37 {1965) 15 -
GDP 80 8.3 10.5 - - -
89 12.7 8.9 29 11 -
Indust.Z 70 38.1 35.6 | (1965) 19 (1965) 32 -
GDhP 80 37.5 41.2 - - -
89 43.5 44.3 32 28 -
Export. 70 1.8 2.7 - - -
$ bi 80 8.0 20.1 - - -
89 9.2 34.4 1.3 1.6 46,5
Ind.Prod.% 70 13.9 16.2 | (1965) 8 (1065) 5 -
80 23.1 38.1 - - -
89 31.4 49.7 8 38 -
Agric.Z 70 85.6 73.3 | (1965) 92 (1965) 95 -
80 71.2 50.2 - - -
89 65.1 31.9 92 61 -
Import. 70 1.7 2.8 - - -
$ bi 80 10.5 25.0 - - -
89 4,2 20.0 1.2 1.3 2.67
Ind.Prod.Z 70 58.6 63.2 | (1965) 70 (1965) 60 -
80 71.7 38.5 - - -
89 68.4 50.4 66 72 -
Agric.2 70 14.6 12.5 | (1965) 14 (1965) 10 -
80 9.3 10.9 - - -
89 8.1 5.6 12 7 -
Imp.Princ. 70 EEC  32.5 UsA  32.2 - - -
Suppl. % USA  24.8 EEC  30.2 - - -
80 EEC 29.7 M.East 32.2 - - -
USA | 21.4 UsA 18.6 - - -
89 FEC '2;.2 EEC 26.8 | Braz.22.2 Braz%a.l -
LA -33. USA _ 26.2 | EEC_ 20.0 EEC 9 -

Sources: "L'Etat du Monde, 1995", Paris, Ed. La Découverte, 1990; For lines indication
on year 1965, "World Development Report'", New York, Oxford Univ. Press, 1991,



Notwithstanding its relatively modest proportions MERCOSUL
confers important benefits on its members. Such benefits present
three main aspects. In terms of trade, the combined exports of
the four members represented, in 1989, a total of US$46.5 bil-
lion, and their total imports, US$ 26.7 billion, representing,
respectively, about 40% and 30% of the Latin American totals.

Probably still more important are the possibilities that
will be opened by MERCOSUL coopération in the fields of science
and technology. Both Brazil and Argentina have important scienti
fic and technological capabilities, presenting a wide margin of
complementarity. Both countries suffer, in many fields, from the
lack of sufficient "critical mass". Their joint efforts will pro
vide them, to a large extent, with that critical mass necessary
to reach levels of international competitivity. In a historical
moment characterized by a strong propensity for the privatiza-
tion of sophisticated technologies, developed, off university
campi, by the laboratories of large transnational corporations
and protected by secrecy, patents and rights of intelectual pro-
perty,the development of agood margin of endogenous capability in
applied science and technology is a decisive requirement for eco
nomic development.

A third relevant advantage to be reaped from MERCOSUL by
its members is of a more general economic and political charac-
ter. The South Market will enable its @arﬁners to benefit from
a significant increase of their scale of production and corres
ponding possibilities for raising their international competiti
vity, preparing them for a future integration in a panamerican
market and in the international market. It will also subtantial-

ly improve their international bargaining position, giving them

better conditions for negotiating their foreign debt and for
setting better terms of exchange with the EEC and other macro
markets.

The most important,however, of those advantages of a gene-
ral character, resulting from MERCOSUL, will be the imposition,
on its members, of stricter rules of rational behavior for their
macroeconomic policies. Argentina is setting the pattern in cur

rency stabilization, that will have to be followed by the other

R
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members, if the South Market is ever to be a functional arrange
ment. Fiscal, monetary, investment, trade, labour and social se-
curity policies, among others,will have to be reciprocally compa

tibilized and adjusted to appropriate rational norms.

Concluding remarks

In the present world conditions, briefly discussed in the
first session of this paper, middle level countries, such as the
members of MERCOSUL, are confronted, in the course of the next
few years, with a very sharp alternative. Either they succeed
in reaching significantly higher levels of modernization, within
socially equitable terms, developing and improving their pro
ductive capabilities,and rate of public rationality,or they will tend
to sink to Fourth World levels comparable to the poor Afro-Asian
societies,

The middle level attained by countries such as Brazil and
Argentina,in the 708, corresponded to a certain stage of the
world industrialization and to a certain phase of their own so-
cial development. Twenty years ago Brazil,the most successful in-
dustrial society in the Third World, had a level of industrial
development, comparatively to advanced European societies, which
roughly corresponded to the situation of the latter in the 50s.
Today, the gap has more than doubled. |

Equivalent considerations can be presentedimlthe‘fieldcafsg
cial development. A country like Brazil was, up to the 30s, a
society uﬁder the control of its notables. It has managed, with
relative success, to become a well running middle class society
by the 505 and 60S. Its transition from middle class soc¢iety to
mass soclety, latently through the 708 and openly through of
808, has not been successful. The country was not able to build
the agencies and rules of political mediation that could compatibi
lize . - within its economic and social conditiors- a mass demo
cracy with a gétisfactory level of public raticnality. The same

can be said of Argentina's Peronism.

Now, in the early 90S, such countries have exausted the pos
sibilities of their former statu guo, both domestically and in-
ternationally. If they do not succeed to jump ahead, in the di-

rection of an accelerated socially equitable modernization, they
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will undergo a severe degradation. They will be abandoned by the
best sectors of their elites, pulled by more successful areas of

the world and will tend to integrate the vast external proleta-
riat of the West in the 21st century.

MERCOSUL gives an important contribution for an accelerated
modernization of its members, imposing on them - if the South Mar
ket actually comes to be more than a sheer paper treaty - the ne-

cessity of a rational and sociaily equitable management of their
domestic affairs and international relations.
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YUGOSLAVUIA: ORIGINS OF THE: CRISIS

The guesticn that foreigners most Frequently asked Yugoslavs
during the 1370s was: “What will happen in the country after
President Tito dies?” Theu tdpically ansuwered with self-confi-
dence that political inheritance of "Tito’'s” Yugoslavia is suffi-
ciently Firm to outlive the charismatic marshal. It seemed that
reasons to support their self-confidence were abundant: in 1848
Yugoslavia experienced the conflict with Stalin, becoming the
First country tz leave the communist block; Yugaoslav self-manage-
ment has for years attracted zttention as a more humane and demo-
cratic alternative to the Soviet model; during 1950s and 1S60s
economy developed more or “less successfully; as one of the
Founders and leaders of the non-aligned movement Yugoslavia be-
came the respected and influential member of international commu-
nity, while cccasional eruptions of nationalism between Yugosliav
republics were suppressed by undeniable authority of Tito, the
League of Communists and the Yugoslav Army,

However, less than a year after marshal’'s death Yugoslavia
fFaced the First major challenge when in April 1981 mass demcn-
strations of the Albanian minority broke out in the southern
province of Kgosovo, demanding that this province obtains the sta-
tus aof the seventh Yugoslav republic. Post-titoist Yugoslav com-
munist leadership managed to temporarily suppress these deman-
strations by force and peolitical means, only to Face a new, much
more sericus chailenge in the manths that fFollowed. During 1970s
economic growth in Yugoslavia was mainly sustained ocwing to con-
siderable bhorrowing sbroad. When global debt crisis broke out in
earlg.lsaos, ?ugo%lavia with a Foreign debt of'sohe'$?0:_billicn

became one of the wmaost seriously affected developing couniries,



since Foreign debt servicing at that time required maore than 40

per. cent of the country's foreign currency receipts. Unwilling to
undertake major economic rceforms, Yugoslavia entered a decade-
laong period of econamic decline, which has completely eraded tha
legitimacy aof the ruling party, which led the country into in-
creasingly profound economic, social and political crisis,

The reason why relative political consensus among the Yu-
goslav political elites prevailed during 1380s first aof all
should be sought in strategic interest of the West to safeguard
the stability of Yugoslavia, which represented the “"buffer” be-
tween the Warsaw Treaty and NATO in Europe since early 1350s. Un-
der such circumstances, economic and political shocks in  Yu-
goslavia opened scope for intervention by the U4.5.S5.R. and Warsaw
Treaty, with immedizate consequances an the—overall geo-pclitical .
"balance in Eurcpe. The last occasion when in became directly zp~-
parent was during the 13981 crisis in Foland. Increasingly obvicus
inability of Yugosiavia to resolve its crisis./1. and chariges in
Eastern Europe brought about by Mikhail Gorbachev's policy in the
Soviet Union caused, however, that strategic interest of the West
For Yugoslavia start to diminish. Formerly leading reform socia-
list country, Yugoslavia lagged more and more behind the changes

in Eastern Eurcpe./cC.

/1. "Continuous economic crisis of the eighties - high foreign
debt, galloping inflation and declining living standard -
turned Yugoslavia into the West's worrisome child. Washington
and Brussels started to fear that Yugoslavia's economic
breakdown might have unforese=able political consequeEntes.
All measures undertaken by the West to support Yugoslav eco-
namy =~ refinancing aof foreign debt, granting of new laans,
and cogperation agreement with the European Community should
be considered in this light." Jens Reuter: Yugposlavia's Role
in Changing Eurgpe in: 0. Muller et al. (eds.2?: _Unificatian
of Germany and Unification of Furope - Perspective for the
Nineties” (in German language), Institute for International

Politiecs and Economy, Belgrade, 1991, p.

/2. "With ending of the cold war and reduction of interblock con-
frogntation in the second half of eighties, Yugosltavia has
lost its key role in the West's strategic thinmking. The. coun-
try was no longer. the element of halance hetween the East. and .
the West that no-one could deny. To the-extent that. reform
processes in former Moscow’'s satellite states attracted at-



- Profound internal crisis and changes on the East af conti-
nent’ have entirely eroded the legitimacy £ the Yugoslav post-
titogist leadership and created a political vacuum in which his-
toric animosities between the Yugoslav ethnic groups came into
the foreground. Efforts by the Yugoslav federal governments, par-
ticularly of the Prime fNini=ter #Ante farkovic, to implement ne-
cessary ecaonomic and political reforms collapsed under the resis-
tance of republican elites, which increasingly resorted ta poli-
tical mobilization on nationalist grounds as the background of
theitr legitimacy. This has led the country into the situation of
ethnic conflicts which in 199% escalated into open armed clashes.

Generally, one may say that the crisis in post-titoist Yu-

goslsavia came about as the consequence of three groups of fac-

tors: collapse of the specific Yugoslsv model of socizlism,  poo-

Found and unexpectedly quick changes in ° the Soviet Unign and
Eastern Eurcope, and aggravation of historic animosities between
Yugoslav nations. In spite of thirty years of refarms which  made
Yugoslavia a unigue case among socialist countries, disintegra-
tion of post-titoist Yugoslavia demanstrated that the “Yugoslav
model” gssentially kept all the “Fafal weaknesses” (/3.) of thez

Soviet model of socialism which brought about its historic col-

lapse.

tention on the West, the interest for Yugoslavia was gradu~
ally diminishing. Yugoslavia was no longer the problem of
global importance for the two super—-powers, but at hest a Eu-~
ropean issue at the continent's periphery. The important fac-
tor was how quick will refarms on the East progress. What
lasted nine menths in Poland tcok only nine weeks in GOR and
only nine days in Czechoslovakia. Yugoslavia lagged enar-
mously behind this process of democratic transformaticns.”
op. cit., p.

/3. The term was fFirst used by Chinese - ecanomist Jiang Yif=i,
. See: Jiang Yifei: The Theory of an Enterprise—-Based Eccnomy,
Social Sciences in China, No. 11/1880, p. 48. :




Tito’'s Heritage

Uictory of Tito's partizans made Yugoslavia come out of the
Waorld War Il as a2 communist state. In the period between 184S and
1851 Yugoslavia has been consistently introducing the “soviet
model"” in which it sometimes even went ahead of other East Euro-
pean countries./4. In the foreign-policy area Yugoslavia hecame a
part aof an emerging eastern military block./5S. Even after the
conflict with 5talin in 1848, by farced collectivizatian of land
Yugoslav communists tried to prove their dedication to the Eas-
tetn block. Only in early 18950s wunder an increasing military
threat from the East, Yugoslavia asked the US For help. Between

1951 and 1954 Yugoslavia has entered the strategic alliance with-

the West vundertakirng certain milttary obligasticns Imeast of 8
military conflict between the eastern and western military al-

liance in Europe./B. However, while the influence of relationship

/4. Thus, for instance, cn the conference of Eurcpean communist
countries held in 1947 in Czechoslovakia, Yugoslav communists
criticized French and Italian . communists For their
"revisionism”; the paper of the newly established Information
Bureau of communist countries started to be published in Bel-
grade, etc. :

/5. After the end of World War I1 there were threats of a direct
military confrontation between Yugoslavia and the US, parti-
cularly after two US Air Force’s planes were shot down above
the western part of the country in August 1946. At that time
chief commands of the US and Yugoslavia undoubtedly had plans
to engage thelir forces on opposite sides in case of con-
Frontation bhetween the eastern and western cosliticon. Com-
pare: Anton Bebler: US Strategy and Yugoslavia's Security in:
W, Richey et al. (eds.): American and Yugoslav VYiews an
1980s, Institute of International Politics and Economics,
Belgrade, 13290,

/6. In additicon to concluding the defence alliance with Greece
and Turkey (so-called “"Balkan Treaty”) Yugoslavia has under-—
taken to protect northern Italy from penetration of soviet
troops from Hungary,  thereby becoming de facto a segment of
the western military alliance at that time. According to
western sources, during late 1940s and early 1850s Yugoslavia

" has received some $2.2 billign worth of aid From the West, of
which some 90% came from the US. The total amount of various
forms of assistance provided to Yugoslavia by the West
ampunted to some %15 billion. Compare: ' Ivo Viskovic: Rela-




with the US and West European countries led to drzmatic reversal
in the Yugoslav foreign palicy, changes within. the country were
much slower and incomplete.

In early 19S0s Yugoslavia faced a double challenge. On the
one hand, canflict with the Soviet Union and other communist
countries caused an identity crisis of Tito's regime, which was
compelled to secure its legitimacy by thoroughly redefining its
idenlogy starting with the critique of Stalinism. The sglutian
was found in Xarl Marx's lats works and the idea of self-manage-
ment as the "only true Fform of socizalism”, which was introduced
in Jurne 1850 by the Law on Transfer of Management of State Enter-
prises to Workers. On the other hand, alliance with the West has
forced Yugoslav communists to open up toward western cuwltural and
political influences. However, liksralifsticn scon—cesched its
political limits, which was clearly demonstrated in mid-1350s in

-cannection with the conflict between the Yugoslav cammunist top
leadershigz and Hiloyan Djiias, wha became the most famous Yu- '
goslav dissident., In this way the Communist Party has clearly
shown how far it was willing to go in the liberalization process
- until late 198B0s position of the communist elite and principal
elements of the communist authority remained domain reservée
which was beyond suspicion, Outside this Fframeworlk, unlike the
U.5.5.R. and Eastern Eurabe, Yugaslav communists were willing tc
accept changes, which allowed Yugoslavia to become the most 1li-
beral communist state during the following decades.

The climax of this process was marked by the B6th Caongress of
the Yugoslav Communist Party, held in Zagreb in 18%2 (/7.) and

7th Congress, held in Ljubljanma in 13958./8. However, Stalin’s

tions Between Yugoslavia =and the United States of America,
in: Yugoslav Survey, VUol. XXIX, no. 1, pp. 130-132.

/7. At this congress the party changed its name into the League
of Communists of Yugoslavia, thereby expressing its new iden-
logical orientation.

/8. The new Programme of the LCY adopted at this congress is
still the most liberal programme of a ruling communist party.-




death and changes in the Soviet Union introdwcec: by . Nikita
Krushchev anncunced the end of the Yugoslavia's strategic al-
liance with the West and gradual shift in its pclicy. Neverthe-
less, Yugoslavia did not come back under the umbrella of Eastern
bBlock, but instead Found its intermational position within the
non-aligned policy, which Tito defined together with the Indian
Prime Minister Nehru and Egyptian President Nasser by the end of
1950s and beginning of 1960s./9.

Internally, cosmetic changes of the soviet model reached
their limits in Yugoslavia by the end of 1350s and beginning of
1960s. Reasoning of the Yugdslav communist lesdership at that
time was wnder strong influence and waorks of reform-orientad
economist From Eastern Europe (/10.) who determinedly advocated

market-oriented reforms of administrative-plannsd— econony. By

early 1S60s Yugoslavia started to open toward the west in intel-~

lectual sense and Yugoslavs were the First citizens of a commu-
nist country who were allowed to travel freely abroad ((/11.3,
which also resulted in faster penetration of western ideas and
considerahle liberalization in science and culture. In the Ffirst
half of 1960s the first market-oriented economic reform was car-
ried out and enterprises obtained much greater competences, state
has reduced its influence on the economy, For the first time af-
ter World War 11 individuals were allowed to set up private en-
terprises, while economic relationships with wuwestern markst

gcoramies began to expand rapidly./12.

/8. The First conference of non-zligned countries was held in
Eelgrade in 1861.

/10.For example, Oskar Lange, VYevsey Liberman, Wlodimjerz Brus,
and others.

/11.By mid-sixties Yugoslavs started to leave the country in
large numbers in search of work in West European countries,
in particular wWest Germany, France, and Sweden, which has re-
lieved Yugoslav enterprises from surplus labour, while remit-
tances sent by these workers became the country’s important
source of foreign currency. o . .

/12.1n 1968 Yugoslavia became the first communist country which
allowed Joint ventures in its ecconomy.



Initial recults of economic reform were encouragirg - eco-
nomic growth ratus in Yugoslavia at that time were rolatively
high, relieved of much of administrative restrictions enterprises
were increasingly successful on the local and forsign markets,
foreign—-exchange receipts increased, livipg standards of citizens
ragse from year to year - to put in a nutshell, the "Yugoslav
madel” at that time was successful, which earned it an excep-
tional international reputatian.

On the negative side, however, Yugaoslav reform raised a num-
ber of problems, above all because of incampatibility of market
economy ant political democratization with the moncpoly of commu-
nist partuy’s authority. In the economic sense, Yugoslavia at that
time had to cope with rising inflation, sharp distinction betwsen
.. successful and unsuccessful enterprises, -with. rising number of
unemployed, rising social differences, persistent Ffoareign—trade
deficits, corruption and a whele range of other phenomena, which
the communist economic, legal and political system kept under
control with increasing difficulty. In the political sphere, 1li-
heralization raised the prablem of growing opposition to the
regime, which at that time, however, was still leftist./13. The
most serious challenge to Tito’'s regime nevertheless was brought
about by renswed national aspirations of certain Yugoslav nations
and ethnic wminoritises, which contributed to sericus political
canflicts which broke out among the communist party leadership in
the second half of 1SEB0s. Initial efforts by Yugoslav communists
to push natiagnal conflicts in the background by cresting the Yu-
goslav natian fziled and thes ides was ebandoned aftsr the Fall of
prominent Serbian cammunist Aleksandar Rankovic, who was purged
in 18B4Y together with a group of his associates in police
apparatus.

The turning point in the League of Communists’ policy oc-

curred in 1868. The First in a sequence aof events that led Tito

/13.Among the opposition prevailed.-the ideas af the "new .left”
which, at that time, were very. influential in the US and
Western Europe.. - '




to retreat were mass student demonstrations in Belgrade and other

Yugoslav cities,. grni-which they declared peolitical demands ad-
dressing serious criticism to the communist leadership because aof
their privileges and corcuption. During the same year the country
also experienced the First mass demonstrations of ethnic Albani-
ans, who demanded greatecr political and cultural auvtonomy, in-
cluding the establishment of a separate Albanian republic in
Kosovo. Although these political protests were suppressed by
Force and political means, the Party's conservative wing Ffelt
rather alarmed and demanded that reforms be abandocned and that
the country tuwrn to tried Bolshevik Fforms of authority. Soviet
intervention in Czechoslovakia and emergence of Breznev's doc-
trine of "restricted sovereignty” of communist countries in the
same year, -however, were the caussSs &f & Llde penac emong tie-top
Yugoslav political leadership, whao became aware of fragility of
their position.

In gpite of the fact that both liheral and nationalist oppo-
sition to the regime was suppressed, in late 1960s and early
1970s Yugoslavia has caompletely abandoned reforms in both eco-
nomic and political sphere. During that period Tito won-in a po-
liticsl confrontation with most liberal and  nationalist-inclined
younger—-generation communist leaders in Serbia (/1%.2, Cropatia
(/15.), ‘Slovenia, and Macedonia. Their place was subsequently
taken by politicians who used to be elected during the 1370s anly
according to the principle of political laoyalty to Tito and Party
veterans. Abrupt interruption of the process of traensfer—of sau-

thority from veterans to Jowunger generation of politicians and

/1%.At the beginning of 1370s under the slogan of struggle
ageinst "anarcholiberalism” and "technomanagers”, Serbia has
witnessed a purge of several thousand politicians and company
directors, while most modern enterprises, grganized according
to western models, have been brecken into hundreds of frag-
mented "self-management” units. Serbia has never managed to
of fset the consequences of this purge.

/15 .5howdown with nationalistic but . 8lso with liberai-oriented
"Croatian spring” cccurred in 1371, .when most younger genera-
tion Croatian communists have heern removed. .




"negative cadres selection” during 1270s largely explain the to-
tal failure of the Yuguslav communist leadership in post-titoist
period in overcoming the growing economic and political crisis.

Thus the Yugoslav communism faced the second identity crisis
in its post-war history, because it became obvious that Ffurther
market reforms and continvation of political democratization
would irreversibly destroy the very foundations an which - the
power cof the communist party rested. Return to the former regime,
however, was not Feasible becawuse of disastrous critique of sta-
linism in Yugoslavia during the 135%50s and 60s. Faced with such
alternative top Yugoslav communist leadership again resovted ta
praven methaods from early 1950s ~ the sclution was "neither capi-
talism, nar stalinism”, i.e. "new qualitative stage in the deve-
lopment of the Yugoslav socialist—sslf~wansgsmenc Sased-ea—au-
thentic Marxism”. The main ideologist of the Yugoslav party du-
ring the 1870s, Slovenian Edvard Kardelj, develaped in early
1270s an entirely new ideological piatform referring to Karl
Marx’'s late works (Kardelj's ideas abaut sslf-management and fe-
deralism were actually much closer to the thinking of French XIX
century anarchist Jean Joseph Proudhon and Eurcpean XIX and XX
century anarchcjsindicalists). Considered within the broader
scope of development of communism in the s=cond half of the XX
century, one may say that this shift of the Yugoslav communism in
terms of its motives, depth and extent is only comparable with
the "cultural revolution” in China.

Kardel]j's ideas have been included in the 1574 Yugoslav can-
stitution fwhich is still in force), so-called Associated Labour
Act and a number of other statutes &and codes adopted during
1970s. With them the ideas of market economy and political plu-
ralism were abandoned altogether and replaced by concepts of so-
called "associated labour”, ‘“compactual economy” and “socialist
celf-management”. The main idea was thai in a "self-managed soci-
ety” the role of enterprises and market is taken up by
. "rommunities of freasly associated producers” who regulate their
mutual relatians\bg agreement. All economic processes hecome sub-

ject to agreement between workers and their associations, while




effects of market relations and free competition were entircely

disregarded. Within the political system, Kardel] has largely
adopted the demands of naticnal movements fFrom 1360s, transfer-
ring most of political competences from the federal level to the
level of Federal units (the only areas that remained in the com-
petence of Federal organs were defense, foreign policy, Fforeign
econamic relations and a number of other issuwes), with rcepublics
and autonomous provinces having almost equal competences.

Utopian by its contents, Kardelj's economic system was com-
pletely unfeasihle in practice. However, owing to accumulation
from the Fformer period and wncontrolled borrowing on interna-
tional capital markets (/16.) the Yugoslav economy FfFunctioned
seemingly successfully during 1870s. Federal units have used
their newly acrnuired power to build quasi-gutorohic==—Tonomic _sys-
tems, reducing trade between republics to minimum. Foreign loans
were largely used to build FfFactories that never started to ope-
race and to "buy social peace” by subsidizing unprofitable enter—
prises and encrmgus public expenses. In an attempt to ensure le-
gitimacy for their autharitg, local political elites at that time
started to systematically instigate nationalism, oppaosing the
federal government and increasing tensions between nations., Bae-
hind slcgans aon self-management and "associated labour” started
the comprehensive praocess of restoration of state socialism, with
the anly difference that main centers of political power were
created not at the Federal but at the level of eight Yugoslav
Federal units., This led to what would later be named "poclycentric
statism” (/17.3, 1i.e specific polycentric political system in

which eight Yugoslav federal units and egqual number aof communist

/16.Under canstitutional changes of 13970s the Ywugoslav National
Bank has entirely lost control over borrowings made abroad by
republics and pravinces. When the Yugoslav debt crisis broke
out in 1881 the federal government was forced to engage Fo-
reign agencies to make the inventory of Yugoslav debts
abroad.

~

/17.C0mpare: Naydan Pasic: Interests and Political Processes, (in
Serbo-Croat language), Komunist, Belgrade,. 1983.
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parties, each by itself, develonped independent and mutually con-

fronted party states.

Although all the elements aof the fFuture Yugoslav drama. ‘were
already on stage during 1970s, the system functioned ocwing mostly
to the effect of five Factors. First, with suppart of "his” party
and army, Titoc was an unquestionable arbiter in all pelitical
conflicts., Secand, in spite of growing economic crisis living
standard of Yugoslavs continued to increase during the 1370s.
Third, Yugoslav cammunism continued to enjoy great political le-
gitimacy. Fchth, in spite of mutual animosities, none of the Yu-
goslav fFederal units "was truly Jeopardized. Fifth, tensions in
the relations between East and West brought about by Soviet
Union’s intervention in Afghanistan and Yugoslavia's active role
on the glaobal (through the non-aligned - movement) and - Eurgpean
scene (through CSCE) worked cohesively.

None of these Factors outlived Tito, who died in May 1280.

Crisis of the eighties

During 15B0s three main elements of the Yugoslav model -~
self-management, federalism and non—élignment - began to gradu-
ally experience crisis, deepening the regime’s legitimacy crisis,
and exacerbating the differences between Yugoslav nationms and
ethnic minorities.

Problems in ecanomic relations with other countries, in par-
ticular the debt crisis, Fforced the Yugoslav federal government
in early 1SBO0s to introduce tight restrictive measures. Economy,
used to do business in quite different conditions, had difficulty
in adjusting. The immediate consequence was sharp Ffall in the
living standard of Yugoslavs, who again, after many years, had tc
cope with shortages and galloping inflation./18B. An attempt to
implement the programme of market-oriented reforms in the Ffirst
half of 1980s, contained in the so-called Long-Term Programme of

Economic Stabilization 1983), Ffailed because of resistance of

/18.In 1982 inflation in Yugosiavia reached 2 record-high rate of
nearly c500%. :




federal units that became autsnomous and wunpreparedness of  the
federal leadership to face the programme’s saocial consequences.
The programme cof political reforms in mid-eighties had similar
Fate. This has fully revealed 31l the weaknesses of the constituo-
tianal system af 1370s and teogether with increasingly apparent
inability of the Yugoslav political elite to reach consensus on
any major issue, undermined the legitimacy of the league of Com-
munists, and hence self-management, as the key element of the Yu-
goslav model.

"Polycentric statism” and declining legitimacy of the regime
during 1980s contributed tluwatd strengthening of nationalism and”
centrifugal tendencies in Yugoslavia. The first open challenge ta

post-titoist Yugoslavia came from ethnic Albanians, when less

than.a year after Tito's death mass demonstratioms breks cut in

Kosovao, demanding that Xgsovao obtains  the status of the seventh
Yugoslav republic./13. Althaough federal leadership reacted
sharply, seeing in this demard the First step toward complete
separation of Kasovo From Yugoslavia and its subseguent merger
with neighboring ARlbania, the problem could not be solved. Hore—
ogver, Albanian separatism only added fuel aon the fire of Serbian
discontent with constitutional saolutions of 1874, under which

Serbia de factoc lost control over both its provinces./20. 0On this

/18 .Underlying this problem is the conflict between Albanians
(constituting S0% of the praovince’'s population), who claim to
have ethnic rights, and Serbs, who claim historic rights an
Kosovo (the medieval Serbian state was established and in
1382 destroyed on this territory, by which Koscvc became  the
heart of Serbian national identity). More about the political
mavement of the Yugoslav ethnic Albanians see in: Mark
Baskin: Crisis in Kosovo, Problems of Communism, farch-April
13B83; George A. Harvalas: Albanian Irredentism vs. Serbian
Ethnocentrcism in: T. Couloumbis & T. Veremis: Yearbook 1385,
Hellenic Foundation for Defence and Foreign Folicy, Athens
1930; Pedro Ramet: Problems of Albanian MNatioconalism in Yu-
goslavia, Orbis, Summer 1981, and Elez Biberaj: The Conflict
of Kasova, Orbis, Autumn 1884. )

/80.From the first communist agreement about the future political
system of Yugoslavia (1%%3) Tito has followed Lenin’'s thesis
that in multinational states "the most dangerous naticonalism
is the one of the largest nation” and thesis of the Communist
International that "Serbian hegemony was the reason for fall
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matter the interests and viewpoints of Serbian communist elite
coincided with those of the Serbian intelligentsia (up until then
they were sharply canfronted), l=2ading to change at the top of
the Serbian party, when Slobodan Milosevic was elected to this
office in 19B7./21. Expressing the requests of Serbian nationa-
lism, Milosevic hecame the first Yugoslav communist leader who
openly opposed constitutional solutions of 1374, and thus the en-
tire Tito's political heritage./22.

Although leaders of other VYugoslav republics were probably
ready to accept to some extent the changes in relatidnship be~

tween Serbia and its provinces (which were carried out purswuant

of the Kingdom of Yugoslavia”. According to the opinion of .

contemparary Serbian intellectuals that was the motive of the
"weak Sarbia - strong Yugoslavia”. policy, which was con-
cretized by estabBlishment of autonomous praovinces (the only
in Yugaoslavia) on the territory of Serbia. The official ex-
planatiaon for the estabiishment of provinces was that it
would solve the problems cof Albanians (in Kosovo) and Hunga-
rians and some twenty-odd national mincrities (in Vojvodinal.
When in 1374 pursuant to constitutional provisions provinces
hecame "constituting elements of the federation” Serbia found
itself in an asymmetric positions in relation to "its” re-
publics. Neither in legislative, nor in executive, nor in Ju-
dicial aspect the Republic had any competence on the terri-
tory of provinces which, an the other hand, have been repre-
sented in the Serbian Parliament. Thus characteristic protec-
torate of provinces cver the Republic has been established,
saoa that the republic was reduced to so-called "Serbia
Proper”. Discontent of the Serbian communist elite with this
position became already expressed during last years of Tita’'’s

life in so-called “Blue book”. However, at that time Tito
hanned its publishing in Fear that Serbian naticnalism may
gscalate.

/2t . "Phenomenon Milosevic” represents certainly one of the most
important features of the Yugoslawv political scene during the
eighties, which definitely influenced Ffurther course of

events in.Yugoslavia. See more about this issue in: Propfile:

Serbia’'s Milosevic, Orbhis, Winter 1991, and series of texts
by 5. BDjukic published in the Yugoslav newspapsr Borba dwuring
Auguslt 1931 wunder the common title Slobodan i~ slobode

(Slabodan and Liberties).

/22.That would become the reason why many commentators felt that
S. Milosevic ‘was "the first Yugoslav politician who realized
that Tiio had indeed died”. _—
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ts constitutional changes in Serbia in 12883), the emergence of
Milosevic's supporters in another Yugoslav republic - HMonteneqro
- and change of HMontenegrin leadership have triggered the alarm.
The First reaction came from Slovenian communists, who openly op-
posed Milosevic’'s Serbia by supporting the demands of ethnic Al-
banians and opening scope for strengthening of the Slovenian na-
tionalism./23. In Crostia @and other republics reactions ranged
between reserved protest and search for common language with S,
Milosevic’'s ideas. Escalating nationalism in Serbia (which for
the First time in its history pursued separatist and "Greater
Serbia"” ideas instead of "uniiarist”, i.e. pro-Yugoslav view-
points) until the beginning of 1880s has caused the chain reac-
tion of nationalism of all Yugoslav nations. In view of the Ffact
that except Slovenisns, -all cthermebZdomes(oesticulariy S8TES

it is

almost 'impossible to draw ethnic borders in Yugaoslavia. Explosion

Croats /2%.2) live in diaspora, mixed with other nations,

of nmationalism in 13930 and 19381 in all Yugoslav republics, which

typically presented maximalist (/25.2 territorial claims, brought

/23.At that time Slovenia became the most liberal Yugoslav repub-
lic in which criticism of the Yugoslav communist ideclogical
inheritance grew louder and loudec. "Slaovenian spring” of the
secand half of 18B8B0s represents certainly the second major
step toward democratizatiaon of the Yugoslav society after
Serhian “"liberalism” of the end of 1980s. Resistance in other
parts of the country and strengthening of rightist forces on
the Slovenian political scene contributed, however, toward
prevalence of natiagnalists in this republic as well, so that
the chance was missed for Slovenian gpening to have more sub-
stantial influence on democratization processes in Yugosiavis
by the end of 13880s.

/e4.According to the 188t census only slightly more than 76% of
gll Serbs in Yugoslavia lived an the territory of Serbia,
while some 3 million Serbs lived on the territory of Bosnia &
Herzegovina, Croatia and cther Yugoslav republics. To some-
what lesser extent this was the case with Croats as well (22%
Croats lived in Bosnia & Herzegovina and Vo]jvaodina)l.

/25.Matching demands by Serbian nationalist “"that all Serhs
should live in one state” (which would encompass large —por-
tions of the territory of Bosnia & Herzegaovina and Croatia)d
are demands ‘of the Croatian natiormalists Far "Croatia within
its historic borders” (which would encompass the encire ter-
ritory of Bosnia & Herzegaovina, smaller parts of Vcjvodina
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abouwt mutual conflict of national programmes and growing chawvi-
nism. The fact that these processes coincided with the First free
multiparty elections 1in Yugoslav republics after World War I1
(1390 has huried hopes for the country’s democratization, be-
cause with rare exceptions some 250 newly Ffounded political par-
ties offered exclusively nationslist programmes, which differed
only by national affiliation and degree of militancy C(except
declarative support of ”"market and democracy” anly a negligible
number among them offered comprehensive programmes of ecconomic
and political reforms)./cE.

The third cornerstone of<Titu's model - non-aligned policy -
inspired confidence at the beginning of 139B0s. Aggravation of re-
iations between the US and the USSR after the Soviet intervention

in Afghanistan and Tito's firm resistanece to attempis by Eidel

Castro and the "progressive wing” to bring the movement into the’

"natural alliance” with the eastern bloc by the end of 1370s have

and Montenegro), Albanian nationalists about "Greater Alba-
nia” (including Kosovo and parts of Montenegro and Macedo-
nial), etc. Although these conflicts are not new in the his-
tory of southern Slavic nations in the XIX and XX century,
establishment of a common state represents until today the
only compromise solution which enables all southern Slavic
nations tc live within the same country. The only alternative
to this sclution in the XX century were armed conflicts ac-
companied, as =2 rule, by genocide of national minorities,
This was fFully expressed during World War Il in which 1.7
million Yugoslavs lost their lives, mostly in ethnic con-
Flicts and in concentration camps (the most famous gne was
Jasenovac concentration camp in the so-called "Irndependent
State of Croatia”, where accaording tao the US wartime intelli-
gence some 700,000 pecople have heen liquidated, mostly Serbs,
Jews, and Gypsies).

/25 .Because of resistance of republics, during 1930 and 1831 it
was impossible to carry out free multiparty elections for the
Federal parliament, which would be the only way to induce
representatives of different national and political options
to mutual 1linking and cooperation. This created a® paradox
situation in which the only market and liberal oriented po-
litical force in Yugoslavia - Prime flinister Ante Markovic's
Federal government and their political party - remained with-
out democratic electoral legitimacy, and hence without . tcue
power in the country. o '
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contributed to considerable internationsl credihility of non-
alignment. In gspite of that, non-aligned fziled in their effoarts
to set North/South relations an different grounds by  introducing
the "new internatianal eccnomic order” project. This has marked a
Final failure of the movement's efforts to expand their activi-
ties beyand the framework marked by Fast-UWest conflict to rela-
ticnships between developed and underdeveloped countries. When in
mic-eighties M. Gorbachev introduced new ideas to the USSR poli-
tics and thus set in motion irreversible changes in the entire
gastern block, the non-aligned policy started to lose its raison
d’etre. Yugoslavia’s efforts in 1983, when it became the chairman
of non-aligned, to start “"modernization” of the movement, never
went beyond bare rhetoric not only because of escalatian of the
Yugoslav crisis, but also. becauss cf ogverell marginalizzticn of
‘the international role of the Third World countries after the be-
"ginning of revolutions on the east of Euraope.

The last attempt to prevent the complete collapse of the
system, impending ethnic conflicts, and begin gradual transforma-
tion in Yugoslavia was made'bg Prime Minister Ante ﬂarkovic.. Al-
though in his inaugural address he mentigned building of a2 "new
socialism” as target of his programme, it was obvious that this
only served to calm down conservatives, while the trug aim was
radical transformation of the Yugoslav political, legal and eco-
nomic system toward market economy and political pluralism./27.
After his convinecing appearances on the domestic and interna-
ticnal scene earned him Western support, in December 1283 he re-
vealed his package of reforms, which partly contained measures

aimed at slowing down hyperinflatian (/28.), and partly measures

/27 .Markovic's reforms bhave in a way tried toc maintain the conti-
nuity of reforms of mid-sixties. This is supported by the
Fact that some creators of the latter (e.g. Kiro Gligorov)
have been included in Markovic's expert team.,

/2B.In this respect A. Markovic's programme relied aon ideas of J.
Saxs: devaluation of the national currency, its linking to
the German mark in relation 1:7, introduction of internal
canvertibility (until October 1830 Yugoslav banks have been
freely selling hard currency to citizens}, etc.
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aimed at long-term structural transformation.of the Yugoslav con-

stitutional and economic system. The initial results indicated
gualified success - inflation was reduced, Foreign-exchange re-
serves sharply increased to almost $10 billion, liberalization of
prices and same BOX of importis increased supply and destroyed mo-
nopolies on the Yugoslav market, during a yesr some 50,000 pri-
vate enterprises were registered, Fforeign investment reached
record high level compared with preceding 20 years, etc./29. In
the foreign-policy fField, Mr Markovic's government and Ffederal
parliament already since mid-1388 started sharp reversal ‘“toward
Curope” announcing his intention to make Yugoslavia a fFull member
of the Council of Europe, EFTA, 0ECD and associated member aof the

European Community./30.

. Social cansequences of Mr Markcvic’'s "shock therapy”, disso- - -

lution of the League of Communists of-"Yugoslavia (/31.) and first

- multiparty electicons in Slovenia and Croatia early in 1380 ° have

substantially changed the entire political environment, leaving
the federal government without political suppert. His belsted and

half-~way attempt in 1980 to establish his own party - Rlliance of

/29.For a detailed analysis of Ante Markavic's reforms see: De-
simir Guzina: Reform _of the Fconomic System and of the Sustem

of Foreign Economic Felaticns -~ From Administered tao Harket

Economy - From Closed to Open Economy, in: W. Richey et al.,
ibid., pp. 1l28-142.

/30.In Slovenia the loudest advocate of the "European oarienta-
tion” became the League of Communists,. which replaced its red
flag with a blue flag with yellow star, bearing resemblance
to the EC fFlag. ~Also, some of the most severe criticism of
the Yugoslav non-aligned policy came from this republic. They
pointed out that Yugoslavia has to abandon the Third World
and “join Europe”. During 13380 these ideas have been more or
less accepted by many other political parties in the country.

/31 .XIV Extraordinary Congress of the League of Communists of Yu-
goslavia broke down in January 1330 when Slovenian delegation
left the congress after the attempt of the Serbian leader 3.
Milosevic to establish "unity of communists on authentic ele-
ments”, Since the Croatian delegation was against the pro-
posal to proceed with the congress without Slovenians, the
Congress suspended its work, putting an end to nearly 70-
years long history of the Yugoslav communist party.
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Yugoslavia's Reformative Forces - Failed in the slections in four
remaining Yugoslav republics in the second half of the year./32.
First opsn attacks on M [ltarkovic’s reforms came from Sarbia,
which was particularly affected by them due to its "heavy” indus-
trial structure. Seeing in HMarkovic’'s policy the competition to
the League of Communists of Serbia C(which in the meantime changed
its name to the Socialist Party of Serbia) shortly before multi-
party elections in this republic press in Serbia undertook fierce
propaganda campaign against Ante HMarkovic. Not long afterwards,
however, even greater challenges to federal govermment’'s autho-
rity came from other Yugoslavrepubhlics - Slovenia and afterwards
Croatia and other Ywugoslav republics according to their one-sided
decisions ceased to pay customs and taxes into the federal bud-
get. "Run on bhanks” and mass purrchase of  hard currency_started in
Siovenia, Foreign currency was subsaquently transferred to banks
in neighboring pAustria, so that the govermment, Ffaced with
rapidly declining foreiyn—currency reserves, nad to stop freas
sale of Foreign currency and thus de fascto give up on  internal
convertibility of dinar. Féced with swubstantial deficit of the
republican budget, at the end of December Serbia issued nearly
$1.7 billion without federal gavermment's authorization. Escala-
ting mnatignalism, inter-republican conflicts, reciprocal economic
barriers and inahility of the federal government tc da anything
have eroded the reputation of Ante rMarkovic, who wuntil mid-1981
tried to preserve the main results oF the reform by resorting to
conservative monetary policy and extremely restrictive wuse of

modeet hard currency reserves./33.

/32 .Ante Markcovic has probably made a mistake when crgating his
gwn political party he became a direct rival to national par-
ties. Perhaps the model of the Spanish "Monkloa pact” (which
plaved the key role in transition from dictatorship to democ-
racy after Francol) could have been a better framework for po-
litical compromise. - Nevertheless, some feel that Ante
HMarkovic "could have hecome the Yugoslav Adolfoc Suares only
if there was the Yugoslav Huan Karlas”.

/33.About $4%.5 bn by the middle of 1991. Already in April 1881

severe restrictions have heen introduced on the right of ow-
ners of foreign-currency accounts to withdraw their deposits
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Disintegration aof the League of Communists of Yugoslavia,
failure of Ante Markovic’s reforms, laoss of authority (and true
power) of fFederal institutions and blockade of multiparty elec-
tions for the federal parliament by republics who became au-
tonaomous resulted in a situation where the Yugoslav Peoples’ Army
remained as the last federal institution. As long as the Yugoslav
federal Presidency (eight-member organ consisting of representa-
tives of all republics and provinces) seemed to perform normally,
the army mainly remained ocutside political conflicts, However,
when in May 12831 Serbia and Montenegro refused to consent to the
election of the Croat Stjepan: Mesic to the cSFice of the Presi-
dent of the Presidency (/3%.), the Army remained without politi-

cal controi. This has created a political "vacuum” wiich the army -

fFamed when after the proclazmation aof soversignty of -Slovenia  and

-Croatia on June 25, it was ordered by the federal government to

"reestablish legal order an the western boarders of Yugaoslavia.
This has set the sceiig for the Yugosiav tragedy and civil

war that followed in suhsequent months.

From Lenin to Self-Management and Back

Considering a broader perspective, one may canclude that the
development of the Yugoslav model of “self-managed socislism”
Followed the logic of development af &all communist societies,
showing undoubtedly the results and limits of this form of social
organization. In this respect cne may identify Five main stages,

which show that the Yugoslav medel, in spite of its numerous

from Yugoslav hanks. Hcocwever, very few banks were actually
able to meet even these restricted obligations toward their
clients, so that foreign-currency deposits in Yugoslav banks
(same $12 billion) have heen practically confiscated in spite
of guarantees given by federation. This has completely de-
stroged the citizen's confidence into the fFinancial system
and federal government.

/3% .0ne of the reasons for this was his statement that he “will
be the iast President of Yugoslavia”.
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cspecifics, in essence remained within the Framework of the Leni-
nist model of socialism./35.

First, in Yugoslavia as in other socialist countries people
became gradually aware that this model has definitely exhausted
its development potentials and became an unsuwurmountable obstacle
which has to be removed in arder to overcome growing structurzal
crisis, and society become involved in contemporary civiliza-
tion's processes./36. Compared with the Soviet Union, China and
other communist countries, Yugoslavia was specific mainly in that
it fFirst faced this preblem in the fForeign-policy area, when it
left the block of communist countries, which triggered the
thirty=-uear long process of reforms. Only in late years of Titc's
life and, in particular, after his death, the system definitely
failed a2nd this .happened. in the very woment whap _thesse | processes
have spread. through all European communist caountries.

Second, in-Yugoslavia, as in ather communist countries, the
way out of the crisis has been sought in market econciy and plu-
ralistic democracy. Unlike other communist countries, who decided
to undertake theses changes hctivated primarily by internal rea-
sons, impetus For refeorms in Yugoslavia came from abroad, 1i.e.
from need of the country to adjust its internal development first
to the strategic alliance with the US and Western Europe, and
then to its new non-aligned policy. In this respect caommunist Yu-
goslavia, until the maost recent wave of changes in Eastern Eu-
rope, has probably done the most.

Third, reforms in Yugoslavia between 1950 and 1380 proved
that "repairs” i.e. half-way reforms of state socialism cannot
change its structural Fflaws., In spite of numerous reforms the

system remained essentially the same, burdened hy all weaknesses

/35.A hroader comparative analysis of reforms and disintegration
of the Leninist model of communism can be found in: P. Simic:
Change in Sgocialist Countries: Contents and Prospects, Jour-—

Seoul, 18980, Uol. 19, no. 2,

nal of East and West Studies,

pp. 11i-130.

/36 .Compare: Janas Kornai: Econcmics of Shortage, Narth Hcllaﬁd,
Amsterdam 1380. .. ..
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Faced over the past Four decade by the Soviet Union, China and
gther communist sgcieties.,

Fourth, inconsistency of econaomic and political changes,
which as a rule stopped when they disputed the system’'s main
premise - uﬁlimited power of the communist party - caused the
crisis of reformative programmes and their ultimate abandonment.
Even modest attempts of changes, after initial success, raised
numerous problems which the communist system was unable to keep
under control (inflation, mass bankruptcies, rising unemployment,
excessive investments, increasing internal and foreign debt, loss
of controli over macro ecanomic processes, accelercted widening of

social and regional differences, growing opposition to regime,

eruption of nationalism and separatism, etc.). This would trigger

the chain reaction, because after: micro economic reforms it was

necessary to carry out macro economic reforms, and then legal and

other reforms and ultimately raise the guestion of political
changes, i.e. demolition of the monopoly of communist party’s
power. Progress of reforms inevitably eroded the system, while
attempts to keep changes within its framework deprived market
mechanism of its true meaning. In Yugoslavia this was ungquestio-
nably demonstrated by abandonment of reforms in mid-sixties and
Failure of reformative programmes of 1380s. In essence, the rea-
son for failure of market and democratic oriented reforms was
structural incompatibility of the communist and market-pluralis-
tic forms of social organization. .

Fifth, the crisis of the model and failure of attempt tao
transform it caused the Final crisis af the entire system which
in Yugoslavia as well as in other European communist countries
Fell apart hy the end of 1SEC0s and beginning of 1350s. The entirce
history of reforms in these cowntries proved that the system can-
not be changed but instead has to be replaced.

Collapse of the League of Ccmmunists and communist ideclogy
in Yugoslavia did not, howeQer, bring about the collapse of the
system, which continued to exist with wunchanged symbols in the
form of numercus nationalisms. Thz whole system of political mo-

bilization, indoctrination and collectivism, as well as most mem-
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bers of the Former cammunist elite quickly adjusted to new condi-

tions. Unwilling to undertake true changes, and in face af rising
gcaonomic crisis, social ﬁrntests and incraasiﬁg intsllectual con-
fusion, new political forces could maintain their position anly
by persistent escalation of ethnic animosities and political mo-
bilizatian on natiomal grounds, which inevitably led to open con-
Flicts between nations. Thus in fact the former totalitarism was
replace by the new national togtalitarism. However, numerous wvital
political institutions were destroyed, as well as mechanisms
which kept together the "second Yugoslavia”, releasing centrifu-

gal forces which brought the country on the brink of total civil

war .
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Hanspetcr Ncuhold

THE EUROPEAN NEUTRALS FACING THE CHALLENGES
OF THE POST-COLD-WAR ERA

The recent fundamental changes in Eastern Europe and as a
result in East-West relations have reversed the main
preoccupations and the foreign policy priorities of the
neutral states of Eurcpe (Austria, Finland, Sweden, and
Switzerland}).

1. Previously, their prime concern was the military situation
in Europe. They were less afraid of an isolated attack by one
of the blocs then of the likely spillover of a major armed
conflict between the twu alliances. The neutrals also had to
worry about lagging behind more and more in the continuous
arms race between the two superpowers and their allies. Arms
contrul aygreements concluded during the Cold War 4id by and
large little to stop, let alone to reverse, that competition;
they even channelled it in a gualitative and therefore
destabilizing direction.

These anxieties have receded into the background. On the one
hand, an armed confrontation between the two blocs can today
be ruled cut for the simple reason that one of them, the WIO,
has been dissolved. Nor do its former members show any desire
to set up a similar institution in its stead (the Soviet Union
- or Russia - will, however, remain a major military power).

TO make matters better for the neutral states of Europe, the
CFE and STAR(T) Treaties are not just windowdressing, but
will, if ratified, considerably increase security con the 0Old
Continent by establishing lower conventional and strategic
nuclear balances between the contracting parties. Unilateral
announcements by the Presidents ot the two military
superpowers concerning the destruction or withdrawal of
tactical nuclear weapons and other disarmament, arms control,
and tension-reduction measures, as well as the ongoing
negotietions in Vienna on troop cuts reinforce this welcome

development.

On the other hand, this is not to say that permanent peace has
"broken out" in Europe. The previous scenarioc of a major
showdown between NATO and the wi0 was bound wreak havoc on the
entire continent; for the same reasocon, however, the likelihood
thet it would actually materialize was considered very low,




provided the two sides behaved raticnally. Conversely, the
main present threat of limited internal or international war
is characterized by less disastrous consequences but higher
probability. In peoint of fact, unsettled cthnic scores and
territorial claims from the past, as well as new conflict
potential, abound in Eurcope, especially, but not exclusively,
in its Eastern part.

For the Eurcpean ncutrals this state of affairs means that
armed neutrality has not become obsolcte. In particular, this
lesson was driven home to Austria by the recent tragic events
in neighboring yYuyoslavia during which Yugeslav ajircraft
violated Austrian airspace and Austrian troops were deployed
along the country's southern border as a precautionary
mcasure. The task the neutrals face just like the other
European states is a restructuring of their armed forces
according to the "leaner but mcaner"” formula, i.e, increased
mopility and modernization, while at the same time cutting
troop numbers. An example is provided by the sSwiss concept
"Army 95" that envisages a reduction in mobilization strength
from 625,000 to some 400-450,000 men but simultaneously
stresses the higher flexibility of these remaining forces.

2. Until the late 1980Us, the neutrals felt that they had coped
with the problems of (West) European integration as members of
EFTA and by entering into free-trade agreements with the EEC
and the ECSC in 1972/73. The new dynamics infused into the EC
in the wake ot the 1986 Single European Act ralsed the
increasingly alarming specter of growing discerimination for
non-members. For a while, the three-level "global appreocach",
2s it was called in Austria, seemed to offer an adeguate
solution: arrangements between the EC and EFTA members as a
whole, bilateral sectoral agreements between the Communities
and individual EFTA countries, and the autonomous
implementation of EC declsions by them.

Austria was the first EFTA member state to realize that this
formula would not accomplish its declared objective of full
participation in the substance of the Community's internal
market. Austria therefore decided to "go it alone' and applied
for EC membership in 1989. Faced with economic difficulties
like Austria several years carlier, Sweden followed suit in
July 1991, After the successtful conclusion of the negotliations
cn the Eurcopean Economlic Area (EEA4) in October 1991, Swiss
Foreign Minister Rene Felber announced - to the surprise of
many observers - that his country would also seek admission to



the Communities at a date yet to be fixed, Finland, where a
debate on joining the EC is alsc going on, ¢an be expected to
take the same step in the foreseeable future. The EEA will
thus only be a tramsitional stage for most EFTA countries on
their way to full membership in the Communities. :

The crucial next move now lies with the EC. Its fesponse to
the applications by the necutrals will in turn depend on its
decision concerning the creation of a Political Union and
military cooperation/integration. The most severe quandary for
the neutrals would be caused by a European Defense Community
with mandatory participation of all EC mempers in some kind of
alliance or collective securify system. However, some existing
member states are likely to object to such an ambitious scheme
50 that optional military cooperation, most probably within
the WEU, seems to stand a better chance of success.

In its "avis" on Austrian membership issued in ngy 1991, the
EC Commission came to the conclusion that Austria was a
uniguely qualified candidate in economic terms. Its accession
would be a gain for the Community. However, the EC also raised
the neutrality issue. Whereas Sweden remained silent on the
matter, Austria had stated, in its application, its assumption
that as an EC member it would still be able to live up to its
neutrality okligations and to continue its neutrality policy
as its specific contribution to peace and security in Europe.

In light of a narrow interpretation of the proviéion by the
Eurcpean Court, the "avis" rejected the Austrian reference to
Article 224 of the EEC Treaty as a solution to the problem.
This Article exempts member states from their Community duties
if, among other things, they fulfill obligations undertaken
for the maintenance of international.peace and security.
Austria argued that its neutrality served this purpose and
entailed obligations envisaged in Article 224.

The Commission rather calls for a new detinition by Austria of
its neutrality or an exception from the Treaty embodied in the
instrument of accession. However, it also points out that the
prokblems caused by Austria’'s neutrality should not be
insurmountable in the negotiations on admission.

The EEA will, in the main, extend the four freedoms of the
EC's internal market to the EFTA members whe will have to
accept the "acquis communautaire", viz. the rules and
regulations adopted by the Communities in the past. It remains




to be seen, however, whether the EEA Treaty will ultemately be
ratified by all parties concerned. The need for a referendum
constitutes a particular obstacle for Switzerland; approval of
the EEA by a majority of the Swiss voters and cantons is
anything but a foregone conclusion. The negative outcome of
the referendum on UN membership in 1986 does not augur well
for the popular vote on thc EEA. '

3. In the past, East-West relations were ofteiu so strained
that the neutrals had to weorry that their "bridge-building"
services (good offices, mediation etc.) would not be wanted by
the conflicting parties. They nevertheless managed to
contribute to the prcservatioﬁ and strengthening of détente
between the two blocs. In particular, they played a useful
role within the N+N group in the CSCE process, above all
during the Madrid Follow-Up Meeting which could be called the

"heroic" phase of the group. i

Today, the N+Ns are faced with the opposite problem: relations
between {former) adversaries are so good that théy may not
need third-party assistance. Furthermecre, disintégration
trends manifest themselves not only within the blocs (cne of
which has already fallen apart completely) but also within the
heterogencous N+N group. Its commcnality of intefest was, in
fact, limited to the mailntenance and promction of East-West
détente and the need to join forces if the voices of its
members were to be heard and listened to by the blocs.

In the future, apart from the EC, various issue-oriented
political ccalitions and groups of neighboring countrles are
1ikely to replace the rigid structures of the past in a more
complex and possibly confusing new European system. The Nordic
Council and the Pentagonalc/Hexagonale are relevant examplies
from the point of view of the Eurppean neutrals.’

4. To further complicate matters for these states, the
compatibility between (permanent) neutrality and participation
in the UN system of collective security has ceased to be a
mainly academic issuec, due to the recent rapprochement between
the permanent members of the UN Security Council after the end
of the Cold War. Although the military action against Iraq did
not constitute collective securizy enforcement measures in the
strict sense, it confronted Austria in particular with a grave
dilemma, because pustria is the only European neutral whose
neutrality is placed on a legally binding foundation and who
is a member of the United Nations., It is rather doubtful
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whether the principal Austrian reasoning aimed aﬁ sguaring the
circle, viz. that UN military sanctions do not léad to a war
as defined unde: classical international law in which the
obligations of neutrality would have to be complied with, but
amount to mere "police measures", is tcnable in the long run
in a gcnuinely funclioning collective security sfstem.

5. The most fundamental guestion Lhe neutrals aré confronting
concerns the abondonement of their status. On theé one hand,
the end of the Cold wWar brought about the disappéarance of
their primeg "conflict of reference"” and thus the?loss of their
main function. It should also(be borne in mind téat neutrality
is not an end in itself but a mecans to achieve higher
political objectives, first and foremost the maintenance of
the independence and the protection of the territorial
integrity ot the country concerned. This means-eﬁd
relationship is expressly stated in the AustrianiNeutrality
act of October 26, 1955, . '

+

.

On the other hand, it ought to be pointed out again that
limited armed contlicts - in which neutral stateé could play a
constructive role - have by no means been banned; neither from
Europe nor the rest of the world. Morecver, neutfality has
become part of the political culture and is evenisaid to be a
teature of the national identy ot the European neutrals,
including the latecomers to the "exclusive club"; Finland and
Austria. The termination of neutrality would tne%etore give
rise to serious domestic political (and legal) difficulties,
cspecially if a referendum 1s required for irc. Aithough the
"purist" Soviet position on neutrality has recently mellowed
considerably, international problems could also arise, in
particular for those states whose neutrality is anchored in
international law. |

Conseguently, it is tempting for a neutral to avéid an
"agonizing choice" by claiming to simply adapt néutrality to
changing circumstances whenever it deviates from!established
neutrality rules and practices. However, such i
"reinterpretation" of neutrality, tor example be!restricting
it to the two military obligations laid down in #rticle 1,
paragraph 1, of the above-mentioned Austrian Neutrality Act
{non-membership in military alliances, refusal t? allow
foreign military bases on neutral territory) sho@ld not be
stretched too far. Neutrality ought not to be transformed into
the opposite of its traditional essence, for insiance oy
rermitting neutrals to take part in wars for a "?ust cause".




Rather, it would be more honest and politically wiser to admit
that neutrality has served i1ts purpose and abandon it at a
certain point. f

6. Finally, it is not yet guite clear whether the neutral
states of EBurope are an "endangered species” on their way to
extinction by joining an EC with a joint foreign  policy and
comnen defense systiem sooner or later, or whether neutrality
is an attractive option for other countries.

The debate on adopting neutrality has receded into the
backyround in East Central Europe, as it is no longer relevent
for the countries concerned as an offer to obtain Soviet
consent to their withdrawal from the WIO and the CMEA and for
moving closer to the EC. However, the refusal of .NATO to admit
Czecheslovakia, Hungary, and Poland and to extend its
protection to them, as well as the awareness that their EC
membership is still a long way off, may reopen the discussion
on how to £i1ll the security vacuum in the regioni

It is also interesting to note that in its moves ' toward
independence and especially toward its own armediforces the
Ukraine has announced its wish to become neutraléin October
1991, However, what exactly Ukrainian leaders mean by
neutrality remains to be seen. In a similar vein, President
Landsbergis ot Lithuania announced the month before that his
country wanted to pursue a policy of neutrality. iHe added at
the same time that Lithuania aimed at a common defense policy
with Latvia and Estonia. If Landsbergis re;erredfto an
alliance, this project would be contrary to one Of the "hard
corc" principles of neutrality. -
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Speaking in Liskon, it would be no exaggeration if one were to say that :the
events of the last few years for the neutrals have had effects not unlike those
of an earthquake - the very.foundations of their policies would seem to have
collapsed with the enddiof the Cold War and & new Europe emerging that is integ-
rating from the Atlantic to the Urals. Whether this latter phenomenon is really
what we are witnessing is perhaps still somewhat debatable but we are mbnétheless
being confronted with a Europe that now seems so different that the neutrals
are compelled to reconsider their policies and positions in a way they have
net had to do since 1919. For at least one of the Eurcpean NN-countries the
\
|
|
|
|

erd of the Cold War has had catastrophic consequences - Yugoslavia.

In Furope pre-1989 the neutrals saw themselves - not without reason -

as bridgebuilders, barriers and buffers - as useful, rational, virtoous .and

secure. In the new Europe all of this is open to question. Alreagyhn 1989,
Austrian Chancellor Vranitzky made the profound cbservation that "Nobody
lives on a bridge" - and the doubts have been growing ever since. The
question now seems less whether neutrality is compatible with participation
in Buropean integration than whether "security" in any meaningful sense

can be found outside.: or on the sidelines of an integratiﬁg Europe.
Under the rules of the Cold War system, the neutrals pursued alcofness from
the East-West confrontation, keeping their territories fortified places

or sanctuaries denied both sides in the conflict. Security was found in
"alleingang”; in the Europe now emerging security is supposedly defined

in terms of cooperation and participation - security is common rather than

national. The strange logics of the matter is that the neutrals, the
'Alleingidngers"”, were the ones pursuing these notions of "common security"
- and that they are how, somewhat hesitatingly,facing the consequences of
their thinking.



What has to be recognized is that the neutrals have experienced a process
of Europeanization stretching over some fifteen years - since the beginning
of the Helsinki CSCE dialogue in 1975. Participation in the Buropean Con-—

ference on Security and Cooperation gave the neutrals something which they

really did not have before - a policy on Europe and on European security.

The effects were revolutionary. In the first years of the CSCE there was con-
siderable hesitation among the neutrals about the scope of the process and
about their role(s) therein. With the Stockholm conference 1984-86 their
usefulness had become almost dramatically apparent. With the Paris Charter
of November 1990 Europe was already entering a new phase where this useful-
ness appeared something largely of the past - but the neutrals having now

on the other hand discovered that they had become BEuropeans. It was no

longer conceivable to think of security outside of a common, European

framework. "Alleingang" in the old sense had come to an end.

The Eurcpeanization of the neutrals is now entering a second phase where
security in the old "metalic" ' sense seems replaced by a much more complex

challenge - that of the BEuropean Community. Europeanization is certainly

not a challenge only for the neutrals. In the EFTA context it is worth
noting that the neutrals - at least in their own minds - seem to have far
less problems with Commnity membership than do the NATO members of the EFTA
group, Iceland and Norway. Austria and Sweden have already applied for mem-
bership and Finland is currently expected to follow in the spring of 1992.
What is then left cf neutrality?

Iet us first observe that the interpretation of the current Eurcpean situa-

tion is not identical among the Central European and the Nordic neutrals.

While the Central Eurcpean view appears conditioned by the dissolution of

the Eastern Bloc and the emergence of new security problems - Yugoslavia,

the return of aggressive nationalism and of old, bad history - the Norther-

ners maintain that nothing has really changed in the Strategic North: In ‘
Central Europe everything has changed and neutrality in the Cold War |
sense makes no sense, in the North there is still the Kola peninsula, i
US Maritime Strategy, air borne and amphibious dangers and a continuing I
confrontation Between the two military superpowers. Here, neutrality

still makes sense as a national security policy aimed at reassuring both
parties that neither will have access to Finnish or Swedish territory.

The Nordic view does not exclude understanding of changes on the Eufopean
continent but there is a deep concern with Soviet and Russian developments
which could make the Nordic neighbourhood a very windy place.




Despite the particular Nordic perspective terminology is changing. when

the new Swedish government presented its programme to the Swedish parliament
the word neutrality was not used - the term was non- or,perhaps more correctly,

not-alignment ("alliansfrihet"). There is still a"hard core" unaffected

by the changing Curopean landscape: Swedish security and defence remains

a national concern, alliance membership is inconceivable. How the lines will
be drawn, for example in terms of security cooperation, peace-keeping or
even peace-enforcement operations within a developing and uniconizing European
Community of which Sweden now plans to be a member, remains to be seen -

when we reach these bridges.

"Neutrality" has been far more than a specific government policy - it has
been a part of the identity of a group of European countries, each unique in
its historical experience. "Swedish" and "neutral" have been thought of as
synonymous. Historically, however, Swedish foreign policy has had two com-
ponents in the 20th century: on the one hand, "Alleingang", national defence

and neutrality; on the other hand, international solidarity, as defined

most explicitly during the LeagueFf Nations years of the 1920”s - when
"neutrality" was quite clearly seen as a fall back or reserve position. En-
tering a new world, post Cold War neutrality, would thus not necessarily
be against the traditions of Swedish foreign (and security) policy.

We are now in a phase of transition from the Cold War order to something
else, we do not quite know what. This is also a pericd of education - both
fer the neutrals and for those aligned (or formerly aligned). An ironic
twist of the developing relationship between NATO and the former East
Eurcpean seems the possible creation of a "forum" or "council" for the
former enemies - while the néutrals will stay outside. In that sense,

to be outside this possibly new NATO mechanism would define the continuing
status of the "neutrals". How this will be combined with the developing
CSCE structure and a future European architecture is another of the

growing number of uncertainties with which not only the neutrals are con-
fronted.

The Gulf war - in which the European neutrals hardly played a distinguished
role - challenged old thinking also among them; in the Swedish debate

there was a tendency to talk about neutrality and about "parties to a
conflict" despite the fact that this was a conflict between the UN, the

latter,

international community, (an t the ¢ party" had no legitimate

case at all.




Eurcopean neutralities have different roots. Swedish neutrality has never

been understood as permanent in the sense that neutralities guaranteed through
international treaties could be said to be. The Swedish position.was always
seen as something for Sweden itself to define. If permanent neutrality is

not the case then neutrality has to be defined in relationship to something.

Here the issuve in the North has been and still remains strategic stability.

And this is not seen as incompatible with integration and the common

interests and security of a widening and deepening Community.

What remains to be discussed is whether the present Furopean situation -
or conceivable developments arising therefrom - could entrust the European
neutrals, to the extent that they still see themselves as such or are seen

by others in that way, with particular tasks in the building of a new European

security order. The Swedes and the Finns are likely to see themselves as
having a special role vis-3-vis the Baltic republics - which is again ironic
given the past history of Russian-Swedish/Finnish fighting over these

same lands. Investment and aid programmes will be forthcoming from the
Nordic countries to the Baltic republics. Whether there is a similar neutral
role in Central and Eastern Europe is more doubtful. In the Balkan context,
re Yugoslavia, Austria is less likely to be seen as neutral. The possibili-

ties remain to be analysed for special neutral roll-acting.

In the early phases of East and Central Eurcpean emancipation from the
Stalin empire various scheHSgefggggeaggg cordon sanitaire from the North
Cape to the Black and Mediterranean Seas that would include both the old

neutrals and a growing number of new neutrals, including all of the Warsaw
Pact except the Soviet Union, . ..  With the desintegration of the
Soviet Union itself, further candidates would seem possible to identify.
Enthusiasm for this grand scale neutralization project seems, however, at
least in the Swedish discussion, to have faded, the new project instead

being based on the idea of an ever-widening Community.

Our main scenario for the future, whether in Brussels, Stockholm or Vienna,

remains a European structure centered on the "Community" as a dynamic

concept. In an all-Furopean integration process “neutrality" can only

appear a temporary device, part of a transition regime as a means of

reassurance and confidence-building until that moment comes when we are
ready to dispose of the old insurance policies. We must, however, also

think in terms of alternative scenarios - different Europes - without that

thinking preventing us from working full strength for the success of the
integration process. Here, there may remain a Hamlet-like dilemma for

the neutrals - old thinking to be overcome.
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Maciej Perczynski

THE EURJPEAN POLICIES OF EASTERM AND CENTRAL

EUROPEAN COUNTRIES

The collapse of socfalism in' the countries of Central and Eastern
Eurcpe is undoubtedly the most important historical event of the close of
the 20th century. It is a fact of not only national and regional, but also
worldwide significance. Though it Is still hard-to say how the gap left by
the disintegration of this system will be filled, one thing is obvious: It
spells the rise of a totally new pattern of international interdependences
on all three of their planes: the political, the economic and the military.
The consequences of this process are likely to vary through time. In the
long run there will probably emerge a completely new world order with the
dimensions of & whole new era in history. But in the intermediate periocds,
we might' well witness developments that threaten to destabliize and
disorganize iInternaticnal reléticns rather than produce stabie conditions.
The qualitative change that has already taken place in the structure of
international relations {s that the fall of the socialist system marks the
end of an epoch of International security based on East-West confrontation
and military equilibrium. The confrontational system of international
security is clearly eveolving towards e ca'o'perat:lve sysiem.” An immediate
possibility of military confrontatiion between East and West has ceased to
be tHe chief beering iIn queéts for institutional formulas that can help to

ensure world peace.

But have these new circumstances made the.world a safer place? There
i1s no question that the risk of global confiict has now been largely
eliminated. On the other hend, it {s evident that the chifef source of
threats has shifted from the sphere of international relations (especially
at the global level) to that of regilonal, local and national dangers. Here
the changes In progress are creating areas of contradiction and conflict
that are by ro means isolated from the configuration of world relations.

Particular attention should be drawn to the following elements in the new

situation.




First, the new system of cooperative security now taking shape Is

incapable In the short term of creating the necessary Instruments of
cooperation. Lack of compatibility between economic systems, an obstacle
that cannot in the nature of thir}gs be removed overnight, means that in
the sphere of economic cooperation (and this has to form the material
substance of a cooperative security system) no rapid and radical change
can be expected. The old nexus of ties has ceased to exist; a new one has
yet to arise iIn its place. As a result is that the scale of cooperation
between the two segments of the world system known as East and West s
contracting rather than, as it should be, expanding. This {s also due to
downturns in economic activity and recession In the postsocialist countries
that have nothing to do with the pattern of world. relatifons, but are an
fnevitable by-product of systemic transformations and part of their sccial
costs. In these circumstances the historic breakthrough in the sphere- of
political rapprochement between Eastern and Western Europe goes hand in
hand with a further deepening of the economic gulf beiween the two halves
of the continent. This widening East-West gap could seriously jeopardize
progress in the sphere of political rapprochement since it is a sui generis

source of potential conflict.

Secondl}, the systemic transformations in Central and Eastern Europe,
although proceeding In the right direction and of historic significance,
are growing ocut of a badly devastated soil. Leaving aside any attempt to
draw up an overall balance sheet of the past forty year;s in Central and
Eastérn Europe, one thing can be salid beyond all doubt: the socleties of
these countries have been profoundly crippled by the system under which
they lived and which was not of their choosing. As well as triggering an
explosion of freedom and opening up prospects of building a democratic
system the fall of socialism also brought to the surface of social life all
the things which had been kept firmly suppressed.beneath £he carapace of
totalitarianism and its ideclogy. Thus along with such noble {deals as
constructing® a civil soclety end plans for creating a system of social and
economic relations measuring up to the achievements of contemporary
civilization, there have slso appeared programs and ambitions that are a

contradiction of the aims that inspired the overthrow of the old system.=

[




A typical example is the violent resurgence of nationalist, xenophobic

and, not Infrequently, antisemitic tendencies. I[n this same category
belong populist currents of irrational egalitarianism and ideclogical
and religious intolerance. It would of course be an oversimplification

-~

to say that all these phenomena were engendered by the old system and

. that the new conditions only brought them into the open. Nevertheless

there is no disputing the fact that the severance of Eastern and

Central Europe from the mainstream of civilizational progress in the

world created a congenial soil for the germination of various social
deformities. The notorious dissonance between profession and practice
typical of totalitarian idecloglies was perfect nourishment for the
growth of such deformities. Central and Eastern Europe is not the sole
breeding ground of all sorts of ailments of "the sccial organisam nor
does a democratic system automatically mean thelr eradication by demo~ . - .-
caritc means. So their emergence at a time of systemic transformatloﬁs
need not in itself have been a cause for concern. What s immensely
disturbing, however, is that the impulse has come from a deterioration
in the living standards of a vast majority of society, polarization of
levels of life and growth of income disparities. This ls a situation
which fuels moods of popular frustration and encourages phenomnena
which in normal conditions would remain marginal but {n the context of
the changes in progress could deveiop into social movements capable of

destabilizing the process of systemic transformations. The threet here

'doeévnot come in the flrst place from forces associated with the old

regime (the new populism 1Is invariably anticommunist), though they,
too, are not averse to making what capital they can. It may be that my
judgement of these processes is too strongly coloured by the situation
in Poland where the victory in the 1990 presidential election of the
demagogic populist Tymifiski over Tadeusz Mazowiecki, the legendary
leader of the purest current of the Sélidarity movement, and the
incredibly primitive and antediluvian views paraded by some of the
parties competing in the 1991 parliamentary election are symptoms of a
trend which |s already alarming and could become even more dangerous
in the future. The destabilization of Yugosiavia {s en example of an

attempt to deal by force with problems of a different kind but these,




too, have their source in the legacy of the old regime which left the

nationality question unresolved.

[ feel it 1is essential to draw attention to these two factors
since the contribution of the countries of Central and Eastern Europe
to the shaping of a new Europe and a new world order will depend on
the extent to which the obstacles described above can be overcome
They have less to do with choice of long-range strategic options
(since that cheolce has in effect already been made) than with thel
ability to surmount the barriers to attainment of these strategit
objectives. These couid interfere with or even,wholly'destabilize.the
course of systemic transformations. Each of the countries concerned
has in this respect its own traditions and {ts own specific short-term
goals.® That makes it hard to talk of any common European policy
'purSued by these countries or of a common attitude fo the creation of
a new world.order. If, however, we pass over the Soviet Union whose
problems add up to a major political, soclal and economic topic In
themselves and try to pinpoint the main bearings in the pollicies of
the countries of Central Europe which will determine their place in
Europe and the world it seems possible to single out a number of
strategic tasks with which these countries will be confronted in their
drive to consolidate the positive trends In the process of changé and
secure a strong position in the emergent system of regional and global

relations.
““Among these tasks the following stand out:

1. Acceleration of systemic transtormations as a precondition of

stimulation of economic growth and construction of democratic

soclial and government institutions;

2. Shortening of the route to the European Communities;

3. Ensurence of a proper place in the international security
‘ system and especially {ts military structures; ‘

4. De}elopment of an appropriate system of subregional ties and

broader participaticon in the world economy.

1. Acceleration of systemic tranbsformations. Acceleration and

radlcalization of reform are now the watchwords most f{requently



invoked by all political forces in the postsocialist countries. That
is understandable since the lack of wvisible progress towards the
changes for the better promised by the new governments are the chief
spource of popular discontent. With the benefit of two years hindsight
it is clear that the difficulties Involved in systemic transformations
have turned out to be miuch greater than anticipated. They have been
encountered in a large number of areas. Here [ will focus only on
those that are directly connected with the international soctal end
economic ties of the group of countrles in question. The most serious
logjams appear to heve arisen in the sphere of changes in the property
structure,” These of course are the decisive factor in making systems
compatible and'so forming new international interdependences. First
and foremost, it has been found that privatization cannot be carried
out as swiftly as nationalization was in the past. All that was
required in the latter case was a single plece of legisiation, whereas
effective privatization or even reprivatization entails a lengthy
process of construction of a capital market, creation of new
menagement structures and a new banking, financial and credit system.
It is, therefore, a process which, though central to economic policy,
cannot be forced through precipitately. ‘In the light of this all
schemes for a one-off distribution of property among the public or
free issues of fictitious shares and securities are aemagogic gimmicks
which, {f followed through, could only lead to chaos and deep regress
iﬁ economic development. Moreover. the process of privatization cannot
be made subject to one-sided ldeclogical options since there is then a
danger of losing sight of what {s still ‘the dominent feature of the
present structure of the economy. By this [ primari{ly mean the public
sector which in the new conditions has been pushed into & situation of
complete rundﬁwn and collapse. In the period of systemic transforma-
tions 'public sector' cannot be treated as a dirty word or there will
shortly be few assets left that are still privatizable, The public
sector cannot, unfortunately, be 'abolished’. That was done in the
past with the private sector and, though even easier, the consequences
in the final analysis were disastrous. One has, therefore, to agree

with the warnings that inordinate acceéleration of ownership changes
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will Indeed produce capitalism — but with a bolshevik, not human face.
In an o;erheated political atmosphere commercialization of the public
sector as a preliminary but Indispensible phase of privatization Iis
having a very uphill passage, falling foul of the difficulties that
are always produced by a state of uncertainty and lack of prospects.
Acceleration of change should, therefore, be chiefly a matter of
developing a sound platform for stimulating economic activity in all
sectors so that privatization can go forward in a context of develop-

ment, not degradation, expansion not recession.

Another field in which the lessons of the past twc years offer
food for thought is the functioning of the market under conditions of
systemic transformations. This {s a sphere in which we still seem to
be harbouring many unjustified illusions which i1t 1is time to start
shedding. It {s now takenfor granted that a mark&i is an Indispensible
condition of effective systemic transformations.® Soclalism tried to
manage without one. History has demonstrated that economic development
can dlspense with socialism, but not with a market. The creation of
market relations. in the majority of the postcommunist countries of
Central Europe represents, therefore, a historic breakthrough for the
first period of systemic transformations. In Peoland that was done
radically: by drastic and painful, but effective shock therapy. It is
now coming in for increasingly widespread criticism and repudiation of
Balcerowicz, ‘the architect of Poland's market reform, has become
slmost the done thing. I do not subscribe to this criticism, though I
would 'be reluctant to recommend such shock treatment as a universal
remedy. In Poland it was feasible because a radical overhaul of price
structures and Incomes policy was undertaken in a situation in which
the inevitable hardships-and sacrifices involved for could be counter-
balanced by achievements 'in the political sphere. Recovery of
independence &and formation of the first noncommunist government, one
which commanded peoupular trust, were compensations that enabled the
operation to be performed without protest from the public and with {ts
full understanding. For devising and carrying through an efficacious

method of transformation Balicerowicz deserves to be commended, not




condemned. Not that his program was free of any major shortcomings as
soclal practise subsequently brought to light since 1t was not leng
before the flaws in the doctrine on which the program was based began
to make themselves felt. Its basic premise was that creation of a
market is not only a necessary but also a sufficient condition of
continued progress in systemic transformations. Though it would be an
obvious oversimplification to say that the further course of events
was left in the control of the free play of market forces and the
‘invisible hand', the fact 1s that the extent of government inter-
vention was restricted, in accordance with the IMF philosophy, chiefly
to regulation of the money market. It was thought that this would be
enough to cause both supply and demand to react as required. Life has
shown that in the specific circumstances of systemic transformaiions
the projected direction and effectiveness of spontaneous reactions do
not tally with the asssumptions and expectations of the docirine. The
market proved a necessary but {nsufficient condition of progress in
systemic change. It seems a falr conclusion that this 'insufficiency’
derives from a delliberate abdication of the interventionary and

regulatory role of government.® The formula adopted was what I
bellieve to be the mistaken one of limiting the function of the statgl
to an absciutely indispensible minimum. However, it is only marketiza-

tion of economic relations that creates proper opportunities for

~interventionary and regulatory measures consistent with the aims of

econemic policy. For both the chances and the necessity of fnter-
vention are increased: it Is hard to eﬁpect the old components of-the
national economy <(enterprises) which are products of a totally
different era to be capeble on finding themselves In & market environ-
ment of the reactions that can be counted on in a market economy with
established traditions and mechanisms. [t {s, thereforef my opinion
thét the call for acceleration should also épply to development of an
intervention mechanism. [ts role in economic life will have.tp keep
growing at least until such time as a completely new degree of
economic maturity and a thorough remodelling of its structure have

been achieved.




Lastly, there is the third factor which has to do with the scale
and direction of external assistance. [ts role in the different stages
of systemic transformations varies. In the couniries which were the
first to go down this road, that 1is, Poland, Hungary and Czecho-
slovakia, 1t performed a very important function, taking the form of
aid essential to tiding them over the hardest period of shortages. It
will without a doubt help to ease the difficulties facing the
republics that have recovered Independence as a result of the breakup
of the Soviet Union. The countries of Central and Eestern Europe have
this stage far behind them and external assistance, though still badly
needed, must serve different purposes. It is still frequently repeated
that the West does not appreciate the changes taking place in the east
of Europe and is falling to give them adequate support. Neo doubt this:
is true as far as It goes, but taking a realistic view of the
situaticn 1 cannot see the West's commifment to humanitarian aid to an '
ever growing number of countries being substantially increased. Not,
for that matter, that it {s humanitarian aid that s needed. What is
becoming increasingly vital is Western {nvolvement in fostering mutu-
ally profitable parternship between the postsoclslist countries and
Europe and the world. Here it is not direct assistance but developmeﬁt
of appropriate conditions for _frédg,-~industrial participation and
eooperation in the capital market -that can be of basic significance to
the pace of systemic transformations and economic stabilization in the
countries of thls'region. This problem is a subject of wide-ranging
international discussion and action by various global and regional
institutions. However, in my opinion, the factor of crucial importance
to speeding up ownership changes and turning round recession is an
influx of foreign capital for the restructuring and reviialization of
industry. This is not a question of improving the terms and expanding
the volume of development loans. Foreign credit is becoming increas-
ingly tight and the postsccialist countrles' ability to abserb 1t
effectively {s still Inadequate. What they need is not so much direct
credit support as foreign capltal prepared to become invoived in
expansion ofindustrial enterprises 15 its own Interest, not by way of

‘assistance'. The countries of Central and Eastern Eurcpe are now an




extiremely attraction area for cepital expansion: they represent a huge
market and have considerable resources of relatively high-skilled and
cheap labour. Conditions exist, therefore, that offer foreign
investment a significant ‘comparative advantage' over the traditional
capital export regions. In spite of that the flow of direct investment
and the scale of joint ventures are very meagre and have contributed
little to the restructuring of f{ndustry In these countries. It is not
hard to account for this. The basic obstacle is the stiil high risk
factor.” Foreign investors are not yet convinced that their funds
will be committed to stabilized economies where there is no danger of
upheavals and market dislocations exposing them to losses. Another
barrier (s a social climate that still tends to deter Iinvestment.
Fears are frequently voiced in these countries that their weakness
will be a temptation to foreign capital to come and buy out their
economies. This {s & significant political factoer which impedes the
enactment of legislation opening the door wider to foreign investment.
The resl problem 1s not that foreign capitdl might come and buy out
the national wealth but that it is staying away and not participating
in the restructuring and expension of industrial capacities. Nelther
of these obstacles are insuperable. Fears of investment risks could be
bas{cally reduced by the establishment of an appropriate system of
Buarantees by both governments and international financial and bank ing
Institutions for which the methods of operation In this field are
famzaiar territory. The example of some of the newly industrialized
nations of South-East Asia (Korea in particular) is evidence that a
properly developed system of investment guarantees is a powerful spur

(material and psychological) to influxes of capital. This is a sphere

that has been totally neglected in relations between the West and the "

countriesof Central and Eastern Europe. For their part popular fears
of threats to the national interests_arigtﬁg out of foreign investment
on any substantial scale are being gradually dispelled by life {tself
and positive experiences of the results of capital cooperation. Inter-
natf{onalization of capital is one of the more imporiant features of
every modern economy and a major stage In civilizational progress. The

public in the postsocialist countries 1s coming to terms with this

-
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truth and realizes that adoption of new patterns of behaviour is one
of the preconditions of becoming part of Europe and the mainstream of

world civilization.

2. Shortening the route to the EuropeanfCommunities. The fastest
possible progress towards membership of the Eurobean Community {s the
principal strategic foreign policy objective of the majority of the
countries of Central Europe.®™ This 1s only natural since for a number
of years the EEC has been Europe's econcomic centre of gravity and
close integration with this locus is & goal pursued not only by the
postsoclalist countries. The prospect of becoming part of the European
Community enjoys immense popular support in Central Europe. 'Return
to' or 'Jjoining' Europe are phrases that acquired great political
resonance almost as soon as systemlc transformations were launched. In
the intervening two years assessments of the chances of attaining this
goal have become far more realistic. At first 'joining Europe' seemed
to be the solution to all the problems of reform. Under strong
pressure from public opiﬁion some countries (e.g. Hungary) even
submitted official applications for EEC member-ship. They could not be
accepted. Today the limitations and barriers to rapid integration with
Europe are much meore clearly perceivgd. A bellef {s also growing that
any premature measures could hurt both sides since there can be no
doubt that the baslc requirement -for joining the European Community is
systemic compatibility. For the whole process of European integration
according to the most effective, which is the éne adopted by the EEC,
the automatic extension of the area of the Community to economies with
a relatively low degree of market sfstem maturity would be disastrous
and wholly contrary to the requirements of the present stage éf West
European integration. This entails construction of a single market
(1992) which is .synonymous with a far-reaching deepening of
1ntegratioﬁ processes In both the economic and political spheres. For
a great many reasons the countries of Central Eufope have a stake
in the success of this process. A single market offers them new trade
creation opportunities. Consolidation of the political unity of the

Community is equally vital and beneficial. For the neighbours of

MRl L R TRCEPI
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Germany an Important consideration {s the fact that their western
borders will be borders not only with the German state but also with
an united and politically integrated Europe. It also has to be said
that premature incorporation of the economies of Central Europe into
the EEC would be exiremely damaging to many branches of production in
the postsocialist countries. They would unable to withstand the com-
petition of Western Eurcpe's high—powered. industry and agriculture,
which would spell the raid demlse of basic areas of the economy. The
economic dislocations In.the eastern half of Germany that followed
unification are a telling example of the dangers inherent in such a
situation. Germany will cope, but Poland, Czechoslovaklia and Hungary
which do not have eponymous opposite numbers In western Europe would
have to rely on their own frail resources. [If hasty and premature
declsions would be unfortunate all round, lack of prospects or an
unduly protracted process of Integration with Western Europe would
have equally dramatic consequences. Thus the 6pt1mum solution seems to
be association status and efforts to make the most of {ts privileges
and, no less important, obligations. For the accepted model of associ-
ation creates an asymmeirical approach to the question of opening up
markets that {s favourasble to the countries of Central Europe. At the
same time 1t holds out prospects of advancing towards pan-European
integration as systemic compatibility s gradually achleved,.
Definition of the conditions of further progress {n this field is of
crucial Importance 1In signposting and disciplining changes in the
market systems and economic mechanisms of the countries of Central
Europe. I doubt that anything better can be thought of for the moment
and it can only be hoped that the conditions of association will be
chserved by both sides and the process of assoclation embrace a

steadily growing number.of postsocialigt countrles.

3. Construction of new seéurity Structures. If in the economic
sphere a proper formula has now been devised for the, integration of
the Centratl European countries with Europe the question of the model

and guarantees of nilitary security stil! remains open. In Central

Europe there has arisen a kind of ’'security vacuum’. The disbandment
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of the Warsaw Treaty Organization that was the inevitable result of
the political and systemic changes in this part of the world heas
created a situation {n which the former Treaty members have been left
stranded outside any system of alliances. Though none of them are at
- present threatened and al!l welcomed the collapse of the old system of
military tiles (which was simultaneously & system of political
dependence), prolongation of this state of affairs is not In the long

run possible.

As I wrote earlier, the world is in no danger today of a global
conflict, but regional tensions and the question marks hanging over
the ocutcome of the process of systemic transformations in the Soviet
Union do not give the countries of Central Europe the sense of
security that (s essential to development in all areas of social life.
Uncertain prospects prevent the countries of this region from framing
an effective defence docirine, while neutrality or nonalignement is
not in the present circumstances a viable option. There can be no
doubt that, despite the disbandment of the Warsaw Treaty, NATO will
continue to perform the basic function of an organization watching
over international security. So the simplest and most loogical solu-
tion would be for the newly independent countries of Central Europe to
join the NATO defence system. Small wonder then that proposals to this
effect are beingcontinually advanced by significant political forces
in Central Eﬁrope. The response from NATO has not been positive. I see
little reason for surprise at this: extension of NATQ territory to the
borders of a Soviet Union in process of transformation and its once
constituent but now again independent republicswould not be a step
welcome or approved in Russfa and the other sovereién republics of the
former Soviet Union. It would not advance the proper development of
e{ther global structure structures or relations between the republics
that. have hived off from the Soviet Union and the countries of Central
and Westegﬁ Europe. Instead, therefore, of ineffectual bids to Jjoin
NATO, fhe countries of Central Europe are tending more and more often
to enter into Intensive cooperation with this organization in all

possible fields, This includes action almed at strengthening the
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defense capability of their armed services, that s, cooperation 1in
officer training and participation in rearmament and organization. If
anything is to come of the long~term plans for joining NATO, a certain
level of compatibflity of milltary systems has to be attained. Fér
moves In this direction there is broad scope for initiatives which
nothing and bodboy should obstiruct. On the other hand, censtruction of
Institutionalized military structures should be transferred to another
sphere. It {s likely that progress in the political integration of
Western Europe will be accompanied by the creation of new European
military structures. In terms of the Interests of the countries of
Central Europe it would be best 1f these were buttresses of, not
alternatives to, NATO. In such a situation institutionallzation of the

countries of Central Europe's military ties with West European

structures would represent a huge step twoards the forging of bonds of -

alliance capable of ensuring proper conditions of national and inter-
national security iIn this region. Given the unpredictability of the
course of social and political processes iIn Central and Eastern
Europe, formaiization of military tles would also beof considerable
significance for the control of conflicts which at this peint in time
it is Impossible to foresee. This is all the more necessary in view of
the inevitably dwindling trust placed in tﬁe old stiructures. The
Conference on Security and Cooperation .in Eufobe, which to my mind
still has many purposes to servé, no lonéer enjoys the same dégree of
‘prestige, social support and trust -that {t once commanded. Despite the
breakthrough achieved at the Paris summif in 1990, it remains an
institution associated In the'poular assoclation with the period of
coexistence, not a new world order. That lends all the more weight to
fnitiatives aimed at c¢reating new security structures, especially in
the military sphere, within the framework of the CSCE process. From
this point of view very serios consideration needs to be given to the
recent Polish proposal tabled at the meeting of CSCE representatives
in Prague (24 October 1991) for the establishment of a Joiﬁt CSCE

peacekeeping force.
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4. Lastly there s the- fourth problem connected with the
endeavours of the countrfes of Central and Eastern Europe to sstablish
a new pan-European order: subregicnal cooperation in Central and
Eastern Europe. It can be said with absolute conviction that the road
to the Européan Community will not be made shorter by a compiete dis-
ruption of economic ties and coope}gtion between thel countries of
Centraland Eastern Europe. No one will of course shed any tears over
the demise of the Council for Mutual Economic Assistance since {t is
an orgahization which has left a very negative mark on the economic
history. of the region. However, with it there also collapsed a whole
system of subregional ties, which has led to a drastic decline In eco-
nonic relations between the former member countries. Estimates put it
at 40 per cent over the last two years. This has had a disastrous
Influence on the economic development of the countries in question.
For many branches of {ndustry and égriculture there 1s no hope in the
short run of finding alternative outlets for economic expansion. Many,
too, face complete bankruptcy as result of the severance of the old-
ties. Nor has much been gained from the changes made in the forms of
settlements and commerci{al contacts, There is of course no need to
regret the elimination from the payments system of the 'transferable
ruble’, a unit of account which totallly distorted cost-effectiveness
calculations and was an affront to the basic principles of commerce.
It has now been replaceJ by convertible currencies and settlements
linked to world prices. Introduction of convertible currency settle-
ments, though right in long-run terms, has, however, ‘created a
situation In which each country tries in deslings with its partners to
sell the maximum and bﬁy the minimum for convertible currencies. This
fact I{n iiself acts as a brake to the growih of trade. Meanwhile eco-
nomic recession and the problems of overcoming both the oBJective and
subjective costs of systemic transformations are naking the public
increasingly less willing to sustain sacrifices and hardships. It
seemé. therefore, a matter of extreme importance to break the deadlock
in economic¢ relations between the postsocialist countries of Central
Eurcpe and the Soviet Union. There are chances of doing so, but their

translation into practice 1s extremely difficult for political,
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technical and even psychological reasons: understandable suspicions
have grown up between the former CMEA members. [t seems that their
shared past and experience of socialist integration are more of wedge
than a bond. Yet for many years to come the postisccialist countries
will be wrestling with similar traﬁsfa}mation problems. In spite of
everything they will be linked by that common past when the design of
thelr economic was predicated on easy access to each others' markets.
A rapid switch to Western markets Is simply not possible because of
the shape of their production facilities, let alone their
technological and quality standards. That makes it necessary to devise
sensible interim arrangements and - take advantage of the
complementariness of their economies. But that requires looking for
specific forms of exchange and synchronizing measures aimed .at a
thorough remodelling of the mechanisms of international cooperation.
All of this should be an inducement to-developing institutional forms

of subregional linkages with a wholly new raticnale.

In my opinfon, construction of subregional cooperation institu-
tions of a new type in Central Europe should be based on the following
principles. In contrast to the tasks and aims of the CMEA, which were
coordination of production targets and conclusion of agreements on
reciprocal suppllies, the new organization should concentrate on an
orchestration of the conditions of trade. that enables economic rela-
tions:té;be-but'dh a'fuI{ market footing as quickly as possible. This
means devising by means of consultétion commercial policy instruments
which further an intensifiication of the flow of goods, services and
capital between different countries. The principal elements in this
arsenal should be tariffs policy, means of settlemeni, exchange rates,
and the price-determining components of economic policy. A typical
example of this last category 1s the methodology of tax‘assessment.
Complete arbitrariness and discrepancy in this area will lead to the

possibility-of framing ﬁroper terms of international competition.

The new subregionalcooperation organization should not. be

equipped with any obligotry declsion-making powers of a supranational

character, This is not to question the principle of supranationalism
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as such in the process of subregional integration. The growth of
international interdependences at a certain stage raise the necessity
of limiting sovereign national powers in the interests of the grouping
as a whole. But that is not the point in the process of multilateral
cooperation in Central and Eastern Europe since in the case of the
postsocialist countries subregional cooperation {s not an end itself
but only a means to a different strategic end. This objective is the
admission of these couptries to West European integratlion and the con-
version thereby of subregional integration into a pan-European
process. An o;dering of rélaiions on the subregional plane is, there-
fore, in the final analysis a means of opening these countries to the
world, not of locking them up in the old structures of depemdence to

which there can no longer be any return.
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35 years ago, the Hungarian Prime Minister Imre Nagy
declared the neutral status of Hungary and called upgon
the United Nations and the Great Powers to accspt and
guarant2e this neutrality. It was a desperate move by

the Hungarian revolutionary government on the t st of

HNovember 13855, in the face of advancing Soviet trcops

prenaring an attack against the Hungarian capitai.
MNeutrality was declared ons and a half years after the
Warsaw Treaty had besn signed, of which Hunagary had
become a party. The decision to leave the miiitary
crganizaticon had strong popular support, because it
was widely believed that it was against Hungarian

interests.

However, tne decliaration of nesutrality could not hold
up the Scoviet military intervention and the imposition
of & new government on Hungary. That experience was the
source of an important conclusion, ramely, that
neutrality cannot be a realistic foreign molicy option

without firm international guarantees.

In the period between 1958 and 1989 neutraliity was a
kind of political taboc in Hungary, though many pecple
considered it &s a desirable political status. An
une<pected public discussicn was initiated in February
183% by a statement of the Soviet academic Bogomolov,
who stated, that Hungary may leave the Warsaw Treaty
without any damage to the security of the Soviet Union.
Having. analyzed the possible motives behind this
statement, we came to the conclusion, that 1t was meant
to demonstrate the seriousness of the changes 1in the
foreign and security policy of the Soviet Union toward
Eastern Europe. The speech by made president Gorbachev
in the General Assembly of the United Nations in
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' . he uimllli'y
ticn of Hungarian sacw+ity has emerged

of the discussicn of the Hungarian

bilateral treaty. The Scviet side insiste
&

inclusion of security paragraph in the

would prevent any of the parties from Joining
organization gerceived by the cther party as a hostile
one., Hungary, of courss, could noct accept this demand
because it weculd have been & restrictiocn of 3
sovereignty. This Seviat claim was drogped immediatels
after the Tailure of the military coup in August this
vear.

During ths debates on the Huncarian-Soviset bilateral
agreement it became clazar, that the Soviet side would
have prefarred a neutral status nct only for Hungary,
but aiso for Poland and Czechoslovakia. Soviet parzy
bureaecrats, through the press, expressed criticism of
the trilateral cooperation of Pocland, Czechoslovakia and
Hungary and prcoposed a Soviet-Finnish type cooperation.
It became clear at this point, why professor Bogomolov
raised the issue of Hungarian neutrality in early 1989.
By the beginning of 1991 it became cbvious that on the
demand of the military leaders the Scviet government
wantaed tc turn its former allies into a neutral buffer

Zone.,

FPoland, <zechoslovakia and Hungary rejected the Soviet
demand, because they saw the restriction of their
sovereignty in it. However, for unkown reasons, Rumania
accepted the proposed security paragraph and signed the
treaty. HNow, after the failed military coup, they want

to reopen the discussion and change that paragragh.

In the new situation the option of neutrality is




becoming less attractive and less realistic for Hungary.
Firstiy, because 1in the past decades the idea of being
neutral expressed a desire to get out of the sphere of
the 1influence of the Soviet Union, and this goal has
been achieved by other means. Secondly, Hungary coes nox
have the economic potential tc support armed forces,

which arse necessary inf a neutral state tc defend

itself. Thirdly, in  cur copinicn the meaning of
neutrality is quckly changing in this tranziticnal
period, and it wcuid be unwise to commit curseives to
something today which might change conheidaralbly
temorrow. Fourthly, the principal foreign pociicy goal of
Hungary is to join the Western European organizations,

first of all the European Community. Tne Hungarian
government hnas already expressed 1its readiness to
cooperate not only in economic, but alse 1in fcreign
polticy and security fields as well. A declared neutral
status may cause further difficulties 1in thig very

complicated process.

After the collapse of the WT0 and CMEA a vacuum has been
created in Eastern Europe from the point of view of the
European security system. Tholgh many speciaiists
contest this nption saying, that what happened s
exactly the opposite, a normal situation, the
sovereignty of a number of countries has been restcred;
but both sides agree on the proposal, that new risks,
new sources of danger have emerged 1h this transitional
sjituation. There is a general agreement that economic
crigis and nationality conflicts are the most - acute
dangers. The countries of the region can ansWer¢ these
challenges only if they cooperate with each other and
with Western European integrations. This is a period,

when conflicts must not be solved with military force,

e



out with cooperation in every sphere. The tragic civii
war in. Yugosiavia 1is a sericus warning sign in this
regard. 1 believe, that cooperation shculd not bLe
blocked even  with such noble concepts as
nautrality.

e e Ve
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REGIONAL COOCQPERATION IN THL SOUTH-EAST EURURE: CHALLENGE OF
THE LAST DECADE OF FHE 20TH CENTLIRY

We are witnesses of unexpeetediy guick and deep
changes in the Danubian region and in Europe, and they all

open new possibilities to us, possibilitias for various and
full forms of cogperation among countries ané-peop{es Who

live in the Danubian region. 1t goes without saying that
this new climate opens nNew spaces tor Pumerous non-—

conventional models of cooperation net mnly in the Danubian

region but inter-regionally too. In saying so we have, first

of all, in mind the linking of varipus models of cooperation
already existing in the narrower or branar surroundings of
Yugoslavia, as are “Hexagonal Cooperation”, the cooperation
of Balkat' countries, "Alpa Adria”, and the similar.

We have to underline that the negative processes of
international community development in the laszt four decades
urged surprisingly quick changes in the s,stem of bipolarity
in the world and at thea same time made space for
sta&«gthgnAng q* feqg.onal fn;%nrs An  Antecnaticonal
relations. Under s=uch condiliune, undoubtedly, the advantage
of internadional subsystems explicaitly came into axisteﬁke,
bamed o©on geographical factor (Europe. Mediterranwen, the

Balkans, the Danubian, Black Beca region; etu.).

i. SOME REFLECTIONS ABOUT REGIONAL COUPERATION

The crucial hypothesais of the Centor for neighboring

countries and regional cogperatiun 1§, that within the




rdimmmt, wnlil® &0 +hg nact r‘PS‘iQnS have tu be formed on

the basis ©f a new criterion., and it is, instead of military
and political measures from the past, the principle of
utilizing a natural rescurces jointly and the necessity to

protect 4t. In central P"‘"t af the continent, which includes
a part aov eastern Europe, the Danube 1% t‘w— M{ -“HM‘“‘(—

resources. JTherefore, the regional model is named as the
Danube - Regional - Model (DRM), instead "(Central”, “"South-
East" or "East" Europe. .

Those investigations are o:f multidisciplinary character
and can encircle a broad range{:of themes, as are: geagraphy,
history, culture, sconomy, national and forweign policy of
one region or subregion.

When we follocw today the Danubian ragicorn, esapecially
after so significant and deep changes whiek have taken place
with an unperceived speed at the end af 1985 and in the
tourse of 1990, we have to be aware of quite a train of
fackers which direct us to extraordinary pos<ihilities for

cooperation, in spite of histprical, religious s  Cultural and

1dcclcgzcal—eccnumu_ ob;‘tq(ﬂﬁa. Qego.rdag-;s ,geu' && COUPMA.GG

of the Danubian notion, negative historical experience,
differences and antagonism of higher and lower degree, the
Danubian area as a subregion becomes more and more a rweal
factor of international relations within Europec, and Europe
with other parts of international system.

Our concept is based on the fact &M the informal
kinds of gatherings are relatively new tendercies concerming
international relations. Those ghenomerna appear outside ot
existing inglitutionalized forms of cooperaticon and based on
flexibility, nmnon-formal cCuntacts of dipleomatic and other
factors, always directmd towards the bkewalization of one or
more dictinctly determined aims, being of interest for many
wora cowntilirs q{ one fegion, awd oJss being a-{ snkerest,
broadly speaking, ‘;nr a world-wide area.

Flnal ly, we may say that tho=e non formal programmes of
cooperation do not represent an alté8fnative to the existing
institutionalized meodels of cooperation. Thia iw Lu say that
it is not a substitute. On the Eontrary-, baced on achieved
positive resul L they can stimulate institutionalized

proctesses  of linkage and idintegration in one region




{geographical zonc ). The advantage af non-formal forms of

cooperation and political gatherings is the real desire for

cooperation marked towards a clearly defined target. and

towards cnming to a decision, based ow wnde Coustmgus d‘ a-u- LLG(\ -Cs"uus \‘-ﬂi A

The term "region" i=s usually applied A% a synohym for
geographic entity, meaning at the same timse a maticnal or
multi-national geographic area where certain  natural,
produc.{lvea, cultural and othér, gecOwlrgs ars to ba fawnd.
This is &0 say, we have a geographical entity possessing
determined welements of links, being at the same time
recognizable ones.

Together with this conceptinn there appears parallelly
the term "regionalism”, which in its essenc® means political
tendenciws in favour of regignal autonomiec. That means we
have in mind am attitude that a geographlic area pnakesses
determined historical, cultural and 50&33& preconditions so
as to be considered a geographical entity, i.e. region. On
national level this conception, is browght to direct
oppocsition with centraliem, i.e. social cdnf{icts which can
be understood as political demands of one social or natinnal

group recognized territorially. Markussen emphacsizes that
r'eg.l.andl.LSm a1c nokt have much experience acr pa.r't.kthfmlx

psignificant counceptual development up to the creation of
state an a political organization with territorial
gispaosition.

Motifs for regional wexpréccions can be of different
pature (political, econuwmic, historical, cultural, mthnical,
linguis=tic, etc.)}. Un a broader intermational plan, it coula
be said that regionalism understande a more or less form?d
collective conscicnce of belonging to one region, this is to
say, to a geographical space with determined likeness and
historical heritage. Accordingly, yeyiovnalism is not ‘by
itself pngFESsive or retrograde as it is very often
mentioned in sﬁme‘of the studiez of thiz phenomencn. Their
gharaster erimarily deesnds gn Rigfpricat moment when it has
been created and on obiective political relations inside a
national, or multinational state, i.e. broader area where

they are munifwated.

s b~(pn



2. REGIONAL COOPERATION IN THE FRAME UOF EMENUGING NEW
INTERNATIONAL ORDER

It is a well-known fact that the PFersian Gulf War
showaed all the sericueness and complesity of regiaonal
problems, whirh were, during the period of %the so-called
"Cold War" pushed back, =olely by +the lagics of the East-
West relations, i.e. by explicitly division of the world in
two military-politiral hlocs and by antagonistic philosophy
of life understanding and all other aspects of their
organization. The system of security under such conditions
was de¥igned srn “balance or Pear: principie and equal
possibility for matual selt-destruetion. Regicnal problems
wnder given conditione werB treated in the sense of
realizing spheres of influence of one or the other super-—
power, this is +tp say, not in the intercct of the regions
themselves in *he so-called “Tnird World", where it was only
possible tn make use of local wars with the intention +to
strengthen the given sphere of influence, or to restore it.
As far as Eurgpe is concerned, we were witness&ds to a very
tlear division betwesn the East and the West, which means,
the impoessibility for opening new spaces fea positive
movements and gatherings oo regional and sub-regional
levels.

It is obwvious that the years of 1989 and 1990 brought

substantially new cundilions on our Ccnti%ent, but at the
came time extraordinary ®muphorit bhigh spirits aften *%e fall
of the Bwrlin Wall. These eventz showaed withoot ambiguity
that one page of the newe European history had ended, and
that the countries of the former East Europe had started
towards political democracy and fransformnation of their

national economies, based on the principles of markel

mconamy. This wvery fact caused fundamental changee in the

relations among West and the former socialisk countries as
there did not exist any longer militarr—Strnfegic motifs and
impulses from the previous period. llowever, it should be
immediately memtioned that the chalienye of the countries of

the so-called Socuth—East Euruvpe was really very complex and
wndea those Fuphorac circumctances lnsuf#iciCniiy studied

and analyzed, so that almost parallelly with the Fersian




Gulf crises all the complexity and danger of the

radicalization ©of regional problems in Europe was shown,
where the bursting out af glashes of regienal character
would have unforeseenable consequenctes: on the new European
structure, and, generally =speaking upon peace in the world.
Relatively successful anding of war operation in the
Gulf and actions in these, circumstances undertaken on
international plan, annaunted the contouryg of a new
structure of international relations, which still did not
get, in general, terminolngically accepted definition. In
this case, we would say thar i+ is very important to
emphasize the endeavour ot Mr.lLawrence S. Eagleburger,

former Ambascardnar of the USA to Yugeoslavia, and at the

present counsellor af State Departmernt, to name this whole
transitory phase - the era of "“post--cold war”, whereby
specially signifigant positicn belongs to Central  and
Eastern Europe when having in mind the foreigr policy of
European Community and the USA.

This new era in international relatiouns i%s basically
characterized by transitory process of economic
transformation on werld level (from cenfraﬁize& planned
economy to free market economy), which, inevitably leads to
ematablishing demeocracy of Western type in the world. Also it
is noticeable that, after the war in the Gulé the syE{em of
international relations has substantialiy changed as regards
mare fluidity and communications among ite most significant

factors.
The best illustration ano challenge &g tor thic comples

procese is seen when Yugoslavia ie regarded, Yugoslavia, a
country which surmountz its crisis after the Second World
War. It is a notorious tact that Yugyeslavia is one of the
banmjic factars that the peace and security in this reg%pn
relies wpun, thanks atmostly to itz cxceptional geograpbzc
strategic location (Central Europe, Mediterranean, the
Balkans, Danubian-region, etc.). It is just out of this fack
that the International Commumity is very much intecested and
active in tryimg to stop the currenkt armed clashes in
Yugoslavaia. -However, it ie significant +to point out the
specification as regards the Cumplexity of Yugoslav ethnic

map and problems emerging out. Namely, as the SQciu\agiSt




from Zagreh B.Puhovski says, socialism operated to

international clashea hlazed up durinyg the Second World War
~ a&s being an egrnormous refrigerater where they were kept
till then freezed. And noaw, being re-frecied, they continue
to express themselves. Being in a difficult economic

situation, somehow similar to other ex-sweialict countries,

in Yugoslavia also the new leaders offerod national concepts

of state and national pregrammes of mobilization. All
parties being winners at election, and the majority of
opposition parties in all the Yugoslaw republics took that

1

path. Some wish for "mnational cliean™ and "independent' state
(as if it would be at all possible with us), and the othecrs
would want the whole poputation to live in one state
{although it is in this area of ours a rare privilege). Some
are, remembering the ways of "cleaning” during the Second
Worlg War (it is only now that the cavities of thousands of
Serbian origin victime executed by the  marionette
Independent State of Croatia, during the Second World War),
determined to struggle for their autonomy, hoping to have it
- done to prevent such 'cleanness” in  the {u{uae. Others
understand it like leosening of territeay, as the territory
is gtill considered in praxit, 4o be the &rucial factor of
state powsr . Keeping'the eld conceptz of natiomnal states,
national parties, natiownal prnérammee and natiomalliem, as
mobilizing factors, ethnical clashes in Yugoslavia, and
speaking broader these of South—Eusl Europe, in the Ralkans,
in the Danubian region, become amd stuy - irreconcilable.
Therefors, it iw indispensable tu oppoEE to these
principies, which governed in whole of Europe in previous
centuries - new wprinciples which already rule, for inttance,
a4 those in Scandinavia. Today, we are evern more counvinced
than at the time when we initiated the CanferEnce “Danube -
the River of Cooperation', that the skeleton bt the hew
concept for existence ip thit area is: regional €eooperation,

The Renaissance of DRM, as a positive process in the
so-called "MNew Eﬁrnpean Architectur@”, which comprises also
all those new aspects of formnal and intormal (allernative)
tooperation among countries of that region, meeting at the
pregént moment decicive phase ot 1tn eva]uiiOm, facing the

biatorical responsibility of all peoples living in this



~1

region. It should be done so in order not to repeat the
mistakes from the past, especially thosz phenomena as are
historicism; national @goiem and territuaia] pretensions do
not disconnect the positive tendencise wriginated with the

@nding of the cold war.

>. EXPERIENCES OF REGIONAL CROPERATION IN SOUTH CAST EUROFE

Just in this part of Europe, thanks to new favorable
conditions, Qquite a few o©of npew forms of regional and
subregional ctooperation _apﬁbared {Alpe-Adria, Adriatic
project, regional grouwp “"Pentagonal'. rnow  "HeunagonalY,
Balkan cooperation, etc.), as a proof that two parallel
proctesses DCctur: one on the coentinental level ( Conference
on Security and Cooperation in Europe - CBCE )}, and the
s@cond on regional and inter-regional level, with the aim %o
open space for new forms of cooperaticn and political
gatherings among countries belonging to different military -—
political blocks in the past. It is necesscary to mention
again that the Danubian region passed, starting after the
Becond World War, through different pheases and forms of
coopaeration, mainly conditisned and limited by the
political, military, economic, and other barrjiers, so much
characterized for Europe in the "Cold War” era and block
division.

Having in mind wexperiences, as well as current changes
in East= and Middle- Europe, and by all this the
contemporary movements in the develoupment of international
relations in the world, the idea bt the Danwbe as a river of
caoperatinon, - a natural resgurce -~ 2 fueus of new
gatheringe in Europe, - seemz today realistically possible
to be achieved in spite of actual retrograde situnii;n.
This is precisely the reason why the Center for Neighboring

Oad soned Cooprenilion
Countries has sta(ted last year, parall@al with the research
of real pos&ibili¥ims for the advancement ot cooperation in
the Danubian region, wWith researches which would present o
thecretical basis wf this i1dea of ours.

The wvalue of the Danube as w vilkal water resource

easential to human lives and btheir VArious econiwmic



activities, coupled with its capacity of world communication

line, has always encouraged various wishee For using and
making possession af this waterway and it§s shores a great
attraction. In the past sich aspirationt, deperding on the
times and their attributes, were the cause of military
conquest and politiecal domimation or other factors relevant
for international concard and coocperation. The economic
interests for coaoperatiom in the Danubiar regiorn emerge out
of the fact that the Danube river reprecants a first-rate
natural resocurce for many economic activities. It equally
represents a natural water-way, a source ot potential hydro-
Bnergy, irrigation and meliardtiovn systeme, a rich reservoir
of fishes and the source of tourist economy and concurrent
activities. It emerged however, that the rational and
complete exploitation of this natural wealth - if it was to
be properly organized - would tertainly require
comprehensive international cooperation. Bearing in mind
that different countries may well have different economic
interests, it 4is increasingly realized today that +the
exploitation of the Danuhe must be considored within a
broader context, giving duc account to all teasible forms.
It is in the interest of all the Danubian countries, wishing
to make comprebensive wuse ot this river, to adju=l their
policies imn this respect and conclude relevanl agreeménts.

We have to underline again, lhal due to ite strategic
importance this Danubian regiun has alway:= been the scene of
notable historical events. All those have left their mar ks
on the region. In this part of Europe there are not only
many links but also a mutwal merging and mingling, more =o
than elsewherc on this continent, 1t 1= the meeting-point of
many different nations, rculturec, recligyiuvne, econcmics and
even political options.

In the past there were altempto to establish
multilateral cooperation along the Uanube in keeping will
the international relations of the timee as far back as the
1%th and the earf; 20th century. Moast ot them were founded
on the pranciple of regionalism and federali=sm. However, all
these plans failed. The reasons were multiple, the most
important being: disagreement among the varicous partners

reagarding internal structure and operative methods in




cooperation; some of the partners waere not wholly honest in
tooperation harboring secret reservations of thear own; the
strength of contemparary integral naticonalism was
underestimated, and often it was far struwnger than any
desire for broader supranational coeperatici; priority was
always given to individual national or rogiensel interests,
an intention easily discerned by the potential partner=z; the
plans - especially during the 19th centur, often lacked
societal elements, ptonomic and of a welfare nature; none of
the contemplated planas met with the approval of the
population and therefare lacked any firm suppart; most often
the sponsors of cooperation hand little or no authority,
belonging to peripheral groups or beiriy peiitical emigres;
the great powers were snspicious of any. new patterns
emerging in this region.

This region has once again become the site of a
turning-peint in European hMistory and international
relations., as well, as human society in geﬁeral. Although
encouraging people in these parts, it is at the same time
arousing some concern. For, hand in hand with emerging
democracy and rational ecwunamy, there are alwmo occurrences
such as to remind ovne of Fascist atrocities and the horvors
of war. Giving due account tn Uwir various npational
dimtinctions thay can only hope to assert themzelves given

coordination throughout this region.

Another losson is that nationmalist tendencies  in

economic life always come to the fore when political leaders
proved unable to ehsure normal social develcopment. It
frequently happencd, that political veluntur iness meddled in
the econnmy, hardly wver respecting thc laws of development,
and pursuing stubbornly the principle of natigaal
exclusivity. However, the objective laws ufl economy being

inevitable trises always erupted.
4. FINAL REMARKS
If anything has been learned from the pasl belping to

avoid the snares of an extreme nationali=m, Lhen the current

changes will lend a powerful incentive tu Lhe new tunctional




association of peoples in  this region, not on bloc
foqndatinns, but on the basis of Sconomic , ecological and
cultural cooperation. These new forms of gatheringzs will
make it possible to make the best poscible wuse of common
natural resources, such as is the case with the Danube
river.

We have to be aware of nuite a train of Factors which
direct us to extracrdinary possibilities for cooperation, in
spite of  historical, religious, cultural and economic
obstacles. Regardless of the complexity, negstive historical
experience, differences angd antagonism of highr and lower
degree, the DRM becomes moré‘ and more a rcal factor of
international relations within FEurcpe, and FEurcpe with other
parts of international «ystem. The intencification of the
cooperation inside the DRM, covering differenl areas would
promote closer links among the Europeans on national and
regional levels. The DRM might become a reliable tie
vielding to aobviaus advantages, pconomi. benefits and to the
ctrongthaning of coambun  human  valums 40 Zalersietional
relations.

Finally we could stress that when ance =& subsystem is
restored in practice, it is necessary to idenli:ly all those
inner . interactions which manifested their correspunding
regularity (history-cultural inheritance, Lhe level of
interaction among the countries of thal region and the
partarcipation of those countries in inlernaliornal Bystem) in

order to make possible to identify il.
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