g

i

I TAI8105

: I3 ’ . l . .

= istituto affari internazionali

al‘aa, viale mazzinl » 00196 roma
tel. 315892 - 354456 + cable: intaffarl-roma

Giacomo Luciani

East-West and North-South interrelétions

in the Eastern Mediterranean

A paper submitted to the International School on
Disarmament and Arms Control (ISODARCO),
Venice, August 29 - September 4, 1980

Revised for publication by ISODARCO, '
February 1981

IAI/6/81

Do not quote




INTRODUCTION

since wWorid war IT and the explosion at Hiroshima the
future of mankind is threatened by the impeding danger of a
nu¢liear holocaust, It is neither surprising nor unwarranted

that responsible scientists and intellectuals concentrated

‘their attention on this problem, trylng to patiently build

that basis of understanding which made détente possmble.

Tod@y, détente is threatened, Indeed, numerous experts
Seem to be exceedingly eager to pronounce its death. A com=-
placency in mutual recrimiﬂation between East and west is
carelessly undermining the basis of understanding which.
had been so difficult to reach, T

The reason for such a negative turn in events does not,
however, lie in a direct failure of the détente process per
ge. The foundations of that policy Still hold, A fundamental
balance exlsts because nuclear arsenals still guarantee mutual
assured destructlon. Also, no serious crisis is developing in

Burope which might lead to believe that one of the two sides

would consider resorting to war (1). Tensions in Burope have

been far worse many times in the past, and even the disappearanceg
of Tito has not précipitated the kind of crisis that many

Predicted,

© Still,détente 1sbe1ng temporarily shelved because events :
which are not directly comnected with relations between East

_-and West impinge upon these relations creating disturbances

which increase the perception of vulnerability -of both sides.
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These disturbances are the consequence of two large sets
of conflicts. The first set compriées all conflict between
countries, or different forces from various countries (ranging
from groupings of countries to guerrilla groups), both belonging
to the Third world. This type of conflict I shall call "South-
-gouth” (SS). The‘second;set compriées all conflict between
countries or other groupings, one of which belongs to the Third
wond and the other to the industrial world. This type of conflict
I shall call "North-South" (NS). NS conflict also exists at
the global level, as contrapposition between the G77 on one
side and the OECD and CMEA countfies on the other, This definition
of NS conflict is only preliminary, and I shall elaboraté on ‘
it further on in order to show that NS conflict can also occur
between two countries both belonging to the Third world, or
both belonging to the OECD, given certain circumstances (2).

Both SS and NS conflicts are mnot necessarily resolved by
military means, Some of them might have no strategic implication
at all, or just a very marginal one, However, crises are not
independent, random events. They interrelate and their simul~
taneous occurrence hinders any action to solve either of them,
When we consider the reality of SS and NS sets of conflicts as
a wholé, we camnot but acknowledge that is has very serious
implications for EW relations and balance,

The distinaion between SS and NS conflict is analytically
necessary, although the two are striefly intertwined, oné kind -
of conflict leading almost necessarily to the other. I wish to

stress from the very beginning, however, that SS conflict is
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relevant to the EW balance only inasmuch as it has NS implic-
ations,

The relevance of SS and NS conflict to the EW balance is
a result of the growth of global interdependence, which had
been in the making in the fifties and sixties, but was recogn
ized only in the seventies, Previously, we had a éituation in
which'develéping countries very economically, strategically
and politically dependent on the industrial world, while the
reverse .was not true: the industrial world cuuld do without
relations with the developing world or parts of it, but no LDC
could survive if deprived oOf her relations with the ind&stﬁig;,;
vorid,. ' T

As a consequence, the industrial countries did not feel
threatened by SS conflict (quite to the contrary, they some-
times indulged in fanning it according to the philosophy of
"divide and rule"),

In the seventies, on the other hand, both industrial and
developing countries came to recognize the reality of inter-
--dependence,'i.e. mutual dependence. Undoubtedly, the inter-
dependence exiiing between the two sides is still vexry much
‘out of balance, However it is politically important that
vital intereéts of the industrial world are today controlled
by developing countries, | |

'Initially; the reality of interdependence was perceived as
affecting only a part of the industrial world, the OECD., While
it is clear that the OECD is more directly affected, at the

same time later events showed that the CMEA as well is to some
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extent dependent on developments in the developing world,

As a consequence of interdependence, practically any SS
conflict has today NS implications, At the same time, inter-
dependencecpened the way to a more assertive international
presence of the developing countries, which most often is
not confined within EW "codes of conduct" and is therefore
unsettling to EW relations,

Finally, interdependence has increased the strategic
‘importance of the developing world in the eyes of both East
and west, thus stimulating a "competitive" approach which is
bound to,geﬁerate mufual distrustAand suspicion., At the same
time, because of the increased strategic importance of develop
ing countries, it is now more difficult to define an EW "balance",
Such a balance must not . only apply t¢ the nuclear field globally
and to the Buropean theatre with respect to both nuclear and
conventional forces; but it must now apply also to all the
different regional theatres, However, as the number of sub-
equilibria to which a balance must apply is multiplied, the
definition and enforcement of such a balance becomes increas
ingly elusive,

These considerations lead me to think that it is not
possible to isolate SS from NS conflict, laying the blame for
the crisis of détente on one or the other. At the same time fhe
distinction is necesSary Both analytically and politically. We
must analyze the way in which SS and NS conflict interact,
because industrial countries are presumably better able to

diffuse NS conflicts than SS ones, It is important to inquire
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into whether a determined effort to diffuse or eliminate NS
conflict would aiso reduce SS tensions, and allow a new period .
of détente., The alternative conclusion, in which many experts
explicitly or implicitly believe, is that no effort from OECD
countries could reduce "instability" in the developing"world;
these samevpeople tend to think that there is no imminent poOS=
sibility of ov¢r¢oming the present crisis of détente,

This essay is an attempt to systematically'discuss the inter-
relations between EW and NS questions in the Eastern Mediterranean.
(EM), which I define extensively as including the following
countries: Libya, Egypt, Saudi Arabia, Jordan, Irag, Israel;
Lebanon, Syria, Turkey, Greece, It is difficult, if notimpossible
to discuss equilibria in the EM without taking into account
events in the Balkans as a whole as well as in the so-called
"Northern Tier", comprising Iran, Afghanistan, and Pakistan as
weil as'Turkey.While not aiming towards a complete discussion
of these countries, I shall of course mention them whenever it
is necesséry.

The essay is divided into three parts, Since there is not,
as yet, an accepted body of theoretical discussion on the inter-
relation between BEW and Ns; I feel it necessary'to devote a
first sectibn to a partial treatment of these interrelations in
a general way, I stress that it is only a pértial treatment
because I Take into consideration only those types of linkages
of which we have examples in the EM., The second section is devoted
to an analysis of the EM conducted on the basis of categories

and concepts introduced in the first part. The third is devoted
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to some general policy conclusions with specific attention to
the EM. |

The EM;traditionally a region generating impulses that
unsettle wider political equilibria. The Balkans question was
more than the immediate occasion for the beginning of world
Wwar I, and after World War II equilibria in the region have
remained unsettled to this day.

Open confiicts have repeatedly erupted in the EM, even if
none led to the direct involvement of outside actors on a scale
comparable to Korea or Vietnam. Paradoxically, this points to
the importance of the EM rather than the contrary. Indeed, it
is felt by many that direct superpower involvement in open war
in the region would most likely lead to escalation to global
conflict. Nevertheless, superpowers are directlprresent with
increasingly large military forces, though they do not actively
engage them in war action. Up to now, their presence has proved
a sufficient deterrent to contain conflicts in the region.

However, containment is not final solution, and the danger
of En explosion which could not be contained leading to woxnd
wWar IITI is increasing every day. '

Of course within the EBastern Mediterranean events and
attention have beeen concentrated around the Arab-Israeli conflict.
The situation of bouth Tnfkey and Greece must however be discussed
at the same time, because events in the seventies have involved
these two countries as well. In many ways, the possibility of
containing recurring crisgs in the Arab=Israeli conflict is
dependent on the stability and "appropriate" behaviour of Greece
and Turkey. Bvents in the'seventies show that this cannot be

taken for granted,
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Part I. = EW and NS interrelations : an anlytical framework

The fact that in the long run peace and economic development
'ére convergent goals has been stressed authoritatively many
times. Indeed, while the danger of nuclear holocaust hangs
over the future of mankind, underdévelopment and starvation
take their daily toll, and are a more immediate and dangerous
threat than the arms race,

The necessary convergense of the two obgectlves can easily
be argued if we are discussing a long run perspective, Given
projections on population growth to the first decades of'the
coming millenium, it is indeed difficult to conceive how peace
could be maintained without the kind of economic development
that would provide a larger share of mankind with human living
conditions. At the other extreme, it is difficult to conceive
an acceleration of development in a world which experiences
nuclear warfare., True, technological progress allows increasing
accuracy in weapons delivery, therefore adoption of "lighter"
warheads, This leads some commentators to think that a nuclear
war is feasible, or even that it could meaningfully be won,
Still, it is difficult to see how a nuclear exchange could
happen without provoking economic damage that would need decades

to be offset.

A, The different 1ogic of NS and EW

At the same time, convergence of the two objectives is not
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at all evident in the short run. Quite to the contrary, the
logic of EW relations, on which global peéce is based, is
profoundly different from the NS logic which reflects the global
request for development.' |

EW relations pursue peace through equilibrium. Their ;ogic

can be synthetically described by a sequence of steps:

a) find an equilibrium; this assumes that such an equilibrium

can be defined and agreed upon - an assumption @ which could

easily be challenged. Also, the euilibrium which is sought is

a complex one resulting from a sum of partial equilibria on
specific classes of armaments and/or on specific regigns(theathes).
It is not acceptable to "net" partial disequilibria into an '
oyerall equilibrium because of the impossibility to agree on

weights to be attributed to each partial disequilibrium.

b) once an equilibrium is found, even if just a partial one, it
should be frozen The assumption seems to be that the persistence
of an equilibrium throught time will enhance confidence to the
point where both sides will be willing to modify this same eui-
librium, deescalating forces on hoth sides., This, again, is an

assumption thah can easily be challenged.

¢) once sufficient mutual confidence is built, move to arms

reduction and, eventually, disarmament.

This process requires a rigid hierarchical order of nations,
in order to allow the definition end freezing of equilibria.

Uncertainty over with whom the equilibrium should be reached
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inevitably creates problems, It is a well known fact, for
example, that the nuclear balance does ﬁot 100k the same
depending on how we account for British and French nuclear
forces, _ ' |

Thus EW relations postulate the eﬁistence of blocs, and
postulate as well that each country will declare unrestricted
allegiance to her bloc, The contrary would not allow a freezing
of equilibria because autonomous action on the part of this
or that country might change an equilibrium into a disequili~
brium.

A sufficient equilibrium was kept in Central Burope because
both superpowers have paid maximum attention to unrestrained
allegiance on the part of the FRG on one side and the GDR on
the other. The situation is, howewer, sharply different in the
Balkans, where allegiance is normally heavily loaded with reser
vations, with the exception of Bulgaria. If we further extend
our consideration to the rest of the Eastern Mediterranean we
see a majority of countries which declare no allegiance to
either of the two blocs, and the task of defining an equilibrium
or freezing it becomesimpossible, |

If this is the logic of EW relations, the difference with
NS relations is very sﬁarp. J

NS relations, as dynamically pursued by the developing
countries, tend to modify existing equilibria rather than freeze
them, The goal of global development is interpreted by a majority
of LDC governments as meaning a tendency to a reduction in

income per capita differentials. It is extremely significant that
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the so~-called "basic needs" approach has been strongly criticized
at the official level., The problem is not mo much that of over-
coming absolute poverty., It is, rather, equality among nations,.

The NS question is the 1ogiéa1 and historical follow-up of
the process of decolonization., The logic of the NS set of rdations
'is therefore that of nationalism, Bconomic and political natio-
nalism concur in determining a position which entails refusal of
blocs, of hierarchies, of allegiance to any single‘foreign nation,

Of course, within the Third world we see many different
nuances of economic and political nationalism. Some countries
maintain economic policies which are oper to relations with the
'international market. Others are aligned and have kept a great
deal of consistency in their position in international relations.
In the EM we see examples.of all kinds of behaviour., We see, at
the same time, how nationalism is a common denominator of all
the different combinations of polici¥s, and, given certain condit
ions, can easily justify a shift from one combination to the
other,

The fact that economic nationalism is the logic behind many
of the initiatives taken by Third wWorld countries, in pursuance
of faster develbpment, is often lamented by those who believe
that free trade and, more generally, free international economic
intercoursg allow for all participating parties to maximize
benefits, However, it has become clear that, if on one side the
development of international economic rdations is a positive-
~-sum game, on the other the distribution of the benefits can be
uneven to an extreme, '

This is not surprising even from a theoretical point of view,
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given that very oéften internationai economic relations take place
in conditions of unilatéral or bilateral oligopoly, not pérfect
competition,

In most instances economic nationalism is the reaction to
the experience of uneven distribution of the benefits .of inter-
national economic relations, A clear example of this is in the
case of o0il, which is a fundamental factor in developments in
the EM.

There we witness a nationalistic attitude which leads not
only to the assertion of unrestricted national control over
natural‘resources, but utilizes such control to limit quantitative
production within certain ceilings. Thié attitude can be under-
stood only in connection with the fact that the international
economic system does not provide sufficient reward to dinmulate
an increase in production. (Such an increase would not necessarily
require additional investment: the countries involved are
deliberately ugderutiiizing existing productive capacity).

Given that there is no agreement on quantities to be produced -
this being the main reason for denying that Opec is a "cartel', .
as it is inappropriately called most often — such a manifestation
of economic nationalism would never have appearéd had the benefits
of intermational oil trade been distributed more evenly. The
very fact thaf this distribution has changed so drammatically
in the last seven years shows how uneven the distribution was
beforehand.

Bconomic nationalism is not a necessary feature of inter-

national relations, It is rather the reaction to a set of rulés
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(0l1d International Bconomic Ordep) which has not allowed an
requitable" distribution of the benefits of international
economic intercourse. The egalitarian logic of NS relations
leads therefore, along.with other individual or collective

behavior, to the request for a New International Economic Order

(NIEO).

B. Differences of participation and polarity between NS and EW -

Further differences between NS and EW, leading to short-run
conflicts between the two sets, are concerned with participation
énd the nature of polarity.

The difference in participation is relevant in determining
attitudes at the global level, less so at the regional one.
Globally we have on one side a substantial refusal on the part
of CMEA countries to participate constructively in NS negotiat-—
ions, andt® .a large extent also of minor industrialized countries,
from negotiations on strategic equilibria, While this appears
to have consequences at the global level, e.g. undermining the
appeal of the NPT, it is mueh less relevant at the regional one.
One could hardly say that nuclear proliferation in the EM is an
effect of non participation in the praparation of the NPT; and
if the Soviet Union does not participate constructively in global
NS negotiations, it certainly was' active on NS questions in the
EM proﬁiding economic support to most countries in a very
significant way.

Far more relevant is the difference in the natu:e'of polarity.
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BothrEw and NS relations are "polar", and both are de facto
bipolar, However the implications of polarity are profoundly
different,

In BW relations,‘polarity is'based on power, and militarw
power 1s increasingly bécoming the distinctive factor because
differentials in economic power are gradually fading out. In
the past polarity in EW relations was based on ideology: it was
a contrapposition between a liberal and a leninist conception
of the state and of its role in the ecbnomy. with time, the
‘importance of ideological affinity is decreasing, because
"national models" are proposed on all s;des, blurring the boundary
between different systems., )

‘Ideology is certainly still important in the European context.
Although there are strong differences in economic policy both
between the USA and her Western Eurbpean allies and between
the USSR and her Eastern European allies, there is still a
high degree od ideological affinity at the institutional level,
If anything, homogenefty has increased on the Western side during
the seventies because of the termination of dictatorial regimes
in Greece, Spain and Portugal. _

However, outside Europe ideology plays a very small role
indeed, A majority of countries in the Eastern Mediterranean
cannot be said to follow either of the two ideologies. TO a
large extent existing alignments are determined more by aversion
for one ideology than by sympathy for the other.

The Saudi Arabian ruling family certainly hates communism,

at the same time it hardly could be said to stick to the Wesfern
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principles of individual freedom, democracy and economic
liberalism., There are important consequences to this state of
affairs, because ideology is a powerful guarantee Of stability
of international alignments and allegiance to each bloc. As a
consequence , superpowers do not accept that ideology does not
play a role anymore, and try to revitalize it. Such a policy
has been followed recently by the USA by stressing the importance
of civil rights, and by the USSR by stressing the role of the
party (and the need to create one where it does not exist, e.g.
Ethiopia). In both cqsés, the impression is that the policy
backfired badly (given superpower objectives), leading to the
£all of the shah in Iran and precipitating guerrilla warfare-
in Afghanistan. ' |

If one accepts the concept that ideoclogy is not an essential
.ﬁbtor in international relations, then the door is open to an
evolution of the bipolar EW system towards multipolarity. If
France or West Germany'or the EC were superpowers (which they
are far from being)their status would be the consequence of
power, not ideology. _ ‘ '

An evolution towards mmltipolarity based on ideology is
more difficult, principally because no ideology succeeds in
effectively asserting itself in international relations without
a clear leader with sufficient power. In the Eastern Mediterranean
this is clearly shown by the case of Islam. Islam is the common
denominator of all = countries in the region - except Greece and
Israel. Nevertheless it has failed to perform a role because

there is no clear Islamié leader, In the short run the banner

4
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of Islam is agitated by this or that government~of party
(generally more than one at the same time, with strongly
contradictory consequences). , B

EW polarity is then essentially‘the consequence of a given
distribution of power, allowing both a potential evolution
towards multipolarity, and individual countries staying in a
"grey area" which is outside the polar system, not just in the
middle of it.

The same is not true for NS polarity. The latter refers to
objective economic indicators from which political attitudes
are generally derived, North and South are not groupings, thew
are forces, or definitions of relativity. If at the global
level these two forces generate two main groupings, the Group
77 (G77) on one side and the OECD on the other - the same forces
generate subgroupings within each'pf the abovementioned as well
as among centrally planned economies (CMEA).

Thus is would be wrong to talk about the South and the North
to indicaté groups of countries, in the same way as we may well
use East and West. Moét countries appear as either North er South
depending on the circuﬁstances. Italy'appears as North in
Mediterranean NS conflicts, while it belongs to fhe South when-
ever similar conflicts arise within the EC. In the Eastern
Mediterranean some sountries, e.g. Israel and Saudi Arabia,
belong to the North if we look at regional equilibria and
realities; however if we 1look at global relativities they both
belong to the South, The behavior of each country also depends

on the issue under consideration and her specific interests,



' ' ‘ 16,

Saudi Arabia has a Northern approach within the iMF, insisting
on financial orthodoxy and a Southern one within UNCTAD
supporting all the'proposais put forward by the G77..These are
not inconsistencies, as they are viewed by those who insist on
reasoning on the basis of a taxonomic approach. All attempts
to stress contradictioh between LDCs have so far failed as a
negotiating tool., One can see that these contradictions are
easily recognized by the LDCs; however they become irrelevant
for international alignments whenever the problem is being
discussed at the global level, . '

The implications of the nature of NS polarity for the
BEastern Mediterranean are extremely important. The region is
involved in the global NS conflict, but is also internally
divided by NS tensions: as a consequence .considerations linked
to economic development influence the behavor of individual
countries within the region in a complew way.

Also, regional béhavior crucially affects global developments
in at least one respect, i.e. 0il, As a consequence,‘impulses
emanéming from the region exacerbate NS tension within both
West and East. In the case of the West this has not been true
only since 1973 but was true before then, One only needs to
recall the role of natiomal oil companies from Italy and France
(a typically Southern initiative) in the gradual erosion of the

power of the Seven Sisters,
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C. Contradictions between EW Bnd NS processes

The differences emunerated above lead to the consequence

that the logic of either one of the processes dictates to

individual actors a behavpor which has often negative consequences
on the other process. The NS logic leads to behavior . which
is' EW destablizing, and the EW logic suggests policies which
are not compatible with cooperative NS relations., Furthermore,
the fact that there is conflict in NS relations can lead to
consequencés which are EW destablizing independently of the
behavior of any eme government,

Oon this basis, we can propose a typology of intérconnecpioné
between EW and NS. I shall limit myself to the emuneration and )
general description of those linkaées which are relevant to

the Eastern Mediterranean Region.

a) The existence of NS conflict negatively affects the process
of economic development in'almést all LDCs. If it wefe possible
to agree to a New International Eggggéic Order, the conditions
of some countries in particular/improve sharply. For some
countries - éertainly not for all developing countries - the
present conditionvof conflictual NS economic relations is the
major obstacle to politically stabilizing economic development,
Their development is either slowed down (and in.some instances,

stopped altogether) or constrained in such a way that it becomes

politically destabilizing for the domestic power structure,
»

Because there are some countries whose internal stability is

essential to EW equilibria, if their development is so affected
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by NS conflict, they constitute an objective 1link between the

two sets of relations. It should be stressed that:

i) not all LDCs in criticél economic conditions are principally
victims of NS conflict., Sometimes they are victims of bad
.démestic'management of their own economies (take Zaire);

ii) critical economic conditioﬁs do not always lead to domestic
instability. Countries become unstable not because they are
poor in absolute terms, but because they experience a process
of economic development which is either abruptly arrested or
inconsistent with socio-political realities; '

iii) not all unstable countries are immediately relevant to EYW
equilibria., In most cases these equilibria might change,if,
following a period of instability, a new leadership emerged

which would take EW destablizing attitudes (thus falling into
the case which we will discuss under (b)).

There are only a few countries whose position is such that the

opening of a period of instability will per gg'undermine EW

equilibria. In practice, most of these countries are in Central

Burope and The Eastern Mediterranean. The only important case

outside these regions is South Africa (which is an example of

a cduntry whose stability is threatened by the racial nature of

her regime, not by NS conflicts).

b) Independently of problems of domestic stability discussed
under a) governments may adopt EW destabilizing behavior while
pursuing NS objectives. In this group fall numerous kinds of

behavior,
The most obvious example is “commutihg" from ene bloc to the
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other in order to gain direct or indirect economic advantages.
As this practice has become increasingly widespread throughout
the sixties and seventies, the international climate and super-
power attitudes have evolved to the extent that today it is
most often not necessary to actually commute; all you need is
to resort to some "flirting" with the adversary bloc, i.e.
requesting economic aid without necessarily and officially
modifying the country's international alignments,

However, this practice is exemplary of allegiance reservations,
and it undermines the stabiiity of the blocs, or at least the
perception which superpowers have of it. It tends, therefore, to
enlarge the "grey areas" which make it impossible’to reach an
EW equilibrium,.

Secondly, countries may try to attract superpower attention,
or divert domestic attention from economic difficulties, by
resorting to regional conflict. We see internationally a growing
number of such coincidences: countries become more ready to utilize
military strength whenever they need assistance, The logic¢ behind
it might not always be the same, and does not need to be explicit.,
However the recurrence of this type of behavior is a fact,

If not to regional conflict, countries might resort to other
EW destabilizing activities in order to increase the perception
of their strategic relevance or manifest their displeasure'and
exert pressure, An example of this kind of behavior is nuclear
proliferation on the part of countries_which do not face a nuclear
threat, or a conventional threat : which could be deterred by the

possession of a nuclear weapon,
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EW destabilizing behavior with a NS objective can come from
industrial countries as well, because of aperception of dependence
in specific sectors, considered of "strategic" importance,
Armaments, nuclear energy and electronics figﬁre prominently as
exemples of sector in which European countries feel an excessive |
dependence on the USA, In order to éstablish viable national
industries, thesé countries are ready to export armaments on a
strictly commercial basis, with little or no political strings
attached, thus objectively facilitating the development of “grey
areas" and their'instability. There are other possible examples
of this kind of behavior, but they are nof relevant for the BEM,

A final linkage between the two sets of relations regards the
behavior of exporters of rawmaterials of strategic signi ficance,
0il is the most important case but not the ohly one. Absence of
an agreement on priming and production policies is a part = of the
NS conflict, Unilateral action on the part of the producers does
not evenly affect the two superpowers and their closest allies,

It affects for this reason EW equilibria, or at least the perception '

of them.

¢) Finally, we way consider NS desfablizing action. which is taken
for EW pmrposes, This falrls into two large categories, The global
attitude of the superpowers to NS problem and the way it is
(indeed very strongly) dictated by EWconsiderations; and super-
pwers attitudes on probiems of a regional nature, Only the latter
need to be treated in the present essay. '

Here the argument is perhaps less immediate than in the previous

two points. We must briefly recall the fact that the process of
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decolonization was so managed by the former colonial powers as to
lead to the creation of a plethora of formally independent and
sovereign states, whose structural basis are such that most of thenm
have little or no chance to develop on their owh.

There are, of course, significant exception: countries which
~ have sufficient population, territory and natural resources to
self sustain‘their economic development. There are also examples
of countries which, lacking one or the other of the indispensable
primary ingredients, are successfully integrated in the inter-
national economy and agressively pursue a path of export]xuigrowth.
Still, manyvcriticize the expgrience of the latter countries
because it only leads to dependent. economic growth. .

withoutnecessarilyshariné this point of view, I am one who
believes that the expefience of the NIC's cannot be generalized
altogether, mostly because industrialized countries cannot and
should not accept the kind of industrial redeployment that it
would entail.

Therefore regional integration among smaller LDCs is a fundamental
aspect of a positive NS process, The difficulties met by regional
integration attempts are possibly the most important cause for
the setbacks experienced by the Arab world, by most African
countries, by the Spanish speaking Latin American countries;

Regional integration among thesé countries has never received
more than 1lip service from the superpowers, They lmave, at the same
time, mostly been busy locating some "friend" or separating friend
‘from foe, A process of integration, which could not possibly be

just economic, would politically reinforce the regional actars,
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therefore necessarily involving some 10ss of control.

De facto, the Soviet Union has until recently been kept at
the margin of the regions to which these considerations are
relevant, and most of the responsibility for the négative attitude
to regional integration must be laid on the former colonial powers
and the‘USA. However, Soviet behavior has consistently proved to
be as divisive as possible,

| A second way in which EW cons;derations can hinder economic
development in specific countrieé, thus exacerbating NS temsions
in the long run is by freezing unsatisfactory domestic equilibria.
Underdevelopment is also due to "bad management® (and sometimes
more than »just that: corruption]oppressive regimes representing
only 1imited'e1ites, etc.,) on the part of national governmehts
of LDCs,.

At the same time, the fear that any change in the distribution
of political power could lead to a shift in the international
position of)bghntry‘has led both superpowers to support Jovernments
which_cleariy have no sound political base., The examples on the
Western side are so numerous that it is unnecessary to recall
them; one might add that it is only during the Carter Administra-
tion that the USA have somewhat modified their attitude.

It is important to stress that the argument is valid for the
USSR as well - even if they tike to appear as little more thah
the ostetrician which helps history to follow her inevitable

course by giving birth to revolution everywhere, One need only

mention Cuba. .
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Part II « The situation in the Eastern Mediterranean

I shall follow here the oidér given in the previous part

treating:

a) countries whose domestic stability is in itself relevant to
EW equilibria and threatened by NS conflicts;

b) countries that behave in an EW destabilizing way in order to
pursue NS objectives ; and

c) cases of NS destabilizing behavior deriving from EW considera

ation,

. a) Countries whose domestic stability is in itself relevant to

EW equilibria and threatened by NS conflicts

‘There are at least two countries in the ‘EM which fall into
this category, namely Turkey and Saudi Arabia. The stability of
Bgypt is also essential to EW equilibria, but at the same time
it is not threatened hy NS conflicts in the short-medium run. In
the longer run, the stability of Egypt, as well as that of Saudi
Arabia, would be threatened by the lack of sufficientprogress in
. regional integration, I shall deal with this aspebt under c).

The stabiiity of no other country in the EM is in itself
essential to EW equilibria, althought of course, these would be
affected by a change of governﬁent and/or policies: this will
be dealt with under b), Immediately outside what we have defined

as the EM there are two more countries whose stability is essential:
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Yugoslavia and Iran, In the case of the latter, the periodd
instability Ffollowing the fall of the Shah has indeed rapidiy

undermined the detente process,

Turkey

Turkey is the clearest of the two cases we shall deal with.

A few data on the recent economic devekpment of Turkey are
necessary.,

The record of Turkish economic gfowth was rather positive
until at least 1977 (Table 1); thereafter growth was stopped
abruptly. If we compare the Turkish.record‘on'gro&th for the
éeriod 1973-78 to that of other DECD countries, we find that
Turkey was the country that achieved the largest average annual
increase of GDP . in real terms (Table 2, column 1), This very
high rate of growth had solid foundations in a relatively high
rate of gross fixad capital formation as a percentage of GDP
(Table 2, column 2), a rate which allowed Turkey to rank third
only to Japan and Yugoslavia, well ahead of all the industrialized
European countries and of other Southern European countries as
well, The fact that such rapid growth was not translatedimmediately
into a higher standard of 1living is due partly to the exceptionally
Ahigh rate of population growth (Table 2, column 3); at the same
time it must be recalled that the higher GDP growth allowed an
average annual increase of GDP per person of 4%; and a growing
population can also act as a stimulus to growth if it does not

" endanger capital accumulation,
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long term indicators
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Turkey : some international comparisons

FRG

UK
Italy
Japan
Turkey
Portugal
Spain
Greece

Yugoslavia

& GDP
73-78

1.9
0.9
2.1
347
6.7
2.4
3.1
3.6
6.1

GFC
DF

20. 9
1841
19.8
29.9
25.8
17.0
20,8
23.0
34.3

x100

aPopulation
68=78

0.3
C.1
0.7
1.3
2.5
0.7
1.2
0.7
0.9
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These figures must be recalled because most articles on
the Turkish economic crisis stress the negative
role of inefficiencies in public industry and the ineffectiveness
of government economic policies (3)., While both Ffactors might
well be very relevant, the Turkish economy proved that it was
capable of growing at a high speed, until it was suffocated
by outside events, The increase in the price of o0il in 1974
upset the positive equilibrium in the Turkish trade balnce,
Turkey depends on imports for more than 75% of her total oil
supply (although it has large untapped reserves of domestic
energy/coal and nydroelectric).

Turkey imports rose abruptly, while at the same time her-
exports were damaged by the economic downturn in the industrial
ized countries., As a result the trade balance deteriorated badly
(Pable 3, column 1). The final blow came from the forced
reduction of Turkish emigration in Western Europe, concentrated
mostly in the FRG, .This entailed a sharp decline in remittances,
vhich, after hitting close to 1,5 billion dollars in 1974, Ffell
by 31% in two years in nominal terms (Pable 3, column 2). As a
consequence , these being the most important items in the Turkish
current balance, the latter went from a surplus of US, 484 million
in 1973 to a deficit of US. 3426 million in 1977. Thus, NS
conflicts hit Turkey twice: | |
a) because the price of oil increased too abruptly, after her

dependence on it had been magnified by a price which was too
low; and ' '

b) because (as a newly industrializing country), she was not
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provided with sufficient capital inflows andmarket outlets
to pursuve her growth path.

The Turkish case is interesting because it illustrates
the problems that a large number of countries (including some
industrial ones, like Italy), met in the late seventies, Faced
vith a deteriorating external situation and mounting domestic
demands, most governments were politically unable to react in
time, When the reaction came it was too late, and Turkey showed
appalling symptans of stagflation: in 1979 GNP gr®u¢h‘was/tgogn
mere 1%, implying a 1.5% decrease in per capita GNF; inflation,
as measured by the GNP deflator, was +61% over the year; real
Fixed capital formation dropped by 9% mnd industrial production
by 2.8%; the current balance closed with a deficit of 1;3biI1ioﬂ
dolliars,

The kind of domestic turmoil in which this state of affairs
ﬂunged Turkey is a well known fact. The military takeover which
ensued in September 1980 cannot be assumed to provide a solution
by itself. Most commentators agree that Turkey cannot be run by
military rule on a long term basis, and the military will need
an improvement in the économic situation. There is no way in
which such an improvement can happen without a cooperative - .

approach on the part of the industrial worid (4).

Saudi Arabia

The case of Saudi Arabia is very different. Turkey is a case
of a country whose growth is arrested by unfavourable NS develop

ments, Saudi Arabia is a case of a country whose development is
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far from being arrested, but 1is nevertheless constrained in a
path which is dangerous for domestic stability.

Since the béginn%gg of the Iranian revolution it has become
commonplace’ to point/Saudi Arabia as a dangerously unstable
country (5). I am one of those who believes that the Saudi
instability is today being exaggerated. At the same time it is
clear that any hyphotesis of gradual evolution within Saudi Arabia
can effectively be ruined if industrial countries from the West
continue to confront that country with demands that are incompa-
tible with her own long term interests and fegional equilibria.

We hardly need to argue that instability in Saudi Arabia might
by ' itself precipitate open conflict between East'and West.

The keY/gg; Saudi problem is her oil policy, Saudi Arabia is
confronted by what has been called Mida's dilemma (6), because
whichever way she manages her production, prices react, so that
her income is necessarily magnified., This vision points to the
heart of the problem, i.e. the excess of Saudi Arabia's o0il
income relative to her development needs, The mechanism at work
is however more complicated than Mida's. ‘

Saudi Arabia can try to moderate the evolution in oil prices,
but in order to 40 so she needs to have unused productive capacity,
on which her ability to influence Opec decision making depends;
wWhenever Saudi Arabia is short of unused capacity to produce o0il,
other Opec members can announce higher prices and the Saudis cannot
discourage them from doing so, This creates a situation in which
Saudi o0il is sold for less than any other oil (including non-Opec
0il): a situ?ion which can hardly be justified in terms of

national interest, and has an obvious destabilizing effect on the



30,

Sa'ud regime.

At the same time Saudi Arabia must increase production
whenever the supply from other countries is distrupted (as from
Iran since the end of 1978, and both Iran and Iraq since September
1980))’£ﬁ§i§%¥ial countries are unable to cut demand. Bach
increase in Saudi production decreases her available unused
capacity, and damages the country's influence over‘Opéc. To
avoid this, the Saudi should increase their overall capacity,

a difficult decision to take given that the country's long term
economic interest would be. best served by a reduction in preduction
to levels somewhere between 5 and 7 m, b/D (as against 10.4 m.

b/D at the time of writing), which would allow-for a rough

balance of exmprts of oil with the demand far impbmts of fDreigh
goods, _ -

Therefore Saudi Arabia is the victim of NS conflict because
it has to bear the burden of reconciling the conflicting interests
of 0il exporters and importers. A NIEO would necessarily involve
(or presuppose) a decline in the quantity of oil burned by the
industrial world and an agreement on some mechanism to increase
0il prices gradually. _

The Saudi Arabian government has been working to have Opec
agree on a Long Term Pricing Formula which would increase prices
gradually. The success of the Saudi strategy is however dependent
on moderation of o0il imperts of .industrial countries which has
repeatedly been requested by oil producers.

If industrialized countries continue to drag their feet on

energy conservation and on the development of enerdgy sources
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alternative to o0il, Saudi Arabia will be obliged to choose

between:

a) increasing production and productive capacity to moderate
prices and maintain international equilibria, thereby
exposing the country to regional and domestic instability;

b) reducing production within the limits dictated by long~term
self interest, and let prices skyrocket, precipitatiﬁg a
crisis in EW equilibria which might eventually be fatal to

the existence of Saudi Arabia as an independent country,

b) Countries that behave in an EW destabilizing way in order to

pursue NS objectives

The most frequent case of linkage between the EW and NS
axis is that of governments taking initiatives which are EW
destabilizing in order to gain NS advantages. The Eastern
Mediterranean offers a great welth of examples to this extent,
and in this paragraph. I do not offer an exhaustive treatment
of the topic. Rather I will point to the major examples, I shall
distinguish between moves that have a predominantly politico-

~strategic character and moves of a prevailing economic nature,

b1) Politico-strategic moves

The first type of politico-strategic moves that can be made
in order to reach a NS objective, and are unsettling to EW
equilibria, is what we called 'commuting' and "flirting".

Egypt is an important example of a "commuting® country. The
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shift of this country to a pro-Soviet stance was precipitated
by a complex of different motivations, largely, though not
exclusively, comnected to the which to speed-up the country's
economic development, It came at the'énd of a long process,
beginming with the nationalization of the Suez Canal, and
reading dclimax with the refusal by the United States and
nyestern" international organizations such as the wWorld Bank to
provide finance to build the Aswan Dam. '

At the same time, Nasser never became a wholehearted pro-
—Soviet, but increased Egypt's ties with the East in order to
conciliate as far as possible butter and cannons., This is not
to say that SS motivations {(the conflict withrIsrael; the rivalry
with Iraq), were irrelevant; at the same time it is important to
stress that the SOQiet Union had been looking for a client in
the region for a long time, and it is friendship to Egypt that
determined her position on Israel rather than the opposite way
round,

It is the failure of Soviet economic aid, its inability to
get Egypt's development out of the doldrums, which s& the stage
for Sadat's new reversal of alliances in 1972. We may very well
say that the latter was a move with NS objectives, and it was
undertaken in order to get eccnomic aid from the USA as well
as from Europe,

It is quite possible that, if the Egyptian economic situation
does not improve within a few years we might witness a repetition
of the past. The only difference might be that this time some
"flirting" might be sufficient instead of full-scale "commuting".

The attitude of the USA on non-alignment has become far more
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tolerant in the meantime, so that a generic rapprochement with
the USSR - which is still an important economic partner - or a
show of disleasure to the USA might be sufficient to gain
additional aid,

Iraq is a similar story. Her pro-Soviet position is closely
comected with the long fight with the former owners of the Iraq
Petroleum Co,, i.e. all the major international oil companies (7).
In the modern history of iraq 0il has always been the central
political problem. Furthermore, and differently from other
countries in the region, the presence of 0il companies in Iraq
has attracted the attention of international diplomacy and
government interference from the-very beginning (8). Iraq's oil
was also utilized to put off the Mossadeg government in Iran (9).
To the eyes of Iraqg's politicians the identification of the IPC
with "the west" has always been evident, And throughout the
sixties this 1link remained more important than the political
and military ties to the East.

The stubborn resistance on the part of the o0il majorsto
agree on conditions which, in retrospect, appear <very favourable
indeed to them, increasingly pushed Iraq towards economic
cooperation with the East, Iraqi production was deliberately
kept at a low level (10), and with it the government's revenue
and ability to invest in industrial development., The process
reached its_highest mark in the early seventies, when Iraq turned
to the Soviet bloc as an outlet for some of its crude, in order
to lay the basis for full nationalization of the IPC. When this

was finally enacted in 1972, the Soviet connection was. important
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in allowing its suceess, sharply contrasting with the Iranian
experience PDyears earlier, Pblitical ties with the Soviet Union
reachedeyﬁeak at the same time, with the signature of a "friend-
-ship" treaty (1972).

During the Ffollowing years, however, the equilibria in the
international oil industry were upset. As more and more exporting
countries established production ceilings to conserve their oil,
Iraq was able to find new market outlets., Initially the opportunity
‘was utilized to increase overall production, but after the fall
of the shah and the ensuing collapse in Iranian oil exports, it
became clear that Itaq was in a position to easily sell all the
o0il that it could produce (11). The stage was therefore set for
Iraq's return to a more pro-Western attitude, although the reversal
was less complete than in the case of Sadat in Egypt (Iraq did
not need to do more than it did, after all).

Naturally, there were alsc other reaéons that motivated
Iraq's new policy, however the willingness to pursue an objective
of rapid industrialization fuelled by the revenue accruing from
increased 0il exports was an essential factor., At the roots of
Iraq's intolerance towards the Khomeini régime in Iran is the
incompatibility of the respective economic strategies. In parallel,
the alliance with Saudi Arabia was cemented by the fact that she
was compelled by events to produce more oil than she wishes, and
has welcomed Iraq taking some of the burden off her shoulders
(at least until september 1980).

'Iraq is therefore another example of a country that utilizes

her foreign policy in order to pursue her development strategy.
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An alignment with the East was pursued and maintained as long as
it allowed her to reconcile the reestablishment of national control
over natural resources with a process of industrialization. The
same was given up when national control was already a well -
established conquest, while Europe and Japan were able to provide
better technology (and arms). |

Egypt and Iraq are the clearest examples of commuting in
the Eastern Mediterranean, but one might discuss a variety of
other cases, Very often a move is not determined solely by NS
objectives, but these play a role nevertheless, For example, we
might consider the case of the aborted Syrian attempt to commite
to the West in 1976/1977. Although this wa{s abandoned by the
Syrians because of political-developments (the Camp David
agreement), one cannot but note that Syria was, and still is,
experiencing grave economic difficulties,

The second type Of politico-strategic moves that I am
concerned with here is the resort to local conflict either to
attract superpower attention or to distract domestic attention
from economic difficulties, The case of Syria might again provide
an example with reference to her intervention in the Lebanon,
However, by far the most important question one must address in
connection with th%igkind of behavior is how far the Arab-Israeli
conflict with all/ramifications can be considered as an appropriate
example of it.

The Arab~Israeli conflict was initially politically motivated,
and with a predominant $S character, although some Arabs will

maintain that the British handling of the Palestinian problem was
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expressly geared to introduce an element of division (hence
dependence) in the Arab world.

~However, one might raise the question of how far the
individual episodes of war were motivated by economic frustrations
as well. In the case of Bgypt, I think one might reasonably
argue that both in 1967 and 1973 the underlying continuing
economic difficulties contributed to tilt the balance in favour
of war., In both cases, Nasser first and Sadar then, must have
reasoned that - whatever the immediate outcome of theirinitiative -
~ it was the only solution to break an economic impasse as well
as the political one, Had the economy been in a phase of rapid
development, the cost=benefit analysis would have led to different
conclusions,

In the case of 1973, Sadat's initiative must be seen in
conjunction with his following resort to commuting and finally
his visit to Jerusalem as a logical sequence geared to creating
conditions that would allow an Egyptian economic take-off,

It is important to note that sadat's interest is predomin-
antly in enticing investment from Europe and USA rather than in
integration with Israel. The latter is to the North within the
region -~ or so it was perceived as being by her Arab neighbours
in the past, although this perception might be changing today.
Prospects of economic integration between, Israel and her neigh-
bours even on a limited scale were ruled out not just because
of the conflict, but also because the Arabs were unwilling to
accept Israeli economic leadership (a NS relation vis & vis

Israel)., This is one more ele ment which adds a NS dimension to
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the Arab-Israeli conflict, although a fading one (12);

One further aspect is the role of NS tensions within the
region. After 1973, the Saudi financial assistance to Egypt
was beginning/;glgiically suffocating, without opening significant
options f@r economie development, Sadat's initiative was there-
fore also a way to escape from excessive dependence on Saudi
money - by cutting down on the costs of continuing military
confrontation and gaining access to alternative sources of
finance in the USA.

- Sadat's visit to Jerusalem is a rare case in which peace
and. de¥elopment converge, while at the same time it further
unsettied EW equilibria because it 1ed to the exclusion of the
Soviet Union from the peace process and killed the conference
in Geneva (13).

What the evolution of the Arab-Israeli conflict tells us
is that SS conflict, can be made more complex by the NS tensions
‘which it may denerale; also once superpowers are involved%tacquires
EW relevance, thereby becoming a . possible instrument for achieving
NS objectives.

Of course, this is not to say that the conflict is kept
alive just in order to gain economic benefits (some experts
doubt that Israel would be economically viable if it had to
give up the unilateral transfers which are largely justified
by her fight for survival). At the same time NS objectives
might exacerbate conflictual behavior within a controversy
extended throught the years, seriously undermining the chances

to ever come to a solution,
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b2) Moves with a prevailing economic nature

Sometimes decisions which are fundamentally economic have
such implications as to upeet the EW equilibria in a relevant way.
The first and foremost case is that of oil prices. Although not
all Opec countries belong to the Eastern Mediterranean, it is
in this region that we find some of the most influential members
of the group., Purthermore, their behavior was essential in
precipitating oil price increases in 1973-74, and again in 1979-80,
and this is a point which is essential for our further reasoning.

In fact, we must ask ourselves why Opec, which was formed
in 1960,-repeated1y failed to restrict production in order to
get price increases (that is: act as a cartel) throughout the
sixties, while in 1973 it succeeded without agreeing in a
“"prorationing" program., The reason is that a number of producing
countries decided to limit unilaterally ' their production -
= starting with Libya in 1970; or did not allow the kind of
increases that thejﬁbmpanies were looking for (e.g. Saudi Arabia
was seen by them as producing some 20 million b/d in the 80s).
The price increase decided by Opec was the final outcome of a
series of non-coordinated unilateral decisions made by individual
key producers in the Bastern Mediterranean (14).

The fact that these countries decided to put a ceiling on
their production was due to the structural conditions of their
economies, The decision on the amount of 0il which should be
produced can be assimilated to a portfolio choice among different
assdgs: 0il in the ground in one asset, and it may be traded with

industrialization at home, industrial investment abroad, real
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estate or financial investment of variocus kinds, etc. The
deciéion to keep 0il in the ground was taken by those countries
that did not have promising opportunities to invest in domestic
industrialization, while international financial investment was
becoming less and less attractive both politically and economically
A course which finally upset EW equilibria was put motion by the
structural conditions of some o0il producers., and by disturbances
in the internatiordfinancial markets. The existing international
economib order did not provide sufficient returns to ensure an
"appropriate" behavior on the partof these countries. We might
say, paraphrasing Hirschman, that it was a case of "exit" rather
than "voice" (15); equally it was action to be understood within
the NS context. It was also a case in which one could see very
clearly the importance of regional integration: but more on this
later.

NS economic action which has underming effects on EW
equilibria can also be undertaken by "minor" industrial countries,
as was mentioned earlier. In the case of the Eastern Mediterranean
the most important example is that of arms sales on the part of
European countries., The Arab countries in the region have been
the largest buyers of armaments in recent years, and the possibility
to buy them from EBuropean countries under increasingly liberal
political conditions has created a situation in which arms
supplies are no longer an instrument of political‘control. Although
not all countries in the region have shifted to a different source
when confronted wi&%cﬁéther a general or a specific denial of

military hardware/one superpower, some have successfully proved
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that it is possible to do so (16). By itself, this development
tends to limit thecredibilityof allegiance, and undermines the

solidity of the blocs which is essential to the logic of detente.

c) NS destabilizing behavior deriving from EW considerations

In this paragraph, we shall consider the attitude of super~
-powers to regional integration among Arab countries.

The present state of Balkanization of the Arab world was
essentially determined by British and, to a lesser extent,French
policy towards the area, The British attitude was explicitly
that of creating a large numebr of weak independent states over
which it would be easy to maintain substantial indirect control.
without discussing here the cased Israel, one need only recall
that tgﬁupritish wunsuccessfully opposed the reunification of the
Hejaz /the Nejd, Fforming what today is Saudi Arabia; and success-
fully preserved the independence of Xuwait, Bahrein, Qatar, UAE,
Oman and Yemens from . possible further Saudi expansion., In the
Fertile Crescent as well, conditions were created that led to
independent Iraq, Syria and Jordan,

 After the Second World War the Arab-Israeli conflict further
complicated the picture., While British controvﬁﬁgiigion rapidly
faded out, the American commitment to Israeli survival entailed
a negative bias against any prospett of Arab political integration
which might have paralleled the process which the USA were
favouring in Burope,

Strategically it was believed that the USSR ' could be .
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contained by the countries of the Northern Tier, and the
instrument for this policy was to be Cento, Thus Arab integration
was not perceived as being necessary on this account, as was
instead the case with Buropean integration. Furthermore, any
process of Arab integration might have endangered the domestic
power structure in the Arab states, finally leading to the
emergence of a political entity which might not be controlléd

as easily. (

Being essentially excluded from the region, the Soviet
Union concentrated efforts on establishing ties &ith whatever
country in the region might wish to do so, Although Nasser was
certainly a believer in Arab integration, he wés, if ‘anything,
encouraged by the Soviet Union to take attitudes which were
highly divisive. within the Arab world. Later, Algeria became
closer to the Soviet Union, and this move was parallel tochoices
in domestic economic policy which led to the practical shelving
of the idea of Maghrebi integration,

Today, the Soviet Union's closest allies are fighting
against fthe new initiative for Arab integratioﬁ led by 1Iraq
and Saudi Arabia, which 1éd to the convening of the 1980 summit
in Amman. The PDRY has become an assdciated member of the CMEA,
while it also took foreign policy positions deeply at odds with
the rest of the Arab World, The least that one might conclude is
that the Soviet Union is doing nothing to encourage political
and/or economic integration among Arab countries, not even among
her own allies (which would be a difficult propiositimanyhow;

nevertheless it was attempted. both by Egypt and lately by Libya
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with respect to Syria and failed in both cases; and relations
between Algeria and Libya are poor).

The consequences of the negative attitude of superpowers
towards Arab integration are immense, All & the Arab countries
individually suffer from the lack of some necessary ingredient
for economic growth., They are an almost perfect case of an
"optimal currency area", their factor endowments being largely
complementary rather thaﬁ competitive. Still integration proved
impossible on political grounds (17). No one knows how the
economic situation of the Arab'world would have evolved in the
presence of outside pressure to integrate economically and
politically, as it was exerted on Europe, However, it is
difficult to avoid the impression that greater progfess would
have been possible,

Had there been a succéssful process of economic and
political integration, it is quite likely that the oil situation
would have developed in a different way. The Arab countries
would have enjoyed a better bargaining position in the 50s and
60s, which would probably have set in motion a process of gradual
evolution, allowing the kind of adjustment in the industrial
countries which was prevented by the stubborn resistence to
change displayed by the Seven Sisters, At the same time, the
integrative process would have generated a broader spectrum of
investment opportunities, allowing a better utilization of oil
revenues, and shifting the portfolio decision we referred to
earlier from conservation to greater immediate production,.

As a consequence we might never have had the oil shock of
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the seventies, An Opec might not have been formed, had not the
decolonization process created a number of one~dimensional
states (o0il being their only political variable), which because
they are one-dimensional, cannot compromise and agree to limits
on the utilization of their only weapon.
‘ In this way the EW preoccupations which dominated the
behavior of both superpowers combined with the colonial history
of the region in creating conditions which did not eﬁé@urage a
positive NS development (economic integration), In turn, as we
have seen in previous paragraphs, the frustration of the aspiration
to industrialize led to a conflictual behavior, political in-
stability, shifting of alignments etc., all of which combined
in generating tensions which finally ruined détente.

The same line of reasoning may paradoxically be applied
to the Balkans, however in that case developments since the war
have changed the situation, and.today Balkanic economic¢ integratior
could hardly be accepted as the cornerstone of economic develop~
ment by the countries in the region, The situation was different
in the mid fourties, One might recall that the classical article
by P;N. Rosenstein-Rodan, inaugurating the school of thought
on balanced growth, was principally aimed at the Balkan situation
and stressed the need for regional economic integration {18).
Today the idea of Balkan economic cooperation is not'dead, and
is often being revived by some countries in the region (19).

At tﬁe same time it is clear that while Greece and Turkey
have predominant economic ties with the EC, others have predominant

ties with the CMEA, while Yugoslavia and Albania lie in between.
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This state of affairs is nowadays a structural feature of the
'region, and it is difficult to imagine that it could beradically
changed, -

This however doés.not mean that there is no room for regional
economic cooperation in the Balkans; such cooperation is conceivable
as a parallel of cooperation between Western and Bastern countries
in central Burope, Both processes should find their institutional
framework within EC-CMEA cooperation,

Thus we might say that EW considerations ruled out ?conomic
integration in the Balkans in such a drastic way and for sé'long
that the idea ceased to be valid, One might add that this is
not without some serious shortcomings. Indeed, we have today
in the region some countries whose exact collocation in terms
of regional integration processes is not clear, The problem QE
most acute for Turkey, which would have been an obvious participant
in a process of integration in the Balkans, had there been one,
Today Turkey is mainly oriented towards the EC, however this
orientation finds considerable domestic opposition from political
forces which would favour integration with the rest of the Middle
Bast. Among EC members scepticism on the possibility of Turkish
membership in the Community is widespread, because of the wide
gap in the level of ihdustrialization which risks turning in-
tegfation into a negative factor for Turkish development,

Finally one might note that the Soviet Union has recently
changed her negative position on European integration. As a
consequence, no objection is being raised to Greece becoming

an EC member, and the same would likely be true for Turkey (while,
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on the other hand, objections to Spain becoming a member oOf
Nato are explicit). At the same time, it is certainly not by
chance that the idea of Balkan economic integration has been

revived by CMEA countries in the last few years.
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Part III : The problem of tackling the intersection of =V and

NS in the Bastern Mediterranean

In the previous pages I tried to formlate an organized
treatment of the way in which the NS and EW dimensions in inter-
national relations interrelate in the Eastern Mediferranean.

I shall now try to draw some conclusions, deriving both from
the general discussion in part I and its application to the
region in Part II.

A word of caution is however necessary. All of the examples
provided in Part II are debatable, The behavior of any country
or political system can be interpreted, but a large element of
subjectivity is inevitable. The objectives of any specific action
are often numerous and diverse, sometimes unconscious, sometimes
the total result of the action of individual forces which pursue
different objectives.

Wwhat is important to the conclusions I will formulate is
not the validity of any specific example among those mentioned.

I will abstain from drawing detailed conclusions related to the

many problems of the Eastern Mediterranean, I will limit myself

to some general indications which are relevant for the region.

what is important is therefore the overall argument which was

presented up to now, It might'be useful to briefly summarize

it at this point:

a) the two dimensions of international relations, EW and NS, are
contradictory in the short term because of logic, participation,

polaritys;
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b) the realities of the NS dimension (both objective indicators
and policy choices of individual countries) prevent progress
along the EW dimension, and viceversa.

What, then, is to be decne?

A, Accessory utilization of economic instruments is insufficient

» . We might pose the question if, after all, this is not merely
an argument in favour of utilizing economic instruments to sup-
Plement political and military ones in c¢risis management., This
conclusion might be a meagre result for our ambitions approach.
Its drawback is eadly found: economic instruments are costly,

One might agree on the importance of economic instruments
while at the same time denying the need to discuss NS relations
in a broad perspective., Neither is it necessary to consider the
possibility of a New Internationél Econormi.c Order, as requested
by the developing countries within international organizations,
Rather, one might, at most, point to the opportunity of taking
measures specifically designed to solve well delimited economic
problems, which are evidently and directly leading to undesirable
political and strategic consequences.

In other words, we (swperpowers, the West) should be ready
to buy out pieces of political stability or military advantage,
and this is what economic instruments are useful for.

This line of reasoning is insufficient and possibly even
self-defeating, It is insufficient because the episodic utiliz-

ation of economic instruments in the way suggested seldom succeeds



in buyng stability and/or advantage in the long run. Very soon
new problems emerge, or eipectations change, and equilibrié are
questioned. This, as we saw, is the very logic of NS relations
at work. It may be self-defeating because the adoption of such
a strategy immediately stimulates EW destabilizing behavior in
order to extract the maximum price for any parcel of stability
or any advantage which is sold. This too was discussed at length;
It is a line of reasoning constrained within the EW logic.
The idea that economic instruments may be utilized to supplement
political and military ones has a partisan character. It cannot
succeed because, as we tried to argue, many countries are in-
terested primarily in the NS dimension and the latter has a

different and conflicting logic.

B. Attempts to uncouple: subordinating NS to EW

The thrust of the argument is therefore not just that
economic instruments should supplement political and military
ones. Faced with the contradiction between NS and EW one must
either try to solve it or to manage if. Let us first examine
the former hypothesis.

A solution of the contradiction could be sought through
the systematic subordination of one set of relations and
Priorities to the other. |

There is very clearly both in the West and in the East
a tendency to subordinate the NS dimension to the EW one. This

tendency probably reached its best expression during the
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Kissinger years. In that period the superpowers searched for
an agreement between themselves, ignoring NS tensions and
demands both at the global level and within each bloc, in the
belief that ultimately an agreement between superpowers could
be imposed on all countries, and that it would .allow the
containment and/or management of any kind of NS conflict.

We are not here to discuss if this attempt could have
succeeded had it been pursued in a different way; the fact is
that it failed. One has the impression that this autcome was
determined not so much by the poor application of a good
strategy. Rather, superpowers do not have sufficient 1nstruments
(1nc1ud1ng economic, political and military) to deal effectlvely
with all the NS conflicts at the same time; also, superpowers
were unable to reach an agreement on how to contain or manage
NS conflicts. The determination might have been there, but the
political gap was too large to be overcome.

The Arab-Israeli conflict is one of the main cases in
which the Kissinger doctrine failed. Eventually, it proved
1mp0531b1e to reach an EW compromise on a peaceful solution,
this being prlmarlly the result of behaviour from local actarg
vhich both superpowers could not control; thus the bid for peace
took a turn vhich excluded the Soviet Union. Outside of the
region we are conéerned with, many more examples are available.
The Kissinger doctrine had good results only in containing the
nuclear arms ' race and in creating a framework favourable to
détente between Western and Eastern Europe. In other words, it
succeeded whenever actors recognized fhe preeminence -of the EWMD

dimension, it failed whenever this preeminence was rejected.
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The idea that the uncoupling of EW and NS 1s possible by
fecovering the dominant role of the superpowers is a recurrent
temptation, but the inadequacy of instruments available to the
superpowers is ultimately the decisive factor. Thus Carter might
declare a policy of direct American presence in the non-Nato
countries of the Eastern Mediterranean, but then a RDF does not
exist yet. Will it ever become available? Reagan promises to
make America great again, but he will certainly find it impossible
to reconcile the need for a smaller federal budget; 1ighter'taxes
and expanded defense expenditure. The Soviet Union appears to
have an increasing ability to intervene globally, but this does
not mean that her instruments do not have limits. These will
appear very soon if her international commitments grow further.

In the end, the position favorable to utilizing economic
instruments in coordination with political and military ones,
but without facing the issue of a New International Economic Order,
is also confronted with the problem of its excessive cost. It is
a variation, certainly different from the Kissingerian approach,
within the same philosophy of subordination of NS to EW. It is
indeed surprising, along this line, how limited the economic
incentives finally provided within the Camp David process were,
The negative economic consequences of the Middle East conflict
at the global level must obviously be underestimated, otherwise
one would expect industrial countries to be ready to pay a
higher price for peace. Certainly they were underestimated in
the past: peace might have been "bought" in the Middle East in

the fifties for a price which today would appear to us very
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reasonable indeed.

Thus the idea that uncoupling might Be achieved by shbor-
dinating NS to EW cannot be rejected in theory, but fails in
practice because insufficient instruments are provided. The
Middle East conflict is a very illuminating example of this.
Might things change in the future? Yes, but why should they?

C. Subordinating EW to NS

Uncoupling is also theoretically possible by subordinating
EW relations to NS priorities. This waygghinking is increasingly
widespread among leading politicians in the Third World. It is
also common in some left-—wing European forces which are convinced
that the only real problem is North-South relations, and once
everything is done to eliminate conflicts in these, conflicts
in EW relations will disappear as well, It is a position which
assumes the non-existence of the short term contradictions I
have tried to underline. It is either based on the belief that
the superpowers (as far as Western political forces are concerned,
the USSR in particular) are not aggressive; or on the belief that
they are "paper tigers", i.e. weak. In both cases, NS progress
wiil accelerate the crumbling of blocs, and war will not happen
as a result.

If the reasoning in this paper is correct, this strategy
does not stand a chance of succeeding. EW considerations matter,
and if they are‘ignored in order to favour NS objectives, conflicts

in EW relations will multiply‘until progress is blocked along the
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NS axis as well.

Again, the Eastern Mediterranean provides a good illustrat-
jon. In the period 1973;79 most countries in the region indulg-
ed in EW destablizing behaviouwr in order to pursue NS objectives.
The result is fast increasing direct superpower military presence
in the region and an extremely high level of EW tension.:

Ignoring EW considerations leads to increased regional
conflict very easily. Because NS polarization is not active only
at the global level, but at the regional one as well, unique
considération to NS problems is divisive. Shelving the EW

dimension leads to nationalism untamed.

D, Managing the interrelation

If then uncoupling does not appear feasible, we can only
try to manage the interrelation between EW and NS with a goal -
of minimizing short term contradictions. This involves a broad
spectrum of initiatives, none of which are sure to succeed.

At the global level, it is necessary to recognize the need
for a New International Economic Order; it is necessary to insist
-~ on a meaningful participation from the East in the search and
implementation of such on Order; it is necessary to reach agreement
between superpowers on the need to favour regional economic
integration, to limit arms trade, to reduce or exclude direct
superpowers presence in some regions. It is necessary to reach
some kind of global agreement on raw materials supply, and
utilization of common resources, along the lines that the new

Law of the Seas would provide for.
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Stating the need a NIEO is not the same thing as accepting
all requests of the Group of 77, While this would prove an un-
feasible course, the need to manage EW/NS connections is a
criterion to select those problems to which priority.should be
given, The Eastern Mediterranean experience exemplifies this
point: if sufficient financial resources had been available from
multilateral organizations, cuuntries in the region would not
have adopted EW destabilizing behavior so frequently., Anessential
feature of the NIEQO we should be working for is therefore an
expanded role.for the World Bank and other multilateral organiz-
ations; the "multilateral® nature of the latter should be re-
inforced by creating preconditions for Soviet membership in them.

At tpe regional level a number of indications could be
spelled out. In the Eastern Mediterranean regional economic
integration is a fundamental element, and a broad international
agreement on the principle of Arab political unity &ould be |
very impértant. A clarification of the position of some countries
- e,g., Turkey - with reference to regional integration processes
would have important stabilizing effects., Economic cooperation
in the Balkans is not as important but should not be overlooked.
Finally, Mediterranean cooperation between the Arab World and
the EC is c¢crucial, because of the objective importance of economic
links between the two groupings. The role of the EC is therefore
essentially one of defihing and promoting regional economic
integration processes,

It is difficult to expect that superpowers will be en-

thusiastic about Arab integration. The US were a fundamental
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factor of the beginning of European integration, but later
conflicts with the =C multiplied. The Soviet attitude towards
the EC has been negative until recently, and relations remain
very difficult. A process of Arab integration could take off
only if the emphasis were laid on economic integration, because
present conditions bar any chance of political integration or
regional security agreements (20). At the same time in the longer
run the process of economic integration would spill over into
the political and military fields, Although international
alignments could remain valid at the beginning, with time they
would tend to diffuse, The question is: are the USSR and the
USA ready to agree in principle that such diffusion should
eventually take place?

A further indication is that the Soviet Union cannot be
excluded from a search for peace in the region, Some kind of
superpower agreement is a necessary condition to regional
integration, which in turn is a necessary condition for peace,

Superpower.agreement is also necessary to limit the arms
race in the region, and arm sales specifically. Buropean countries
should be led to accept self-restraint in this field, an objective
which can be achieved, -

 0il is so important to the Eastern Mediterranean that a
global agreement on a few basic points (1imitation§ on demand
for imports,'guarantees on minimum qﬁantities exported, some
agreement on prices) would have enormous positive effects on the
region, Here too, the possibility of the Soviet Union becoming

a net importer, and the fact that other Bastern European countries
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already depend on imports from the Eastern lMediterranean point
to the need for responsible participation on the part of these
countries in global energy negqtiations.

Finally, a‘few specific initiatives might be taken -~ some
do not require wide international agreement - in order to diffuse
well delimited elements of crisis. A possible example is the
need to provide alternatives to oil traffic across the Strait

~of Hormuz.

None of these initiatives is easy, of course, Pessimists
will say that there is no chance to manage the interéelation of
EW and NS, Success is certainly not assured, but then what is
the alternative? The presen?fgfeaffairs seems inevitably bound
to generate war. Finally, even if we succeeded in managing the
interrelationship,'not all problems would be solved:$5 conflict
would continue to emanate dangerous shock wares, To name just
the most important case, what about the Palestinians?

I have no answer to that, except that a mismanagement of

EW/NS interconnections will not help the Palestinians anyway.



- NOTES

1) As it has been made officially clear, Nato would not intervene in
the event of a Soviet invasion in Poland although this development
would be indeed very critical in the European context.

2) Some clarification is necessary on terminology. Countries of the
world can be divided into two large groups: industrial or DC's
and developing or LDCs. The first group includes both the OECD
and the CMEA (although both groupings have members which are non-
industrial). The second is often called Third World, but this

raises the spectrum of a Fourth World, opening the door to an unlimited

number of subdivisions. The Group of 77 is the diplomatic expression
of the developing world within UN organizations. I deliberately
abstain from using "North'' and '"'South' because, as is discussed in
detail later in the paper, -these are concepts of relativity, and NS
tensions exist within each group as well as globally, between DCs
and LDCs. '

3) See, among others, the OECD country report for Turkey, 1980.

4) Financial assistance was especially provided by a group of industrial
countries in 1980. The FRG took the lead in arranging the financial
package. Strategic considerations were prominent, and will continue
to beiin influencing the attitude of other OECD countries towards
Turkish economic needs.

5) A. Hottinger, "Internal Change and Regional Conflict: the case of
the Gulf, paper submitted to the IISS XII Annual Conference, Stresa,
11-14 September, 1980, p. 6. Also, T. Koszinowski '"How Stable is
the Political system of Saudi Arabia?'', mimeo, IAI RS/1980-55/STAFF.

6) D. Rustow, "U.S. -Saudi Relations and the Qil Crises of the 1980's",
Foreign Affairs, April 1977, p. 511.

7) N. Sabra, "Rivalita fra potenze locali e superpotenze nel Golfo',
Politica Internazionale, n. 6, 1980, p. 85-86. The partners of I¥C

were: Shell, B.P., C.F.P., Standard O0il New Jersey, Mcbil, Texace -

Gulf Standard 0il Califormia.

8) The saga of international negotiations leading to the formation of
the Iraq Petroleum Co. is a classic of diplomacy and intrigue. By
contrast in later years the granting of oil concessions as important
or even more important than the Iraq?one in countries such as Kuwait
and Saudi Arabia, arose a minimum of diplomatic attention.
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9)

10)

11).

12)

13)

14)

15)

16)

1

Iragi production was increased to support the boycott of Iranian
oil after the nationalization of assets belonging to the Anglo-
Iranian 0il Co. (today's B.P.).

Iraq always maintained that IPC was underinvesting in the country,
ignoring its promising prospects. In retrospect, exploration results
confirm the Iraqi potential. Of course, the behaviour of the

companies could easily be justified in relation with the negative
"political climate'. The question is if a different behaviour on

the part of Western governments might have reassured the owners of

IPC and caused an early settlement in the dispute.

Iraqi production passed from 67 million tons in. 1972,7115,0" -
million tons iR71978;.and 175 million tons in 1979. '

It is fading because while the economy in most Arab countries is

today rag%g&y growing, thanks to direct or indirect benefit of oil
revenues,AIsrael is experiencing a very bad economic crisis, with
many elements of similarity with Turkey. The economic crisis is
affecting Israeli's political stability - if not her democratic
institutions - and leading to more '"aggressive'' foreign policy behav-
iour, e.g. in the issue of West Bank settlements. .

The conference was Kissinger's way to take into account the Soviet
Union, because in his eyes after all even a Middle East peace treaty
was to be primarily an agreement between the superpowers. It is only
after Sadat's visit that the USSR was excluded from the negotiations,
and the Camp David process. It is certainly no chance that Sadat's
visit was encouraged by such countries as Romania - not the super-
powers. '

I am summarizing in this paragraph and in the folloWing one an argument
which I made extensively in "L'Opec nella economia internazionalé'';
Einaudi, 1976.

A.0. Hirschman, "Exit, Voice and Loyalty - Respones to Decline in
Firms, Organizations and States', Harvard University Press; Cambridge;
Mass. 1970. '

M. Cremasco has reached the conclusion that in the context of the EM

region arms sales are hardly any more an instrument: to require politicéi«

influence over the purchasing country, see his "I paesi arabi ed il
commercio degli armamenti', mimeo, IAI/19A/80:
-'/ :"
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' 147) TRivalries are important both between countmes and personalities
‘within the Arab world. Also, polltlca.l 1deolog1es are different.
Yet, neither rivalries nor ideological dlfferences can be said to
‘pe fuch worse than those that caused two WOI"ld Wars in Europe in
:a.30 years span of time. Stlll European 1ntegratlon is & reality,
-even .if .rivalries and differences aré far from being forgotten.
‘Therefore, I cannot buy the’ argument that Arab 1ntegratlon is JUSt
1mpOSSlble - i

18) <:Greece has been very active in pmmotlng Balkan cooperation.- A f 1r-st
~gonference. W1th thlS purpose was held in Athens in 1976. A secOnd
donference, was: held in Ankara at the end of 1979. The long mterv’al
“'was- attributed: in Athens to Bulgarian reluctance. This was' viewed-
~incturn. as. ,stenmu)g from Soviet unw1111ngness to risk a new pOlltlcal
- grouping. emer'glng Anthe Balkans'.  See "Greece offers brldges gg’ al
.dowry to the Nine',. F1nanc1a1 Tlrnes, 28/11/1980 TR

19): *This is the. mdlcatlon whlch emer'ged from the Arab Su:rmlt in Anman m
- .Degember 1980. o :
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