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Introduction
Gerald Frost

On May 10-12, 1996, more than 300 leaders of intellectual and politi-
cal opinion met in the glittering chambers of the Cernin Palace in the
Czech capital to convene the Congress of Prague. Welcomed by
Véclav Havel, the Czech president, their purpose was to celebrate
the achievements of Western civilization and to affirm the values on
which that civilization is based. This event, held under the auspices
of the New Atlantic Initiative, concluded with a declaration of com-
mon principles: an eloquent and unapologetic statement of belief in
individual liberty, the market economy, and democratic pluralism,
which those present were invited to sign. The chapters in this vol-
ume derive from the addresses and policy discussions at the con-
gress, the first stage of the initiative that has the practical aim of bring-
ing about a renewal of the Western Alliance and a reshaping of its
institutions to meet new conditions.

Perhaps in the hope that the West would help prolong its rap-
idly waning life, the former Soviet apparatchik Georgi Arbatov once
said that the West needed Soviet communism in much the same way
as Roman Catholicism required the Devil. In his speech to the Con-
gress of Prague Vaclav Klaus, the Czech prime minister, expressed a
diametrically opposite view when he spoke of “ideas, not enemies”:
that now, as in the past, the West owes its identity and its strength to
common values, not to a common foe. The implication of the Czech
prime minister’s assertion is clear: that following the collapse of the
Soviet Empire, there is nothing to prevent the redrawing of political
and economic boundaries so that these correspond more closely to

1



INTRODUCTION

those of the civilization on whose behalf the cold war was waged.
This sentiment, combined with a warning of the dangers arising from
continued Western introspection, was a common theme of contribu-
tions to the Congress of Prague, one from which there was virtually
no dissent.

The congress received worldwide media coverage; this edited
volume is being published because it provides a more detailed and
comprehensive guide to the complex issues involved in rethinking
the purpose and means of Western cooperation than could be
achieved in press reports.

In assessing the significance of the congress, readers may ben-
efit from a brief explanation of the origins of the New Atlantic Initia-
tive. The initiative was conceived entirely by those outside of gov-
ernment: an ad hoc group of scholars, journalists, and former public
servants reflecting a range of political allegiances and beliefs that
expanded as plans developed. It came into existence through a shared
anxiety about the influence of a pervasive but in our view mistaken
belief that the Atlantic relationship was now an expendable legacy
of history. It seemed to us that this mood was not so much the conse-
quence of rigorous appraisals of national interests but of introspec-
tion, drift, and the thoughtless subordination of fundamental and
long-term interests to parochial and short-term ones. The consequence
was that an important opportunity to seize the moment in the inter-
ests of liberal democracy was being neglected. What was needed,
we concluded, was a considered reappraisal of the role and rationale
of Atlantic institutions, combined with an imaginative response to
the deeply felt desire of the Central and Eastern European states to
be accommodated within them. The purpose of the initiative is to
start that process and to encourage others to participate in it, an
ambition already partly realized.

In preparation for a major international congress at which our
concerns might be aired, four policy committees—on political coop-
eration, security, trade and economics, and culture and art—were
created. The committees met on November 24-26, 1995, subsequently
producing reports for presentation to the Congress of Prague. These
were intended purely to stimulate discussion, an aim that was am-
ply realized and should not be taken as expressing the views or car-
rying the approval of those present at Prague; these appear as chap-
ters 3, 4, 5, and 6 in this volume. Those with a taste for historical
irony may be interested that the venue for the committees’ delibera-
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tion on ways of enlarging Western forms of political cooperation was
the Grand Hotel Pupp in the Czech spa town of Karlovy Vary, where
more than a quarter of a century earlier the Soviet Politburo promul-
gated the Brezhnev doctrine, specifically and absolutely dismissing
the possibility of any such development.

As our plans progressed, it became clear that the ability of Eu-
rope and the United States to redefine and rebuild the forms of West-
ern cooperation would be influenced significantly by the ability of
Western states to overcome a range of domestic economic and social
problems of a possibly systemic kind. The program of the Congress
of Prague was therefore expanded to provide the opportunity to ana-
lyze these and to discuss alternative approaches to their solution.

Of necessity, this volume cannot convey the full range of dis-
cussion and debate that those who attended the conference experi-
enced firsthand. Nevertheless, I believe that it provides a unique
guide to the issues that will determine the profiles and fault lines of
a fluid and uncertain international order. No less important, it pro-
vides a description of the means available to persons in and outside
government who are prepared to act on the conviction of those who
organized the Congress of Prague: that the best hope of enhancing
international stability, of raising standards of prosperity, and of ex-
panding the area of individual liberty depends crucially on the reju-
venation of the Atlantic partnership.
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Declaration of Atlantic Principles

We the undersigned have convened in Prague, a city that has borne
witness to both the glories and the cruelties of Europe’s modern his-
tory. It is where Charles IV built the first university in Central Eu-
rope, and Mozart conducted the premiere of Don Giovanni. It is also
the city that suffered the betrayal of Munich, the defenestration of
democracy in 1948, and the brutal Soviet invasion twenty years later—
until at last it overcame the iron fist of tyranny with its velvet revolu-
tion.

We have convened here, first, to celebrate the high achievements
of European civilization. From the glory of Greece and Rome, to the
Renaissance and Enlightenment, it is in the countries of Europe that
our modern concepts of freedom evolved and flowered—spiritual
freedom, intellectual freedom, economic freedom, and political free-
dom. Today’s universal principles of liberty under the law, constitu-
tional democracy, pluralism, and human rights were nurtured here.
Itis the continent of Magna Carta and the Rights of Man, of Blackstone
and Beethoven, Copernicus and Kossuth, Montesquieu and Masaryk.

We have convened, second, to celebrate the gratitude which the
free peoples of Europe owe to the United States, that other Europe
across the Atlantic where liberty grew tall under spacious skies. Twice
in this century, America came to Europe’s rescue. Ever generous with
its abundance, ever willing to share its strength, the United States
remains a natural and valued leader of the democratic world. Its con-
tinued leadership is indispensable.

We have convened, third, to celebrate the Atlantic community,
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the worthy heir of these traditions, whose staunch partnership pre-
served European civilization in this century’s great struggle against
the totalitarians. The link between America and Europe—political,
economic, and moral—cannot be broken except at grave peril to both.
Making common cause, Europe and America can help build a new
global community based on the principles of liberty that they have
conceived and championed.

We have convened, finally, to celebrate Central Europe’s place
in this family. The peoples of this region were an integral part of
Europe’s free civilization and the Atlantic world until artificially and
cruelly separated from them by the totalitarians. From 1939 to 1989,
Central Europe was the main arena of this century’s epic battle of
freedom against tyranny. The revolution that liberated Central Eu-
rope was the beacon of the West’s victory in the cold war.

Our mission at this Congress of Prague, therefore, is to reunite
the family of Western civilization, and so to ensure its future. There
is grave danger that the links among us might be broken again, or
gradually erode, owing to shortsightedness and the failure of states-
manship on all sides. We must not allow that. In politics, economics,
and culture we are one civilization. We share common security inter-
ests. We seek a world of greater opportunities for all our people. These
common purposes and aspirations must be reflected in our institu-
tions and practices. Just as the Atlantic community preserved the
freedom of Western Europe and America in the past fifty years, so it
must now entrench that freedom, build upon it, and reaffirm com-
mon purposes for a new era:

* In our cultural life, the democratic world has gained a new
and needed infusion of spirit from those who know and love liberty
well because they were so long deprived of it. Those in the West who
took their freedom for granted can only be inspired by the glowing
courage of those who kept faith with that ideal where it was forbid-
den. We must help ensure that freedom of expression and access to
the media are entrenched and developed throughout the Atlantic
world.

¢ In economic life, our common civilization will be more du-
rable if it rests on common foundations. A Transatlantic Free Trade
Area, obeying the rules of international trade but solidifying the part-
nership of Europe and America, must become an urgent objective of
Atlantic politics. Across the Atlantic, NAFTA is already growing into
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a Western Hemispheric Free Trade Area. It must become Europe’s
partner or it will become Europe’s rival. In parallel, incorporating
the Central European democracies into the European Union is a moral
and strategic imperative as well as an economic one. The inclusion
of Central Europe in an Atlantic economic space is essential not only
to spread prosperity, but also to reinforce its place in the Atlantic
world and to strengthen stability.

* In political life, all good things rest ultimately on our will-
ingness to defend them. Our cultural and economic community will
be secure only if it is allied to a diplomatic partnership and common
security. The NATO alliance is today the expression of Atlantic part-
nership and the guarantor of our common security. Central Europe’s
admission to it is another imperative.

Oursis not an exclusionary vision. No new final line is being drawn
between nations and associations within the Atlantic Community and
those beyond. But to refrain from offering close cooperation to neigh-
bors who have achieved full democracy and liberty against great odds
would be to cling to the absurd and obsolete scission of the Europe of
1945.

Relations with Russia, moreover, should be friendly, construc-
tive, and open to increasing cooperation. No offensive threat or provo-
cation is part of this enterprise. Mutual reassurance is readily attain-
able. There is no objective reason for great power conflict in Europe—
provided that the outcome of 1989 is accepted as irreversible: namely,
that the new democracies are sovereign, independent, and free to
exercise their choice of association.

The long-term relationship of Russia with Europe and America
will ultimately be shaped by Russia’s political, economic, and cul-
tural evolution. It will always find us willing partners and hopeful
friends.

Therefore, we, assembled in solemn Congress in Prague on May
12, 1996, pledge ourselves to work toward the goals of a New Atlan-
tic Cooperation, to translate our common heritage into new realities
of political and economic association among free peoples, while en-
suring that we together maintain our strength and the will to defend
ourselves against those who might seek to diminish our liberty, the
source of our strength and purposes.
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Policy Papers
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Political Cooperation

The Nature of Atlanticism

There are rare moments when history is open and its course may be
altered. The end of the cold war provided just such an occasion. But
five years have now passed since the Soviet collapse and very little
has been done either to consolidate the gains achieved or to question
whether Western institutions need to be adapted in response to new
conditions. Current problems are proving difficult to deal with partly
because they are new—and therefore not necessarily susceptible to
traditional policy approaches—and partly because they are more
complex than the ones encountered in the relatively stable cold war
world of clear-cut distinctions and divisions.

Some have suggested that Western states cannot remain in a
cohesive alignment in the absence of a common enemy and that it
therefore makes no sense to talk in terms of a common response to
new and emerging dangers (this view was anticipated by a Soviet
apparatchik who remarked that the West needed communism in
much the same way as the Roman Catholic church needed the Devil).
If membership of the West did indeed depend purely on the exist-
ence of a common foe there might be little point in seeking common
responses to the problems thrown up in the wake of Soviet collapse.
But membership of the transatlantic community—the West, to use
the more familiar term—has always depended on common charac-
teristics derived from shared values and historical experience.

The most important of these are the rule of law, individual lib-
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erty, democratic institutions, the existence of civil society, and the
development of scientific and technological innovation. The prin-
ciples of limited government and public accountability are also
defining characteristics of the Western democratic tradition whose
origins are to be found in the Enlightenment, in the attempt to
distill our Judaeo-Christian inheritance in the form of a secular
political philosophy.

The Atlantic community is not a fixed geographical entity. It
grew during the world war years to include all of the free countries
of Europe; it also includes former colonies such as Australia and New
Zealand. There are presently powerful reasons for welcoming its fur-
ther expansion.

Atlantic-ism remains an innovative and flexible approach, en-
abling us to build a future that preserves and extends what is most
of value in our inheritance. We believe that in present conditions it
ought to imply the adaptation of Western institutions to anchor more
securely to the West those Central and East European states which
display underlying Western characteristics. Although some valuable
opportunities have been missed, that possibility remains open; it is
most unlikely to remain open indefinitely.

The Need for Widening the Atlantic Circle

Most Central and East European states are now beyond the painful,
critical early stages of reform; nearly all have achieved substantial
progress in liberalizing their economies and introducing democratic
political structures, even if ex-Communists and ex-nationalists con-
tinue to command a disturbing degree of support. Most of their econo-
mies are growing at impressive rates—at present averaging around 5
percent per annum—and their conversion to free market disciplines is
judged by the World Bank to have passed the point of no return.

The desire to participate fully in the economic and political life
of the West was a natural extension of the desire for political free-
dom and national sovereignty. A refusal to recognize those ambi-
tions when entry requirements are being met—except on grudging
or partial terms—is likely to weaken the champions of political plu-
ralism. Equally, it is likely to strengthen those whose commitment to
democratic values is limited or suspect. In the long run a negative
response from the West could be damaging to its own security and
economic interests.
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In some respects, however, the West’s welcome has grown cooler
as the Central Europeans have moved steadily closer to achieving
the goals set for them. The recent talk of “partial membership” of the
EU which would give the new entrants a measure of influence over
some aspects of EU policy, but deny them the solid benefits of be-
longing to a single market, is merely one instance. In the immediate
aftermath of Soviet collapse such measures might have had some
merit as transitional steps toward a fuller accommodation. In present
circumstances limited association with the EU is bound to be regarded
as inadequate. Moreover, when the obstacles to the enlargement of
the Atlantic community are seen to flow from the parochial short-
term political interests of the more prosperous existing members,
the consequence is likely to be cynicism among the applicants. That
could make it harder for Central and East Europeans to nurture those
notions of civic courage and obligation upon which civil society de-
pends, while encouraging their governments to adopt narrow, short-
term interpretations of their own interests.

The inclusion of the Central and East states in the broad Atlan-
tic community would provide its members, old and new, with a com-
mon unifying purpose. Not to embrace the challenge of expanding
the Western circle would, in a sense, diminish the West’s achieve-
ment in opposing totalitarianism. While its victory over Soviet com-
munism has led to the emergence of new threats and problems we
should not compound these by denying the emerging democracies
the chance to participate fully in the economic and political life of
the West.

In our view Western governments are mistaken if they believe
that they will be better placed to solve their own problems arising
from rapid economic and technological change by postponing dis-
cussion of these crucial political issues. Indeed, cooperation on eco-
nomic and trade matters may well become more difficult to solve
unless our political elites are able to raise their sights from purely
domestic considerations to the broader strategic implications of a
Europe that remains divided.

We acknowledge the strength of the domestic political pressures
which push the European Union toward insularity and protection-
ism—and therefore away from enlargement—but we believe that the
long-term interests of EU members will best be served if, in resisting
those pressures, it does enlarge to the east, while becoming more
outward-looking to the United States. Unless discouraged, such forces
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could encourage similar pressures in the United States which are
both considerable and growing— to the detriment of both parties.'

Most disturbingly, there is the very real danger that, in the ab-
sence of a clear and persuasive rationale for its continuing commit-
ment to Europe, the United States will turn its back on Europe in
favor of a strong involvement with a dynamic Asia. Recognizing such
dangers, Newt Gingrich, Speaker of the U.S. House of Representa-
tives, said recently that new transatlantic initiatives which have re-
cently appeared on the international agenda should make Europe-
ans and Americans excited at being on the same team, adding, “Be-
cause if we are not actively on the same team in a practical way, we
will inevitably, in the long run, not be on the same team.” For the
time being, however, concerns about Russian attitudes are inhibiting
serious discussion of NATO expansionism among Allies while the EU
appears to take the position that all talk of a Trans Atlantic Free Trade
Area (TAFTA) is premature until discussion about the EU’s own future
is settled at the forthcoming Inter-Governmental Conference. These
passive stances risk a serious souring of relations with the Central and
East European states and a consequent damage to Western cohesion.

Western leaders should acknowledge this reality, and seek public
support for progress toward NATO enlargement and freer trade.
There are a number of reasons for supposing that the prospects for
achieving these goals are better than in the recent past.

First, gradual economic recovery in most Western countries
should make it somewhat easier for governments to look beyond
their immediate domestic agendas and to prepare the path toward
realistic trade liberalization.

Second, the progress of Central and East Europeans in intro-
ducing democratic systems and market economies and in seeking to
restore civil society undeniably strengthens their claims to member-
ship that simply cannot be refused for narrow domestic reasons.

Third, enhanced fears of a resurgent and politically unstable
Russia, which have grown markedly since the December 1995 elec-
tions to the Duma, reinforce the case for a sustaining and continuing
U.S. presence in Europe based on the strengthening of economic and
strategic commitments to embrace the broadest possible community
of democratic nations in the West.

Fourth, there is a widespread perception that events in ex-
Yugoslavia have further demonstrated the indispensability of U.S.
military power and diplomatic muscle as a necessary condition of
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European security in the most salutary possible way. Europe pres-
ently lacks the political cohesion and confidence to deal with such
problems, even when military strength is probably sufficient to
achieve the desired outcome, and in our view this is likely to remain
true for the foreseeable future.

Forms and Institutions

The profound changes which have occurred in the international or-
der during the last five years make it necessary to examine whether
the institutional systems established after World War II are now ad-
equate and sustainable, or should either be reformed or replaced by
new arrangements.

Our own judgment is that the sense of community of the Atlan-
tic nations needs to be consolidated by developing further the ele-
ment of a joint identity overlying the separate regional and national
identities. Institutions of cooperation play an important role in this,
to the extent that they are able to embody, validate, and sustain a
visible common identity.

The creation of a TAFTA, including those Central and East Eu-
ropean states which met agreed criteria, would go a significant way
to stimulate trade and to meet the economic aspirations of the new
members, while giving new purpose to North America’s European
engagement. However, as the Report of the Trade and Economics
Committee stresses this must be pursued without causing damage
to the World Trade Organization.

We strongly favor the creation of a major U.S.-European initia-
tive to liberalize world trade and investment through the WTO, but
were this to be frustrated we would favor the creation of a TAFTA as
a way of achieving the same objectives. We believe that the political
rationale for both possible courses of action is even more compelling
than the economic ones, and we believe that political leaders on both
sides of the Atlantic should do more to raise consciousness about
what is at stake.?

At present we believe that NATO is the only organization that
expresses the transatlantic idea whose significance is widely under-
stood by the public. It remains the best foundation for building the
transatlantic future. In the light of the complex and sometimes ob-
scure discussions about alternative defense arrangements it may be
necessary to point out a truth that was formerly taken for granted:
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that NATO could not long survive the absence of a strong U.S. com-
mitment to Europe and that, as in the past, it is most likely to pros-
per under a leadership to which the United States makes a contribu-
tion commensurate with its size and power.

We recognize, however, that in order to meet its wider respon-
sibilities NATO should be open to adaptation (for more detailed dis-
cussion of this see the report of the Security Policy Committee). Most
importantly, we believe that the advantages of expanding to the east
considerably outweigh possible costs, and that greater urgency be
given to the processes of integrating new members. These should be
sufficiently flexible to deal with the specifics of military and admin-
istrative integration on an individual basis. We are equally firm in
our conviction that the Russian attempts to discourage the West from
admitting the Central Europeans should be resisted. The accession
of the Central European states does not represent a threat to the se-
curity interests of Russia; on the contrary, we regard their absorption
by an expanded Atlantic community as a factor for regional security
and therefore as an advantage to their eastern neighbors, including
Russia. In our judgment it would therefore be a serious mistake to
succumb to Russian pressures by making concessions of this kind in
the hope that this will strengthen democratic forces within Russia;
developments there reflect internal factors over which the West is
likely to have strictly limited influence.

In the case of the EU we hope that the goals of enlargement and
of renewing strong links with North America figure prominently in
the agenda of the forthcoming IGC. We understand the fears of the
Central European applicants that a further “deepening” of EU insti-
tutions will further delay their full accession. For that reason we be-
lieve that the discussion about the future development of the EU
should take place in the context of enlargement. We also believe that
the accession to the EU and NATO of the Central Europeans should
be viewed as parallel processes, complementary but not made con-
ditional upon one another.

With the accession to NATO of new members, a strong case can
be made for enhancing the role of the North Atlantic Assembly, par-
liamentarians from the allied states who meet regularly to discuss
Atlantic issues. While the Assembly at present has no direct policy
role, its members are influential in their domestic legislatures. Its
function as a consultative arm should be strengthened through the
provision of an expanded secretariat able to prepare more developed
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independent analyses and recommendations for members to con-
sider. This would enhance the ability of participants to play a more
active role in influencing public opinion on issues of mutual concern
within the Alliance. To further these aims, and to give the Assembly
a stronger public presence, we suggest that it should hold its delib-
erations in the parliamentary buildings of members states on a rotat-
ing basis. We also suggest dropping “North” from its official title.

The political consultation role of the North Atlantic Council and
its subsidiary Senior Political Committee and Political Committee
has been sharply circumscribed in recent years, focusing mainly upon
political developments in the Treaty area, narrowly construed, with
a strong emphasis on East-West relations in general, arms control,
and related matters. Lately, the consultations at council level and
below have embraced significant developments in former Yugosla-
via, as well as more detailed discussion of so-called out of area con-
cerns. However, great latitude remains for intensified consultations
on regional threats outside the Treaty area, for example global con-
cerns such as instability in the Middle East, proliferation of weapons
of mass destruction, terrorism, and drug traffic, which all represent
dangers to members of the Alliance.

Against this background we propose:

* adecision by the Allies to pursue more vigorously consulta-
tions in NATO on developments out of area that impinge on their
security, discarding former national inhibitions that previously ham-
strung such consultations

e the addition to NATO's international staff of experts seconded
from national capitals able to expand the processes of common analy-
ses and development of policy based on national contributions

e invitations to the Eastern and Central European states
deemed candidates to full NATO membership to participate as ob-
servers in these enhanced political consultations

We also believe that there may be a case for a new organization
for cooperation at the political level. Like the Organization for Eco-
nomic Cooperation and Development (OECD) it could constitute a
modest but increasingly valuable agency, providing scholarly analy-
ses, publishing relevant data and opinions in areas of expertise, and
seeking areas for agreement where conventions for cooperation are
possible—an Organization for Political Cooperation and Develop-
ment, so to speak. In the long term the success of such a body would
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be judged by the quality of its analyses and its influence on debate in
member countries. Subjects on which a transatlantic perspective
would be welcome might, for example, include movements of popu-
lation, international trade in narcotics, and the challenge posed by
Islamic fundamentalism.

Most importantly, we believe there is a very strong case for sum-
mit meetings of the prime ministers of all of the countries of the At-
lantic community—as suggested by Margaret Thatcher in her lec-
ture in Fulton, Missouri, of March this year. The EU-U.S. summit
which took place in Madrid on December 3rd last year and The New
Transatlantic Agenda, a 60 page action plan, which it approved, pro-
vide a possible basis on which to build. This made a welcome start,
both in recognizing many of the problems described in these pages
and in stressing the need for a common approach.

Lady Thatcher suggested in her lecture that the U.S. president
should be the chairman on these occasions. We see the virtue of the
proposal as reflecting the realities of power across the Atlantic. It is
probably the most sensible approach.

But the experience of the European Union in giving its presi-
dency to each member state in turn for six-monthly periods has both
ensured the maximum public interest and given the president a real
political incentive to advance his agenda in the limited time avail-
able. We see some advantage in the principle of rotation. But this
principle is already running into difficulties as membership of the
European Union grows. How can it best be expressed in an Atlantic
context is something that requires further discussion. For instance, if
the summit itself were to be rotated between capital cities, the local
head of government might then join the U.S. president in the role of
co-chairman. This would have the further advantage of encouraging
close working political cooperation between the U.S. president and
other heads of government in turn.

High-profile summits have the advantage of being able to high-
light the need for the renewal of the Atlantic ethos, and of bringing
home the dangers and costs of inaction. Their fundamental purpose
must be to set broad strategic goals and to maintain the impetus be-
hind the new Atlanticism. They might also be expected to offer valu-
able help in mobilizing the necessary investment of moral, intellec-
tual and material resources by those outside government and in en-
couraging existing Atlanticist groups to reexamine their own roles
and mutual relations: politics are too important to be left purely to
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politicians. The recent series of twice-yearly meetings between the
U.S. president and the rotating EU presidency, which have already
proved their practical worth, could be adapted to deal with ques-
tions of implementation. Whether the changes proposed here would
require the creation of an entirely new body served by a permanent
staff is something which we believe requires further thought.

In formulating the new transatlantic agenda great care will, of
course, need to be taken to demonstrate that the creation of an enlarged
and outward-looking Atlantic community will not be harmful to the
interests of Japan and other increasingly important and dynamic Asian
economies. We must also demonstrate that every attempt will be made
to include them in any future program of economic integration.

Finally, we issue a call to individual citizens, interest groups, and
those in commerce and industry to involve themselves in the creation
of a new Atlanticism and a wider Atlantic community. To succeed, a
network comprising new and rejuvenated institutions on the non-
governmental level needs to be created in order to sustain the Atlanticist
idea, to keep it in the public mind, and to facilitate the discussion of its
meaning and implications. We believe that the New Atlantic Initiative
can—and should—continue beyond the Prague Congress in order to
provide one of the foundations on which such a future can be built.

As we stated at the beginning of this report, there are rare occa-
sions when history is unusually open and therefore susceptible to
those who wish to influence its course. Such periods seldom last long
and the opportunity only exists for those prepared to will the means,
as well as the ends. We are strongly of the view that the future of our
civilization—and the values which sustain it—depends very crucially
upon just such an attempt being made.

Notes

1. In a speech at the College of Europe on September 15, 1994, King Juan
Carlos of Spain argued that the successful political development and enlarge-
ment of an “outward-looking” Europe were conditional upon continued U.S.
security guarantees; he also argued for closer European links with South America:
“Above all Atlanticism means an open mentality for an open world.”

2. One member of our committee, Luc de Nanteuil, expressed strong reser-
vations both about a major U.S.-European initiative and the creation of a TAFTA,
arguing that a more cautious step-by-step approach was required if the issue of
trade liberalization was not to frustrate the aim of EU enlargement and the
strengthening of transatlantic political and security links.
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Security

New Threats for Old

The Atlantic Alliance, which finds its best expression in the North
Atlantic Treaty Organization, is a trust of the sovereign liberal de-
mocracies of Europe and North America. Its purpose is to guarantee
collective and individual security, to maintain peace, and uphold free-
dom. It provides the indispensable weight in the European balance,
the vital institutional bond between Europe and America, and a bar-
rier to the denationalization of Western defense. It is the only body
capable of achieving these aims and the only one so constituted.

In order to survive, however, it will need to adapt and to act
more decisively than during the war in former Yugoslavia.

The demise of the Soviet Union and the Warsaw Pact and the
disintegration of communism are among the most profoundly im-
portant events to have occurred in modern times. They were bound
to have wide implications for the security policies of NATO mem-
bers since in large measure these were designed to deal with a single
threat.

Although hugely welcome, it has been clear for some time that
the collapse of the Soviet Empire would not be followed by a new
world order in which a peaceful resolution of differences between
states could be taken for granted. As we moved from a relatively
stable bi-polar world to a multi-polar world new sources of instabil-
ity and conflict emerged. This was inevitable since, quite suddenly, a
major constraint on the spread of conflict—the fear that a minor flare-
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up might lead to a nuclear conflagration between the superpowers—
had been removed. The new sources of conflict and instability in-
cluded the reemergence of ultra-nationalism and irredentism and
the reappearance of the kind of ethnic and religious wars which pre-
date the nation state and the rise of ideology. To these must be added
the future dangers arising from a nationalistic, unstable, and possi-
bly resurgent Russia.

Despite this greatly altered security environment we believe
that the North Atlantic Treaty Organization remains the best guar-
antee of security within Europe. The current operation in Bosnia pro-
vides a sign that it is capable of establishing a new and wider role;
there has been some welcome progress in the creation of a consensus
among members of the Alliance to allow this to happen.

One of the keys to NATO's strengths has been its ability to act
collectively. This made it impossible for any potential aggressor to
pick off the European democracies individually, and this proved a
significant factor in the containment of Soviet power. The collective
character of NATO, which reflects common values as well as com-
mon obligations (see the report of the Political Cooperation Com-
mittee for a fuller discussion of values) remains a great asset, one
which must be preserved if it is to influence events and its spokes-
men to speak with authority.

It is now widely accepted that many of the new challenges to
the democratic order come from outside NATO's traditional area of
operation. There are potential threats from tyrannical regimes and
terrorist organizations motivated either by fanatical antidemocratic,
antipluralist ideologies or by the more familiar age-old lust for power
and territory. Those risks are enhanced by the disturbing fact of
nuclear proliferation and the spread of other weapons of mass de-
struction, together with the means to deliver them. The proliferation
of such weapons has the potential to upset regional power balances
and to create fears of surprise attack. Even where there is no imme-
diate military threat to the territory of NATO members such devel-
opments may present serious threats to their vital interests.

It should be borne in mind that the nuclear systems developed
during the cold war may no longer have the same deterrent value as
in the past. Deterrence assumes effective means of communication
and sufficient knowledge of an adversary’s politics and culture to
predict how it will behave in particular circumstances. These condi-
tions do not appear to be met in the case of a number of the new
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missile states (during the Gulf War Iraq attacked Israel despite the
latter’s possession of a nuclear deterrent).

Early in the 21st century a growing number of third world states
will have the capacity to target cities in Europe, America, and even
Japan. This development could also pose a particular threat to expe-
ditionary forces sent in response to regional crises, and indeed to
those countries which had provided military contingents to those
forces. For obvious reasons of geography this is a threat which could
mature more quickly for Europe than for America. It is one which
carries particular risks for France and Britain which, alone among
contemporary European states, have been ready to consider the use
of military force in response to aggression outside the NATO area.

Experience strongly suggests that the problems arising from the
proliferation of weapons of mass destruction are unlikely to be re-
solved by a combination of antiproliferation regimes, measures, and
diplomacy alone; there are no mysterious diplomatic means avail-
able to disarm states which do not wish to be disarmed and whose
leaders, in some instances, depend upon the display of aggression
or the exercise of force for their survival. In our view effective mea-
sures to counter this problem—in Margaret Thatcher’s recent phrase,
“the most awesome threat of modern times”—must necessarily in-
clude a global system of ballistic missile defense. This would include
space-borne sensors and interceptors in order to target missiles in
the early stages of their flight as well as ground-based systems. Its
aim would be to provide protection against a limited, accidental, or
unauthorized missile attack while strengthening deterrence against
a major missile offensive. The development of ballistic missile de-
fenses might also be expected to diminish the incentive to acquire
ballistic missiles and to reduce the capacity of rogue states already in
possession of them to coerce their neighbors and to launch surprise
attacks. In a more unpredictable and complex world the potential
contribution to stability of a global system of ballistic missile defenses
may prove to be very great indeed. In our opinion NATO provides
the best means for providing the organizational infrastructure which
would enable America’s allies to make a significant contribution in
both economic and technological terms to the research, development,
and deployment of a system answering common needs and concerns.

It is true that NATO was not designed to deal with the kind of
developments briefly described above, but it is our judgment that
they are likely to be best dealt with by a collective organization with
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moral and political authority as well as established methods of con-
sultation and procedure. The key to progress lies in the development
of a consensus among members states which would enable NATO to
act outside its traditional area of operation and to adopt new modes
of operation reflecting political and military developments.

It is important to recognize that a wider international role for
NATO quite obviously assumes a continuing commitment to NATO
by the one remaining superpower. Without the active engagement
of the United States such ambitions cannot be seriously contemplated.
As events in Bosnia have already demonstrated an American mili-
tary presence is likely to be a necessary condition of conflict resolu-
tion even within Europe. In the words of President Chirac, “. . . the
political commitment of the United States in Europe and its military
presence on European soil are still an essential element of the stabil-
ity and security of the continent, and indeed the world.”

Europeans should not overlook the fact that they cannot begin
to match what the United States makes available to the Alliance in
respect of air-lift capability, command and control, surveillance, and
sheer fire-power even at greatly increased levels of military expen-
diture—and no significant increase seems presently likely. Among
Western states only the United States has the technological capacity
to develop and deploy a global system of ballistic missile defense.
Much discussion within Europe about the future of collective secu-
rity falls to take account of these realities, even though defense ex-
penditure in Europe, as in the United States, has been falling. Whether
or not a purely European defense organization would display greater
internal cohesion, or whether in the absence of the United States there
would be greater wrangling over its direction and leadership, is open
to question; the experience of the interwar squabbles between the
Western European states may be instructive in this respect.

A formal widening of NATO's role might not be enthusiastically
welcomed by those in the United States who have argued that Europe’s
contribution to collective defense has been inadequate. It is therefore
important to stress that this would also entail wider responsibilities on
the part of its European partners who, for the first time, would be com-
mitting themselves to participate in a mutual response to “out of area”
threats. In return America’s military commitment to Europe, including
its nuclear guarantee, would be reaffirmed. Both parties, therefore,
would be able to justify greater shared responsibilities by reference to
the advantages from a revision of existing NATO arrangements.
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The Case for Enlargement

Present circumstances provide a window of opportunity for NATO
expansion which may close once Russia resumes its role as a great
power. We believe that it is possible for NATO to reappraise its role
and to admit new members as part of parallel processes. We do not
accept that these aims are incompatible; on the contrary, the latter
could serve as a catalyst for the former. In pursuing these twin objec-
tives, however, great care should be taken not to erode any of NATO's
current strengths.

Some of the arguments against enlargement have a measure of
force and should certainly be treated with respect. The most impor-
tant of these are (1) that the inclusion of new members would dimin-
ish NATO cohesion and (2) that by admitting some—but not all—of
those seeking to accede, we would indicate that those excluded could
be regarded as falling within a new Russian area of influence. We
shall seek to deal with both arguments.

Providing strict entrance criteria are met and the obligations of
membership are properly observed an increase in membership may
be regarded as a source of strength, rather than weakness. At the
most fundamental level cohesion depends on shared values and in-
terests. Membership should only be open to those states which have
demonstrated their commitment to democracy, the rule of law, and
pluralism and are prepared to accept the obligations as well as ben-
efits of membership. No applicant should be admitted if it appeared
to be turning against the values which NATO has traditionally been
committed to defend. While decision making in a large international
organization can be more difficult or complex than in a small one
NATO was not weakened by the inclusion of Greece and Turkey (1952),
the Federal Republic of Germany (1955), or Spain (1982). In a large or-
ganization, as in a small one, the interests of cohesion are most likely to
be served by a sense of clearly defined common purpose and the politi-
cal will of members to achieve it. In present circumstances we believe
that this requires the kind of reappraisal—a top-level strategic review—
whose broad outlines and implications are set out in this report.

In our view the interest of unity would not be served by creat-
ing a new category of NATO member or, as has been suggested, by
seeking to keep alive for an indefinite period the possibility or po-
tentiality of membership for those wishing to join. On the contrary,
we believe that for NATO to remain cohesive there must be only one

22



SECURITY

kind of membership, one conferring equal rights and obligations.
An attack on the territory of one must continue to be regarded abso-
lutely and unambiguously as an attack on all.

We regard the idea of an indefinite postponement of the present
applications for admittance as impractical; it would fail to provide
an adequate basis for stability and certainty for the aspiring NATO
members, while suggesting weakness and indecision on the part of
existing ones.

It follows that new members must be willing to play a full part
in NATO operations, including those outside of NATO's traditional
ambit. It must be clear to them that membership is more than a sym-
bol of their initiation into the club of Western democracies. This will
require that NATO-dedicated forces be of sufficient standard to play
a militarily significant role in joint operations. This requirement could
initially apply to quite modest levels of forces, with existing NATO
members giving new members full assistance in reaching appropri-
ate standards.

Accordingly, the criteria for NATO membership would be as
follows:

* a new member would have to demonstrate a fundamental
commitment to democracy and political pluralism and to share the
broad strategic interests of Alliance members

* anew member would accept the full obligations of member-
ship including readiness to contribute directly to collective defense
through participation in joint NATO operations

* the military units dedicated to NATO by a new member
should reach an acceptable standard

In our view, however, the admission of new entrants does not re-
quire the immediate stationing of foreign troops on the territory of
new members, a step which in present circumstances could send
misleading signals about the nature and purpose of NATO expan-
sion. However, this eventuality should not be ruled out since to do
so would effectively create a two-tier membership. Moreover, we
accept that a change in the security environment could require such
a response.

NATO has always been a purely defensive organization; care
will need to be taken to insure that the proposed changes do not in
any way change the perception of its character. Given this proviso
we do not believe that NATO expansion of this kind can be seen as

23



POLICY PAPERS

marking a new division of Europe, and therefore of giving Russia
the right to intervene in those states currently denied membership.
What we propose is not a matter of bringing the NATO frontline
forward in order to prepare for a major land war in Europe, but of
reappraisal and adaptation for the purpose of safeguarding the demo-
cratic order generally. The changes in the nature and composition of
allied forces which will be required by this change of role can be
stressed to reassure any other power about the underlying purposes
of this change.

Defined in these terms expansion could prove to be the catalyst
needed to give NATO a new impetus and purpose, without which it
is likely to decline.

A New Role for NATO

Although some future challenges to security will come from Europe,
as in the case of the conflict in Bosnia, others will come from further
afield. In such instances the traditional NATO guarantee—i.e., that
an attack upon one is an attack upon all—may have little immediate
relevance. Many possible threats are unlikely to present themselves
as a direct challenge to the territory of a member, but as a threat to its
vital interests, or more generally to the liberal democratic order. New
mechanisms are required to trigger responses to new situations. It is
important to be clear, however, that any understanding or frame-
work for new measures to be taken under NATO auspices is in addi-
tion to existing ones, and is not intended to replace them or dilute
existing mutual defense guarantees.

One consequence of a wider role for NATO is that where the
security interests of members are not directly challenged it may not
be possible to enlist universal participation. Indeed, it should be rec-
ognized that a wider role for NATO cannot be contemplated if uni-
versal participation is regarded as a precondition of such operations.
What is required in those circumstances are flexible arrangements which
permit “coalitions of the willing” to act in response to particular crises.

As the term implies these would consist of NATO members
wanting to act using NATO mechanisms—and NATO's military as-
sets—with nonparticipants leaving their seats at the NATO Council
vacant for the duration of the operation. Each member would pre-
serve the right to opt out of any operation which was not under-
taken as the result of mutual defense guarantees, but would not have
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the right of veto. For example a member state opposed to a military
intervention of the kind which took place following the Iraqi inva-
sion of Kuwait would not have the right to prevent it from taking
place, but would have the right not to participate militarily.

The rules governing the terms under which such a coalition
might take action need to be the subject of further consideration, but
it seems clear that something in excess of a majority would be re-
quired. Anything less than that would not provide sufficient moral
and political authority; insistence on something greatly in excess of
a simple majority would make any such operation difficult to ini-
tiate. Nevertheless, the important decisions must remain with NATO:
any tendency for it to become a mere subcontractor of the United
Nations would prove fatal to its effectiveness and ultimately to its
survival.

Two more factors need to be taken into account if NATO is to
be effective in its wider role.

First, the hope that it will come to play a wider role will come to
nothing if defense expenditures continue to be cut back. In the ab-
sence of a single potential adversary of roughly comparable strength
there is a very real danger that research and development will be
neglected and that Western technological superiority will diminish.
This danger implies, far from any slackening of research, continuous
and well-funded programs of research. It also implies Western prac-
tical development of such technology; otherwise we discover, and
our possible foes develop our discoveries. It is therefore necessary to
try harder to convey the message that defense is a permanent neces-
sity rather than a cold war habit of little present relevance. Some
savings can be made by avoiding the duplication of technology and
equipment; the need to share technology and information has not
been diminished by the demise of Soviet communism and the ad-
vent of a more diverse and complex security environment. Indeed,
the reverse is probably true, even if this is a truth which carries diffi-
cult economic implications domestically. Cooperation is more likely
to be achieved through the development of more open and reciprocal
trading arrangements; the ideal of a “two-way street” permitting the
U.S. government to purchase from European suppliers and European
governments from American manufacturers is still worth pursuing.

Secondly, and rather more encouragingly, it needs to be under-
stood more widely that new technology makes a wider NATO role
somewhat easier in military terms as well as less costly. The newer
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generation of weaponry is more accurate and should thus dramati-
cally reduce the casualties of war since there is likely to be less collat-
eral damage. As a result it has become feasible to target those directly
responsible for initiating conflict. As the human toll of military in-
tervention is reduced it should be easier—in moral and political as
well as economic terms—to confront the unacceptable conduct of
the aggressor.

A wider role for NATO and expansion to the east in our view
provide the best basis for renewing and redefining the Atlantic Alli-
ance. We hope that others will join a growing debate about the means
by which these goals can be achieved prior to their adoption in an
intergovernmental declaration by NATO members held for this pur-
pose.

The meeting held under the auspices of the New Atlantic Ini-
tiative at Karlovy Vary from November 24-26 provided a very wel-
come opportunity to discuss these and related issues. It also served
to reinforce the conviction that any alternative response to emerging
threats and dangers would be vastly inferior to that which might be
achieved by building on NATO's existing foundations.
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Trade and Economics

Members of the Trade and Economics Committee unanimously agree
on three broad recommendations. They are:

e that the EU should remove all obstacles to accession of the
countries of Central Europe (CCE) at the earliest possible date

e that the enlarged EU and the members of NAFTA should
prepare a joint initiative for further liberalization in the World Trade
Organization (WTO)

e thatin the event that this initiative is rejected by other mem-
bers of the WTO, the EU and NAFTA should proceed with liberal-
ization of transatlantic trade and investment

Obstacles to Accession of the CCE

“Brussels keeps shut the gates to the east,” said a headline in the
Financial Times of November 16, 1995. It was followed by the sub-
head, “Enlarging the EU has taken a back seat as members grapple
with problems closer to home.”

Two principal problems for accession of the CCE lie within the
EU. One is the Common Agricultural Policy (CAP) and the other is
regional aid. These two policies together currently account for two-
thirds of the EU’s $100 billion annual budget.

Enlargement to the east, however, will hugely increase the bud-
getary cost of these policies. On some estimates, the additional cost
will be $50 billion per annum—unless the policies are reformed. Few
believe, however, that such a massive enlargement of the budget is
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feasible. Enlargement therefore implies reform. But reforms of the
CAP and of regional aid designed to reduce the budgetary impact of
enlargement face bitter opposition from the member states that cur-
rently benefit from those policies.

Some in Brussels and the capitals of some of the member states
see a turning away from enlargement as a solution to this dilemma.
If there is no enlargement, their argument runs, there is no need to
reform the policies, and all the difficulties that reform entails can be
avoided.

It will be an unhappy day for the EU if that argument is ac-
cepted. To fail to meet a historic challenge because proper response
will create parochial difficulties is the way of the morally bankrupt.

Moreover, so far as the CAP is concerned, the argument is based
on a false premise. Extension to the east is not the only source of
pressure on the present structure of the CAP—and to delay exten-
sion will not remove pressures for reform of the CAP. Confronting
the issue of reform, moreover, does not involve withdrawal of sup-
port from existing beneficiaries. As a technical matter, regional aid
and support of the income of EU farmers can be restructured with-
out harm to existing beneficiaries, without increased demands on
the EU budget, and so that all markets of the CCE—including agri-
cultural markets—are integrated with those of the EU.

We return to these issues in the section on the special role of the
CAP.

WTO Commitments

Free trade between enlarged EU and NAFTA, embracing the free
Atlantic countries and the newly free states of Central Europe, is an
enormously attractive idea. It is, however, an idea in potential con-
flict with existing commitments of many of the countries involved.
It is necessary to tread with caution.

All advocates of transatlantic liberalization express concern
about the impact of the proposed arrangements on the multilateral
trading system. Klaus Kinkel, the German foreign minister, for ex-
ample, “saw TAFTA as the force behind a new round of trade liberal-
ization which must in no circumstances be seen as block building”
(FT of April 20, 1995). Roy MacLaren, speaking as the Canadian trade
minister, saw it likewise: “As long as the goal is not to replace the
multilateral system—still less to set up a defensive block—but to
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move beyond the commitments that we accepted in the WTO, then a
new free-trade partnership of Europe and North America could set
in motion a competitive dynamic to reduce barriers world-wide.”!

Members of the Trade and Economics Committee believe that
this concern is appropriate. The WTO provides an indispensable
framework for dealing with broader trade relations—for example,
between the West and Asia. For the Atlantic powers to act in such a
way as to damage that fledgling organization would be short-sighted
and foolish.

Concern about the impact of transatlantic liberalization on the
WTO, however, implies that thought must be given to the relation
between any proposed transatlantic arrangement and the relevant
provisions of the WTO. It also implies that the question, “If liberal-
ization across the Atlantic, why not liberalization in the WTO?” must
be treated seriously.

A free-trade area (FTA) implies relaxed regulation of trade be-
tween members, but more discrimination against nonmembers. If a
more general relaxation is possible, why should an FTA be preferred?

GATT Article XXIV. Any two WTO members can agree to reduce
restrictions on imports from one another. Unless the agreement be-
tween them is accepted as a customs union or free-trade area under
Article XXIV of the GATT, however, the most-favored-nation (MFN)
clause on which the GATT is built obliges them to extend the conces-
sions to all other WTO members.?

To be consistent with Article XXIV, an FTA must inter alia cover
substantially all trade between the participants. The conditions
present a problem for advocates of transatlantic liberalization. A
number of speeches note the existence of sectors so sensitive that it
would be difficult to include them in a transatlantic tariff-cutting
exercise (agriculture and textiles and apparel being the sectors most
frequently mentioned).’ But a transatlantic free-trade area that failed
to include trade in agriculture and in textiles and apparel (and possi-
bly in other sensitive products—for example, steel, chemicals, and
audio-visual) could hardly be represented as covering “substantially
all” trade. If the EU cannot bring itself to liberalize agricultural trade
nor the United States its treatment of imports of textile and apparel,
then a WTO-consistent free-trade area between them is unlikely to
be possible.

Taking WTO obligations seriously therefore implies that advo-
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cates of transatlantic trade liberalization must decide whether to:

 grasp the nettle and go for a full-blown transatlantic free-
trade area that includes the sensitive areas; or

* use the combined weight of the United States and the EU to
push through the WTO a free-trade area that is inconsistent with the
WTO; or

* restrict the project to areas in which there is no WTO involve-
ment and hence no MEN obligations to extend concessions to other
WTO members

Grasping the Nettle. The “sensitive areas” are sensitive because they
are highly vulnerable to transatlantic competition, but currently pro-
tected from it (and typically, from any other competition). Because
they are heavily protected, much of the economic gain to be expected
from transatlantic free trade would come from liberalization of trade
in these sectors. But the heavy protection implies muscle, which in
turn suggests that proposals to thrust competition upon them will
from the start face powerful political opposition.

That might not matter if other members of the affected econo-
mies perceived major economic gains from transatlantic free trade.
But that seems unlikely. There are certainly problems in transatlantic
trade, but, outside the sensitive sectors, they do not seem so serious
and so widespread that elimination of them would produce large
net gains.

Pushing a GATT-Inconsistent Free-Trade Area through the WTO.
This alternative implies conflict between the transatlantic initiative
and the legal structure of the multilateral trading system, represented
in institutional form by the WTO.

The EU-NAFTA attempt might or might not succeed. In neither
case, though, would the outcome be good for the WTO. If the at-
tempt failed, prospective members of the transatlantic free-trade area
would either have to abandon the free-trade area or leave the WTO
(which would be tantamount to wrecking it). If the attempt succeeded,
the WTO would appear as an EU-NAFTA puppet, with ill conse-
quences for the allegiance of other members. Moreover, such an EU-
NAFTA “success” would open the way for other partial preferential
schemes at grave cost to the most-favored-nation clause on which
the WTO is founded.

Restricting the Scope of the Project. The constraint represented by
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the requirement that a free-trade area cover “substantially all trade”
probably explains the frequent mention of projects on a smaller scale
than a full-blown FTA. These include a comprehensive investment
regime and an open-skies agreement for civil aviation (Christopher);
EU-NAFTA cooperation on environment, crime, and terrorism
(Brittan: FT of April 28, 1995); EU-NAFTA cooperation on crime,
weapons, drug trafficking, and foreign aid (Christopher); an “Atlan-
tic Community” (Malcolm Rifkind: FT of July 7, 1995).

Some of the projects suggested are in fact covered by the WTO—
for example, the elimination of nontariff barriers to trade in goods
and services (mentioned by Christopher, Hurd,* Helistrom, and
MacLaren). Nontariff barriers to trade in goods and services are al-
ready the subject of WTO agreements. In the absence of an Article
XXIV-consistent free-trade area, therefore, the EU and NAFTA would
not be able to exclude other WTO members from obtaining any im-
proved conditions that the EU and NAFTA offer to one another.

Others are not within WTO competence, and are unlikely ever
to be (crime and terrorism, for example). Transatlantic projects in
such areas have no direct effect on the WTO, nor the WTO on them.

But the possibility is also mooted that the EU and NAFTA might
negotiate codes for foreign investment, or coordination of competi-
tion policy. No current WTO agreement applies in these areas (though
both are candidates for future negotiation in the WTO), so the EU
and NAFTA can make arrangements between themselves without
any WTO obligation.

Bilateral versus Multilateral Liberalization. Consistency with Ar-
ticle XXIV, however, is not the only problem that preexisting com-
mitments in the WTO create for transatlantic liberalization of trade.
Whatever trade-related transatlantic agenda is proposed, the ques-
tion arises—why not do it in the WTO?

A good answer to that question would be that further liberal-
ization is not immediately possible in the WTO—that WTO mem-
bers outside the EU and NAFTA refuse to contemplate further liber-
alization in the near future. That answer, though, is not currently
available—those WTO members have not been asked.

Members of the Trade and Economics Committee propose that
they should be asked. The EU and the NAFTA countries should jointly
prepare an initiative to liberalize trade and investment to be pre-
sented to other WTO members.’ If the initiative succeeds, the value
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of the Atlantic partnership will be reaffirmed. If it is rejected by other
WTO members, the EU and the members of NAFTA will have done
valuable spade work for further liberalization between themselves,
and can proceed with transatlantic liberalization secure in the knowl-
edge that they have treated seriously all of their obligations to the
multilateral trading system.

The Joint Initiative

The proposed joint initiative has a double function. It is a true initia-
tive in the WTO. The Uruguay Round is not a satisfactory stopping
place on the road to liberalization.®

The joint initiative should be an honest attempt to move things
forward.

But it would also prepare the ground for transatlantic liberal-
ization. If there is to be transatlantic liberalization rather than more
general liberalization in the WTO, members of the Trade and Eco-
nomics Committee would prefer to grasp the nettle and aim for a
WTO-consistent free-trade area, or even a customs union. Whether
or not that course is followed, agriculture, textiles and apparel, steel
and audio-visual—the so-called sensitive sectors—must be discussed
to see how far liberalization can go, either in the WTO or across the
Atlantic. Discussions, moreover, should cover all areas of mutual
concern—for example, foreign investment, competition policy, labor
standards, and environmental concerns.

These discussions need not be secret or opaque—nor, indeed,
should they be secret or opaque. Other countries should be encour-
aged to proceed with their own initiatives or to contribute to the
transatlantic initiative.

The intent to proceed with transatlantic liberalization if the ini-
tiative is blocked in the WTO should be open. So long as it is made
clear that the EU and NAFTA will abide by WTO rules, transatlantic
liberalization poses no serious threat to other WTO members. Ar-
ticle XXIV(5)(b) of the GATT requires that:

with respect to a free-trade area.. . . the duties and other regu-

lations of commerce maintained in each of the constituent

territories and applicable at the time of the formation of such
free-trade area . . . shall not be higher or more restrictive than

the corresponding duties and other regulations of commerce

existing in the same constituent territories prior to the for-
mation of the free-trade area . . ..
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The threat that a WTO-consistent free-trade area poses to non-
members is therefore limited.

Special Role of the CAP

The CAP in its present form is a barrier both to enlargement of the
EU to the east and to any proposal for genuine transatlantic liberal-
ization of trade and investment. The CAP is also a very expensive
policy, but that is not the issue here. An expensive policy is one thing—
an expensive policy that cripples desirable foreign policy initiatives
is quite another.

Itis important to be clear, moreover, that the problem to be faced
is not that of removing state support from farmers. Desirable as that
might be, neither enlargement nor transatlantic free trade makes it
necessary.

What either enlargement or transatlantic free trade does make
necessary is integration of EU agricultural markets with those of the
new member states and North America. The CAP stands in the way
of these initiatives because the CAP, in its present form, does not
support farmers’ incomes directly, but rather the prices of agricul-
tural products. Food mountains and wine lakes, set-asides, border
measures, and export subsidies derive from that fact. It is that fact,
moreover, that puts the CAP at loggerheads with trade initiatives—
ince farm incomes depend on the prices of agricultural products,
anything that threatens to reduce prices becomes an enemy of the
CAP and the farmers.

But there is no necessary connection between state support for
farm incomes and farm prices. If the objective of the policy is to sup-
port farm incomes, there is a great deal to be said for tackling that
objective directly, for supporting farm incomes directly, rather than
interfering with prices. As a technical matter, support for farmers
can easily be detached from production—for example, by paying
them amounts based solely on past production, which are not af-
fected by current or future production (or by whether they produce
at all). EU farmers will then be free to produce and sell whatever
amounts of whatever crops they choose, wherever they can, for what-
ever prices they can get.

Separating support for agricultural incomes from agricultural
prices does not solve all problems. The economic cost of supporting
farmers would fall, but the cost to the EU budget might rise. Agri-
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cultural income cannot be detached from agricultural prices, and EU
farmers will still want to erect barriers against imports of cheap pro-
duce. In that, though, they are no different from any group hitherto
protected from competition, and raise the same problems for liberal-
ization of trade as any other pressure group.

With the CAP in its present form, integration of the EU and
CCE agricultural sectors entails EU support prices for CCE produce—
hence the budgetary cost, and the inclination to avoid integration.
Integration on those terms, though, would distort the economies of
the CCE and would give a misplaced boost to their agricultural sec-
tors. Some of the CCE may have a comparative advantage in agri-
culture. If so, they should be allowed to exploitit at world prices, not
at artificially inflated EU prices.

Moreover, there is no reason—economic, strategic, or moral—
for existing members of the EU to support the incomes of farmers in
the CCE. Detaching support for farm incomes in the existing mem-
ber states from current production will allow agricultural markets to
be integrated without any implicit requirement that the EU should
provide such support.

Conclusion

All great projects call for difficulties to be overcome. EU-NAFTA co-
operation to move the world toward free trade, whether in the WTO
or across the Atlantic, is a great project. It faces difficulties that are
real, but that are also parochial. What is the Western world to think
of itself if it allows such difficulties to stifle fitting responses to a
historic challenge?

Notes

1. Address by Roy MacLaren to the Royal Institute of International Affairs,
London, May 22, 1995. Douglas Hurd credits MacLaren with initiating the cur-
rent round of debate on TAFTA in a speech MacLaren delivered in October 1994.

2. Participants in either a customs union or an FTA remove tariffs on trade
between themselves. Members of a customs union, however, also harmonize
their tariffs on imports from nonparticipants while each member of an FTA main-
tains its own tariffs on imports from nonparticipants. The different tariffs of
members of a FTA make “rules of origin” a central issue in the negotiation of
such arrangements. The rules of origin determine whether goods crossing inter-
nal borders (e.g., from Canada to the United States in NAFTA) are deemed to
originate in the partner country, and so to be entitled to duty-free entry; or to
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originate outside the free-trade area and therefore to be subject to duty. Without
rules of origin—and customs posts at internal borders to enforce them—goods
will be imported into an FTA through the member with the lowest duty, and the
FTA will become a de facto customs union, with tariffs harmonized at the lowest
rate charged among the partners.

A country can be a member of several FTAs. The United States, for example,
has a free-trade agreement with Israel and is a member of NAFTA even though
its NAFTA partners do not have free-trade agreements with Israel. So long as
the rules of origin are enforced, goods imported duty-free under the rules of one
FTA will pay duty on entering a partner in another FTA.

3. For example, by Sir Leon Brittan (April 28, 1995); Mats Helistrom, the
Swedish minister of trade (May 3, 1995); and Warren Christopher (June 3, 1995).

4. Speech by Douglas Hurd to the Economic Club of Chicago, May 18, 1995.

5. This part of our suggestions has already been put into effect. In Madrid,
on December 3, 1995, the EU and the United States signed a New Transatlantic
Agenda. It is accompanied by a Joint EU-US Action Plan, which sets out areas for
cooperation and joint action.

Among these is a promise that “We will work to ensure a successful and
substantive outcome for the Singapore Ministerial meeting” [of the WTO in De-
cember, 1996]; and an ambitious program to that end (pp. 28-29). In particular,
the United States and the EU agreed to:

e “work for the completion of the unfinished business...[in the
WTO]...with regard to goods and services”;

¢ “explore the possibility of agreeing on a mutually satisfactory package
of tariff reductions on industrial products”;

e “promote the launching by Ministers in Singapore of negotiations
within the WTO aimed at covering substantially all government procurement
by WTO members”;

e “work to develop a comprehensive agenda for future TRIPs (trade-
related intellectual property) negotiations within the WTO”;

e “work together in the WTO and/or other appropriate fora” [on new
issues]. New issues expressly mentioned are environment; investment; compe-
tition policy; and labor standards.

6. Hindley, “Two Cheers for the Uruguay Round,” Trade Policy Review, 1994
(London: Centre for Policy Studies, 1994), pp. 5-28.
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Culture and Art

The common culture of Western Europe must necessarily play alarge
part in any discussion about a New Atlantic Initiative. That culture
is deeply rooted in the European past—from Shakespeare to Valery,
from Newton to Einstein—in the countries and the languages from
which it spread to North America and Latin America. By its means
there has been established a canon, by which cultural activity can be
judged, nonsense rooted out, and vulgarity combated. The criteria
which are contained in it can be applied to contemporary cultural
manifestations, of which new forms have been produced by the tech-
nological advances over the past century. The cinema and the televi-
sion screen have developed sophisticated techniques through which
artifacts of real artistic value can be fabricated and other cultural
forms be communicated. Yet the basis for all this new activity re-
mains the traditional cultural canon developed in Western Europe.
It is this that must be studied if the culture of the present and
future is to have the richness it has known in the past. This is true
whether we give the word culture its narrower sense of the high cul-
tural achievement we have inherited or the wider (and perhaps un-
definable) anthropological meaning of “the general behavior of man
in society.” In the latter sense, the spread of sport around the world
is one example of the predominance of Western values and habits.
Others are the spread of what we call “modern, industrial civiliza-
tion” with all the consequences that this entails for daily living hab-
its and standards of living, epi-phenomena of this such as tourism,
the motor car, the telephone. In all these fields the pattern of diffu-
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sion has been from America or Western European countries to the
rest of the world. The cultural initiative still remains with the Atlan-
tic geographical region, to which should be added English-speaking
countries such as Australia and New Zealand.

This inheritance of culture has been carried down the centuries
by the medium of language, which at the same time introduces an
element of disunity. During the ages in which it was dominated by
an aristocracy, the knowledge of the principal European languages
was widespread among the governing classes, sometimes to the point
of replacing their own mother tongues (e.g., the Russian nobility be-
ing largely French-speaking). With the spread of education, how-
ever, culture became familiar to the middle classes, and these no
longer shared the lingua franca (French) in which communication of
a cultural nature had largely been carried on. Now, the transmission
of great literature or philosophy had to be carried on in translations
or with a knowledge of the original language gained from schools or
universities. Neither of these were effective means of communica-
tion as had been the almost universal knowledge of French in the
aristocratic circles of the 18th century. Though music and the visual
arts were unaffected by this, it was an important feature of European
civilization that the transmission of ideas was effected through the
medium of one national language which had made itself the unique
instrument of cultural discourse.

In the 19th and 20th centuries English replaced French in this
role. But the function was no longer the same. Not only did English
become especially the medium of science, to a point where French
scientists, in the late 20th century, often drafted their papers in
English, but it was English which became the medium of popular
entertainment in addition to its function in the transmission of tech-
nological information (English as the language of air-controllers, etc.).
All of this was largely due to the part played by the United States in
the diffusion of popular culture, as well as the so-called “youth cul-
ture.” This extended role for English also has had an effect on the
language itself. There has been a sort of inner-rusting of language
leading to a simplification of syntax and vocabulary. Thus English is
not only more used for utilitarian reasons, but also often robbed of
its ambiguities and subtleties to ensure the rapid communication of
information necessary to communities needing the help of modern
technology. A basic English has become the lingua franca of the late
20th century.
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The position of culture in the late 20th century has been com-
plicated by what amounts to a planned attack on its role, which, in
much that is written under the influence of “deconstruction” goes as
far as denying the traditional canon any role at all. This attack began
with a number of mostly French intellectuals who were determined
to deny works of art or literature any more than purely relative worth.
Their thesis was that since literature exists through its audience, it
cannot be said that, say, Shakespearean works have any greater value
than the latest thriller. Both of them aim at audience satisfaction and,
provided that this is achieved, it cannot be said that one contains
more “value” than another. This idea, transferred to the U.S. cam-
pus, took on a life of its own, with professors using it to lay claim to
some form of moral superiority over their colleagues and students
from various minorities coming to believe that a culture which they
invented for themselves could replace the inheritance of the last three
centuries. For political reasons, ranging from hostility to elite culture
to a false application of the principles of political democracy to cul-
tural affairs, these views spread, and have prospered. A combina-
tion of a populist yearning after equality and a false appreciation of
the nature of education, together with bullying tactics on the cam-
pus which make teachers reluctant to stand up for their beliefs, has
spread an anticultural frame of mind; if it prevails it would rob the
Atlantic community of both its moral principles and its links with
the past.

It follows that these ideas—or heresies—must be strongly re-
sisted by proponents of a new Atlantic initiative. Although we may
believe in political equality and the granting to all men, whatever
their race or creed, equal rights as citizens we cannot accept an ex-
tension of this political belief to one in the equivalence of all cul-
tures, whether of historic importance or not. To speak of Dante or
Milton as “dead white males” merely demonstrates the vulgarity and
Philistinism of those who use such phrases. It resembles the National-
Socialists” expulsion of Jewish writers, musicians, and so on from
the national community. There is no excuse for this type of barbar-
ism—still less for letting oneself be dragooned into accepting it. It is
totalitarian in its desire to impose one form of belief, in the violence
with which such ideas are put forward, in the intolerance which ad-
mits no discussion and stifles freedom of debate, in the superficiality
of an approach that eliminates the past and throws overboard what
has been won, over the years, by past generations. It is hard to know
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where more wickedness resides: in the scholars and intellectuals who
have betrayed the cause of intellect or among students who have
turned themselves into political fanatics in order to follow fashion
or to lay claim to an unwarranted notoriety.

Wrong-headed though we believe those who have espoused
such ideas to be, they must be met and confuted by free discussion,
not by any attempt to deny them their rights to be heard. Those with
whom we disagree must be granted the freedom they deny others,
but, if they turn to physical violence or intellectual blackmail, then
believers in traditional cultural values must defend themselves by
words or other means available to them. “We must believe,” R. A.
Butler once said, “that even the very youngest among us may be
mistaken.” Students have no standing except in as far as they submit
themselves to the processes of education. To educate anyone is nec-
essarily an “elitist” procedure.

Unfortunately it is a fact that what is called “a multicultural
society” easily becomes a society where relativism goes so far as to
leave it without values. If we believe the civilization of the Aztecs to
be the equal of the West’s we cannot avoid stating what we believe
about the human sacrifice which formed a part of its religion and
hallowed its festivals. Do we grant that feature of Aztec society the
beneficent results which presumably the Aztecs themselves expected
of it? Or do we simply dismiss as inhumane the accumulation of
prisoners of war with the object of eventually cutting out their hearts
or flaying them? If we do the latter, then we are judging by the light
of our own present-day views. But are we not bound to judge? And
do not such judgments undermine the whole idea of a multicultural
society? But it is those cultural liberal ideas which cause us to reject
the Aztecs which also provided the basis of our rejection of the slave
trade. It was a great 19th century liberal, Macaulay, who claimed
that the English language was better adapted than Hindji for the edu-
cation of the Indian people. A multicultural society must challenge
us to establish a real hierarchy between the cultures concerned. Only
confusion will result from any attempt to produce a morality based
on a pick'n'mix from different cultures. The change in the United
States, from melting-pot to salad bowl, has created very great prob-
lems for which no answer is yet in sight. The idea of a multicultural
society, though originally, no doubt, idealistic in its motivation, can
be developed in directions that are highly damaging to that society’s
homogeneity, particularly where this is motivated by political con-
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siderations. If carried through to its logical conclusion of denying its
cultural identity from European sources this would imply a profound
cultural divide between America and Europe. A new Atlantic initia-
tive must, therefore, point out the dangers in this concept.

Thus, while those in favor of such an initiative must devote
themselves to a democratic society which permits no exclusion on
the grounds of race, sex, or religion they must also defend their own
cultural inheritance against any attempt to downgrade or dissolve
it. This is primordial to the whole concept of Atlantic unity. This is
why we considered this point at such length. No question is more
important. If the culture of the Atlantic community is fragmented, it
is hard to see how it can be united politically.

Patronage and the Arts

That being said, we must not forget the lesser questions that are at
issue between the two sides of the Atlantic. These concern such mat-
ters as the financing of the arts, the economic foundation that en-
ables them to continue to exist, the cultural rivalry that is present
between America and Europe (with a large role being assigned to
France, a country that was once culturally predominant in Europe but
presently feels itself invaded and to some degree violated by American
popular culture through the medium of cinema and television).

To appreciate these differences we must look backwards in his-
tory. Traditionally in continental Europe culture has been financed
by the state or else by the monarch. In France a centralizing monar-
chy bequeathed its traditions to the Republic and to Napoleon. Some
cultural institutions continued unchanged through different politi-
cal regimes. The Comédie Francaise is only one example, but it was
joined by the Académie Francaise, which exercised control over the
French language, conservative in nature, but usually unswayed by
political considerations. In Germany the existence of many small king-
doms (the Kleinstaaterei) produced a multiplication of sources of pa-
tronage, to which Germany owes the existence of opera houses in all
major cities. Italy too shared this court culture. What should be em-
phasized is that most cultural institutions owed their existence to
the state or a state, tiny though this might be.

On the other hand, in Britain and later in America culture has
to make its own way, helped perhaps, but never dominated by the
state. In Britain the royal family did indeed act as patrons of culture,
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as the royal collections bear witness. But, even in the 18th century,
the acquisition of works of art, for instance, was largely the work of
an aristocracy a good deal richer than the monarchy. In the United
States, during the 20th century, cultural institutions were founded
by men who had made their money from the vast expansion of Ameri-
can industry in the 19th century. Today private encouragement has
led to a huge development of museums and galleries, quite largely
due to tax arrangements which encourage charity more than is the
case in Europe. Meanwhile, Britain has had to rely on a national lot-
tery to raise admittedly large quantities of money for the arts. The
British theater, however, seems to manage to exist on its own earn-
ings, whereas Broadway has fallen on evil days. In this game the
name of Shakespeare is a trump card.

There are, therefore, in the Atlantic area two strongly differen-
tiated traditions of the way in which culture is sustained financially.
In the one case there is state subsidy, often with a dignified patina
inherited from the princedoms of the past. In the other, culture has
to earn its own living by selling itself on the market. In that case it is
subject to the same temptations as other goods—the exclusion of com-
petitors and protectionism in fact, if not in name. At present, both
the EU and the United States are liable to succumb to cultural pro-
tectionism, often disguised by some cultural imperative. On the Eu-
ropean side there has been an attempt to restrict the flow of Ameri-
can films and TV programs into European countries. The excuse for
this has been the need to keep national cinema and TV alive. Indeed,
these media have recently known difficult times, with the expense of
films rising and the audience for non-English speaking productions
going down, because of both the restrictions imposed by language
and the themes necessarily different from those of Hollywood. This
issue surfaced during the negotiations for the recent GATT round,
and intermittently, with the efforts made by the European Commis-
sion in Brussels to evolve a cultural policy. These have been marked
by a scarcely veiled protectionism, including attempts to forbid cer-
tain types of advertising, which were they successful, might erode
the financial basis of privately operated television networks.

On the American side protectionism expresses itself through a
refusal to admit dubbed European films—a prohibition that denies
them the possibility of large audiences across the United States. The
reason given for this is that American audiences will never go to see
dubbed films, the European response being that the intention is that
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Americans never shall go to see dubbed films. However this may be,
itis certainly the case that American film companies do exercise pro-
tectionism through their control of distribution networks.

Consumers, therefore, on both sides of the Atlantic are deprived
of certain films and television programs which they might have en-
joyed. The solution to this problem does not lie in protectionism but
through fiscal measures designed to encourage new artistic enter-
prises. The same means could be used to aid publishers, organizers
of art exhibitions, and patrons of music and contemporary art. The
principle needs to be accepted that culture can be helped, not by
keeping out foreign works, but easing artistic production at home.
Particularly important here will be assistance for translations and
translators. The latter are very badly paid, but their work is essential
if communication between the different branches of European cul-
ture is to be maintained and also to be transmitted to the English-
speaking civilizations of North America. Such institutions as the
Bollingen Foundation do good work in this respect, but not enough
is done and very often what passes for a translation is badly executed
simply because the translator lacks time. Similar means are needed
to facilitate important cultural contacts between the two sides of the
Atlantic in the worlds of art and music; orchestras should be able to
travel and exhibitions to be created as a result of tax concessions to
those providing patronage.

It should be noted that, in cases where private patronage is in-
voked to provide resources for cultural projects, there are two ad-
vantages over state patronage dispensed by committees of the great
and the good. In the first place such committees will usually tend to
recommend “safe” projects, except in cases where they consciously
turn their attention to avant-garde artists. In that case, their bias may
well be toward the fraudulent and those who represent the most
questionable aspects of modern art, literature, and music. It would
seem that the muddle which ensues when committees try to have a
discussion on artistic values naturally militates against sensible de-
cisions. To do away with such committees, “animals with four hind
legs,” as the saying goes, in favor of a single enlightened patron
or else patrons who are, in any case, accessible to ideas from out-
side the fashionable cliques of government appointees would be
a great advantage. And the ranks of patronage would be consid-
erably enlarged, were the necessary tax arrangements made to
ensure that rich people obtain some alleviation of their tax bur-
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den through their benevolent interest in culture.

Secondly, government-appointed committees are naturally sub-
jected to political influence. This is not necessarily exercised in favor
of fashionable avant-garde art, but is subject to influence by the non-
sense that goes under the name of political correctness. In all sorts of
ways—by journalists, by broadcasters, by members of Parliament—
influence is brought to bear, often in the name of pseudo-concep-
tions of democracy, to make it appear that “high culture” has no rel-
evance for the vast mass of the population (which may be true) and
should not, therefore, be supported by public money (which is un-
true) though itis a point of view often advanced by those who would
lose their audience were the cultural standards of that audience to
be improved. The advantage of private patronage is that it takes the
argument out of the hands of Philistine politicians and illiterate jour-
nalists. The state and elected politicians meddle enough these days
under the pretext of furthering “democracy.” At the moment culture
would probably find it hard to do without some government sup-
port, but we must strive to ensure that its resources come from else-
where. In Britain the present arguments about the national lottery,
including the ludicrous remarks from church leaders and attacks from
those who dislike a successful company, should not disguise the fact
it has done much to find a solution for the problem of funding arts.
We should not allow ourselves to be diverted from this by unan-
swerable questions about whether it is better to rebuild Covent Gar-
den or give money for research on cancer.

As will be readily apparent we are strongly opposed to
measures that ban or restrict access to culture in all and any of its
forms, but we are also greatly concerned at the vast outpouring of
pornography. Pornography dehumanizes and degrades both its par-
ticipants and its audience. Without advocating censorship we be-
lieve that problem could be diminished if cultural elites on both sides
of the Atlantic do more to promote standards which reflect respect
for the person, a principle which is deeply rooted in the religious
and cultural traditions of the West.

This important stricture notwithstanding the key word in the
debate on culture within the Atlantic region is availability. Citizens
on both sides of the Atlantic need to be able to lay hands on the books
they need, view the pictures they like, see the films and plays which
entertain them, increase the breadth of their culture by learning the
languages of their neighbors, have access to as many television chan-
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nels as they wish without finding political obstacles in their way.
The gleichschltung of world culture that is now appearing under the
cover of the gradual emergence of English as a lingua franca—conve-
nient, but mutilated— should not mean an impoverishment of cul-
tural experience. It should not eliminate the past or prejudice the
future.

Nor should a new mechanized Internet civilization lead us to
imagine that the previous concept of culture is out of date. The Times
of London may appear on the Internet but this quite obviously rep-
resents no particular improvement in its content.

In effect, as to its dealing with the human personality, culture
can be described as an atmosphere within which man may find the
possibility of solitude, repose, meditation, thought, and perhaps the
possibility of excelling oneself by producing artifacts—a poem or a
symphony—which conveys to one’s fellow or to posterity the possi-
bility for them too of contemplating such achievements.

Culture is also an educative process, by means of which we can
convey to the young the fascination of the past and the opportuni-
ties of the future. For the old it is a never-ending excitement through
which life may be lived “under the angle of eternity,” as Conrad put
it, and death encountered with dignity and a sense of meaningful-
ness. Culture is what makes the difference; it ensures that we do not
live like slobs or die like dogs. We conquer the painful facts of hu-
man life by understanding them. In doing this, we impart meaning
to our course on earth. This is why culture must not be allowed to
succumb to an idolization of modernity as such. Any future Atlantic
community which abandoned its cultural inheritance or ceased to
seek to improve on it would be a poor thing indeed, an unworthy
descendant of Athens or Rome. We should recognize that the cul-
tural tone of such a community will matter at least as much as its
institutions or its economic arrangements.

Summary of Conclusions

We assert our attachment to Western culture, not as a view of the
world to be imposed by whatever means upon other peoples, but as
a heritage to be preserved and studied as a continuing source of in-
spiration for new generations, as well as for the modernization of
other parts of the world.

We wish to expose the contradictions of those who demand, in the
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name of the principles of intellectual freedom, the voice that they would
deny to us in the name of their ideological or religious principles.

We consider beyond compromise our commitment to multira-
cial, color-blind society, but we consider extremely dangerous the
idea of multicultural society, where important human values are be-
ing trivialized by their being different for each person or group.

We should be prepared to accept a “clash of civilizations” if that is
the price for defending the right of every human being—irrespective of
civilization of origin—to life, liberty, and respect.

We reject cultural protectionism even when it is intended to
defend traditional values and high culture. We are convinced that
cultural policies have to be reformed through the reduction of politi-
cal and bureaucratic intervention in the arts and their encourage-
ment through an atmosphere and social environment favorable to
private patronage.

We seek favorable conditions for market-orientated initiatives in
the field of art and entertainment, so that the choices of the public may
find their fullest expression, without ever accepting that commercial
success may be directly equated with great artistic achievement.

We favor the transfrontier diffusion of television, and we are
opposed to the proposed banning of advertising to children.

Without advocating a system of censorship we suggest that at-
tention on both sides of the Atlantic be given to the problem of por-
nography through the promotion of standards in accordance with
the principles of respect for the human person, a principle which can
be considered a basic characteristic of Western society.

We object to the de facto protection of the U.S. film market, result-
ing in barriers to free circulation of European products, barriers that
are created at the initiative of organized interest groups, through ob-
stacles to translations and dubbing; we are similarly opposed to barri-
ers to the import of U.S. films to European countries, normally on the
grounds of their presumed threat to national cinema and television.

We favor a mixed regime for television, with public and com-
mercial broadcasters on an equal footing and with spontaneously
identified complementary roles. And we object to the growing drift
toward a European cultural policy operating through quotas and
subsidies. Such a policy not only represents an unhealthy degree of
bureaucratic supervision, it is likely to foster conformist and Philis-
tine qualities in the arts.

45



PART TWO
The Common Crisis



/

The Common Crisis: Is There Any?

Viaclav Klaus

Being known as a passive and almost submissive person who al-
ways accepts somebody else’s suggestions, a few months ago I ac-
cepted the suggested title of my speech for today: The Common Cri-
sis. But several days ago, when I started to think seriously about what
to say, I modified the title slightly as compared with the printed ver-
sion of the program, adding the question, Is There Any? The reason is
that I am the last person who would call our situation—either at
home, in Europe, or in the world—a crisis. Such a pessimistic label
seems to me not appropriate. To call our current situation a crisis
implies that we consider some other period of human history to be a
noncrisis. I cannot find, however, any moment in the past for which
I would use such a term.

I prefer to start today’s discussion with different assumptions.
We live in a real, not a hypothetical, world, with real, which means
imperfect, people, with imperfect social institutions, with many is-
sues that remain to be solved—but with tangible results, with visible
improvements, and with innovative solutions to many difficult prob-
lems. For me the term crisis means a situation in which everything
goes down, not up, where there are questions without answers, where
there are problems without solutions, where there is a lack of elemen-
tary social cohesion and mutual understanding, where there are no
dynamics, just a stationary state. This is not what I see when I look
around.

The post-Communist and post—cold war era demonstrates, for
me, a visible movement forward. To interpret it differently means to
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be disappointed with what has happened since 1989. For me, we are
moving, we are “on the road” to a better world, to a world without
totalitarian regimes (at least when we talk about Europe and America,
about our common Atlantic region), without threatening military
structures, without totally inefficient economic systems, without
overideologized thinking. We have not yet entered heaven, and we
never will, but I am confident that we are on the right track. I know
there are people among us who see crisis in any moment when there
is no central authority in full control of events, when there is no
dirigisme from above, when we witness more spontaneity in human
behavior than conforms with somebody’s intentions whenever there
is anything new, unknown, unplanned, and unprepared, when the
old clichés are lost or forgotten. I do not belong to that group.

We have probably entered a new period, but I see it as an op-
portunity, not as a problem.

I know, of course, that human society is very fragile and vul-
nerable to all kinds of disturbances. To think that we will be able to
move forward without a permanent effort, without the daily involve-
ment of all of us in a never-ending fight for freedom, would be a
fatal mistake—a fatal conceit—and would take us on the road to serf-
dom, which some of us know too well. To think that the collapse of
communism and its probable definitive end is a final victory, the “end
of history,” would be very costly. We all see around us new dangers,
new blind alleys, new attempts to create brave new worlds based on
very promising rhetoric, on more sincere or less sincere intentions, but
on wrong ambitions and false assumptions about human behavior.

Even though I expressed my strong disagreement with the term
crisis in the title of my presentation, I accept the adjective common.
With all the historic and cultural differences, human society is more
homogeneous than some of us assume. I agree with those who say
that there are common answers to our problems. In addition, I be-
lieve that the answers are simple, more or less known and old-fash-
ioned, and realizable. I am optimistic, and I agree with one of the
heroes of the Atlantic movement, Ronald Reagan, who many years
ago said: “The experts tell us there are no simple answers to our
difficulties. They are wrong. There are simple answers, just not easy
ones.” It is our task to look for them and to find them. I hope the
Congress of Prague will help us in this respect.

The ambition of the congress, of course, is not so general. We
are interested in a closer issue, in transatlantic relations. The idea of

50



VACLAV KLAUS

transatlantic cooperation between Europe and North America was
born at the end of World War II. The tragic experience of our fathers
and grandfathers with fascist dictatorships, with communism, and
with the devastating war and their resolution not to go through it
again led to many postwar activities and to the formation of several
international organizations, especially NATO.

The transatlantic cooperation was—for decades—kept together
by an imminent Communist threat, and we subconsciously accepted
the idea of NATO as an anti-Communist bloc and nothing else. With
the end of communism the common enemy disappeared, and some
of us seem to be at a loss about what to fight for.

I am not. For me, the transatlantic community was never con-
nected solely with one enemy. It has deeper roots and a stronger ba-
sis. It is based on ideas, not on enemies. It is connected with the tra-
ditions of freedom, democracy, and the market economy. European
and American liberalism (in its original, European meaning) repre-
sents our common cultural heritage, which we try to keep alive for
future generations on both sides of the Atlantic Ocean. We are com-
mitted to such a duty, and we have to guard it in all spheres, includ-
ing the security one.

I am aware of existing dangers and know that for the time be-
ing they are more in the field of ideas than in the field of security.
Some of them are “domestic” and are connected with new attempts
to corporatize and syndicalize our societies, with legislative attempts
to support organizations and associations. These attempts serve to
partialize us, filling the space between individuals and the state at
the expense of both, denying the elementary principles of a liberal
society. Such approaches are erroneously justified by well-intended
people who, instead of advocating further liberalization, deregula-
tion, and privatization (not just in the economic sphere), advocate
not freedom but new versions of collectivism; advocate not overall
healthy competition, but more and more areas controlled by experts,
professionals, and “better” people; advocate not the acceptance of
incrementalism and Pareto improvements but isolated, absolutist
“solutions” to partial problems; advocate not a coherent society but
new “feudalities,” to borrow Ludwig Erhard’s term.

Such tendencies, if they prevail, will have enormous influence
on international relations and on the whole transatlantic coopera-
tion, and we should not underestimate them. Our foreign policy re-
actions and initiatives are less autonomous than is often assumed,
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and their roots in domestic ideological tenets are very deep.

I see the danger of the increase of isolationist tendencies in
both Europe and America, even if for different reasons. In Europe it
is because of more deepening than widening in its integration phi-
losophy, because of less vigorous market forces and less vigorous
individualist traditions. In America it is because of the prevalence of
new, less liberal ideologies and because of traditional self-
centeredness in world affairs. I see external dangers as well, but I
consider them less dangerous than our own deficiencies.

At the beginning of my presentation I rejected the assumption
of the existence of a common crisis. I can, however, imagine the ar-
rival of such a crisis at the moment of closing ourselves, instead of
opening ourselves in the field of both ideas and trade. For several
decades, we in Czechoslovakia lived in a closed society, and we know
what it means. We know what it means to stress differences and ha-
tred instead of searching for commonalities and friendship. I believe
the original postwar transatlantic idea arose as a reaction to our pre-
war insularity, and we should not repeat our mistakes. The disap-
pearance of one common enemy should not demotivate us. We know
that the slippery road to serfdom is not far away and that some parts
of the road may offer seductive views of the natural beauties around.
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Are There Common Answers?

Discussion

IRwiN M. STELZER (United States): The question we have been asked
to discuss is, “ Are there common answers?” As Prime Minister Klaus
has pointed out, this refers not necessarily to a crisis, but to prob-
lems that many countries confront. So let me briefly sketch what the
common problems are, even though they may not constitute a crisis,
for which we seek common answers.

All governments in the Atlantic community as we broadly de-
fine it are wrestling with the question of the proper role of the wel-
fare state in the next century. All governments are under pressure to
reduce employment costs and to lower taxes. All governments have
the problem of an aging population, with fewer workers to support
more and longer-lived pensioners. All governments face the prob-
lem of a fraying social fabric, with criminality at unacceptable levels,
and with the vague feeling that popular culture is somehow debas-
ing society. And all governments face pressure to do something that we
in America call downsizing and Europeans simply call unemployment.

These are some of our common problems. And each country
has a stake in having other countries solve these problems and pros-
per, because the creation of prosperity is not a zero-sum game. We
have a stake in each other’s prosperity.

Perhaps fortunately, we have not had common solutions to these
problems. Fortunately, because a variety of models are available for
us to consider, America has relied on flexible labor markets to pro-
vide full employment, but real family incomes have risen at a rate
slow enough to qualify as a problem. Britain has followed the Ameri-
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can model, more or less, while Europe has rejected this approach in
favor of a high labor-cost, high-unemployment model, with high
transfer payments to maintain social cohesion. America has opted
for a relatively low tax regime, Britain for a somewhat higher one,
and Europe for a higher one still. America has what the Europeans
consider to be a cruelly deficient welfare system. Europe has one
that seems to Americans to be extravagantly costly.

The risk in these differences is that a sclerotic Europe, unable to
lower its employment costs, might lurch toward protectionism. A
restless America, writing Europe off as terminally ill in economic
terms, might focus not only its economic but also its diplomatic and
its political attention on the more vibrant Asian economies. Some of
the participants in the Prague Congress have said that this danger is
already a reality. Fortunately, we have a distinguished panel to solve
these common problems, and they address them below.

PauL Fabra (France): I will speak especially about fiscal policy, and
especially in France. As everybody knows, the French are very proud
of their cooking, which is supposed to be one of the best, if not the
very best, in the world. But also, in our language the word cuisine
has a pejorative connotation. Alongside the cooking itself, the word
refers to what is done in the kitchen generally.

I would like to demonstrate what is happening today behind
the curtain in different states of the community. In order to cope with
the Maastricht conditions on monetary union, those attempts are giv-
ing way to a sort of cuisine that is neither politically, financially, nor
economically very appetizing. It is not just that the attempts to cope
with the criteria are not genuine; it is also the case that the criteria of
Maastricht are inadequate. The single reason why they are inadequate
is that they are entrenched in the mythology of the gross national
product. To follow the track of a free Europe and a more effective
economy, as Prime Minister Klaus has said, we have to stop the mis-
use of national accounting, which leads to the mismanagement of
the political economy.

So let us consider how these member states are doing. Luxem-
bourg, for example, is considered the best alumnus of the commu-
nity in terms of equilibrium. But if you take into account the cost of
funding retirement payments to the civil servants of Luxembourg,
you will discover that Luxembourg is probably in one of the worst
situations in the community. Even the illusion that we have even
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one good small country that is financially solvent is probably false.

In Germany, you will discover that the actual deficit as a pro-
portion of GNP is probably 10 percent rather than 4 percent. But let
us consider the gross errors of judgment, the mismanagement of
public affairs that is encouraged by the misuse of national account-
ing. According to the Maastricht Treaty, supposedly, the deficit can-
not be allowed to go higher than 3 percent. Well, that is not exactly
so. A spectrum is implied for what is called fine tuning. Forget the
most important feature we know about deficits—that they are in-
tractable—and allow me to pronounce the very simple rule that
should be at the center of any financial public policy. Because it is so
simple, I shall probably be discredited as an economist. The rule is
that we have to solve problems in public affairs, as in private affairs,
as they arise. If we do not master them at the moment the problems
are arising, we shall not be able to master them at all.

In France, the destructive power of the Maastrict Treaty has been
more destructive than in other countries. Why? Because French elites,
even today, do not have the faintest idea of how the market economy
should function. The idea that government intervention is necessary
in almost every field is still with us.

The contradiction between the market economy and national
accounting can be summarized in a few sentences. According to na-
tional accounting, public-sector spending is considered to be a con-
tributing factor to GNP growth. Consequently, the idea that public
spending is contributing to growth collides with the imperative to
squeeze the deficit. To promote growth becomes contradictory with
squeezing the deficit. Another approach is to deny that public spend-
ing is a contributor to growth; the problem can be posed in different
terms.

In my view, the deficit is not to be compared with the GNP. The
deficit has to be considered in absolute terms—this is the approach
we follow at the Center for the New Europe in Brussels. We think
that we have to have a realistic, in contrast to a nominalistic, ap-
proach to the deficit.

WILFRIED PREWO (Germany): Having a German speak about the wel-
fare state, which I am going to do now, might make you wonder. Let
me say that I am not here to resurrect Bismarck, but to bury him.
Irwin Stelzer started the discussion by naming some differences
between the United States and Europe. Here is another one: between
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1970 and 1995, jobs rose by 60 percent in the United States and only
by a meager 10 percent in Western Europe. Since 1960, unemploy-
ment in Western Europe has been moving gradually upward. In ev-
ery recession, unemployment went up; and in the ensuing upswing,
unemployment was hardly brought down. In the subsequent reces-
sion, unemployment went up further.

Until the 1980s, we could afford—or politicians could afford—
to close our eyes and forget about this phenomenon. Everybody
thought it might just disappear someday. Until the end of the 1980s,
Western European countries were competing mostly within the triad
of Western Europe-North America-Japan, where labor cost differences
of 35 percent or so could be compensated by locational or productiv-
ity advantages.

But with the end of the cold war and the onset of the informa-
tion age, the situation has changed completely. The labor-cost bench-
mark is no longer set within the triad. It is now set by Central and
Eastern Europe and by Southeast Asia, where we not only have low
wages, but also low wages with good labor quality and, therefore,
low unit-labor costs. And this is producing a production exodus from
Western Europe, particularly Germany, from which even mid-sized
countries can take advantage, given the proximity of Central and
Eastern European markets.

Germany does not lose from this—Germany benefits. German
unemployment is lessened by this and will recede because of this
fact. The labor-cost problem is the first major problem of the welfare
state because in post-cold war Europe, the labor-cost problem is
melting the financial pillars of the welfare state.

In the Bismarckian variety, the welfare state is financed by pay-
roll taxes. Payroll taxes for unemployment and pensions in Germany
now exceed 40 percent of the gross wage, paid half by the employer,
half by the employee.

In addition, we have an investment problem. As we move from
the machine age into the information age, we need new investment
to grow. We do not have that. In 1970, in most countries of Western
Europe, welfare, or social, expenditures were below investment out-
lays. Now the typical picture is that welfare expenditures are twice
as high as investment outlays. We do not have the money to set aside
to save and to invest for the information age.

The most pressing problem arises from our demographic trends.
In Western Europe in 1960, the typical age tree had a pyramidical
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shape—with many young people, with mid-lifers in the middle, and
with fewer old people. By now our age tree has become a pumpkin,
or an American football standing on one tip: fewer young people,
many mid-lifers still, and a growing number of retirees living longer
than they did before. By about 2030, we will have a mushroom—a
thin stem of young and active people supporting many old people.

By about 2030, in Germany we will have one pensioner per one
active person in the labor force, implying that the average pension
payroll tax in Germany will have to be exactly equal to the average
pension. No jobs will be able to support that, and no young people
will be willing to pay for that. The pension payroll tax would have to
rise today from 19.2 percent up to 34 percent in order to provide the
same benefits. Add to that health payroll tax and unemployment
payroll tax and we are at 50 percent. And our current marginal tax
rate is 57 percent. So where does that lead us?

We speak of security, or social security, or old age provision, as
if they were insurance. They are not. With the pension payroll tax, a
pay-as-you-go system, we do not set money aside for our own fu-
ture pensions. All we do is support the pensions of our parents. In-
surance means to set aside something for ourselves, either by build-
ing up financial capital, creating a fully funded pension plan, or rais-
ing children and educating them, that is, investing in human capital.
The latter we are not doing any more. We have broken the genera-
tional contract. We have broken this chain letter, just as any chain
letter is broken.

The systemic fault of our social system is that it is a uniform
plan that disenfranchises the individual. We give him no options.
Benefit packages are standardized; one size fits all. One cannot buy a
lesser plan for a lower premium. There are no deductibles and no
copayments, or if there are, they are the same for everybody.

Now this diagnosis points to the therapy. We cannot just throw
out our aim of social security; we have to preserve that. Also, espe-
cially in the European environment, we have to address not only
efficiency issues but also equity issues. We have to empower the in-
dividual to act with responsibility.

Empowering the individual means first giving him the money
he needs to finance social safety and social insurance products. To
this end, I suggest—and to Americans this may bear some resem-
blance to medical savings accounts or IRAs—that we put all the cur-
rent employer and employee contributions into individual social sav-
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ings accounts. The social savings accounts would be vested in the
individuals; they would control them.

If we put all the current money into such accounts, everybody
can buy the current benefits. Nobody loses, everybody is taken care
of. Social safety is preserved.

But the individual is not obliged to buy current benefits. All we
do is oblige him to buy a mandatory minimum package, because as
a society we would not gain if an individual did not insure himself;
indeed, in the worst case, he would again become a burden to soci-
ety. So there has to be mandatory minimum insurance.

If the individual buys less than the current full plan, if he stays
with the minimum plan or buys something between the minimum
and the optional 100 percent benefit package, he keeps the savings.
Those savings will be his. They will stay, however, in a social savings
account. They will stay there and he can draw on them to cover him-
self for contingencies he has not covered, and he can use them to buy
other social insurance products.

To be practical, allow me to give some examples of what this
would look like. In health, it would mean copayments and
deductibles. This would reduce excessive spending, especially in
ambulatory care. The plan would enable individuals to have a full
choice of providers. It would allow people to opt with their money
for fee-paying care or for managed care. Competition on the supply
side would unlock a tremendous efficiency potential, especially on
the European scene, with publicly run hospitals.

Another feature is sick leave. In Germany, currently, we talk
about lowering the sick leave compensation from 100 percent to 80
percent. Why not, in compensation, give the remaining 20 percent to
the social savings account of the employee? He can then insure him-
self with the remaining 20 percent, or he can just save it and keep it
in his social savings account.

One consequence would be a tremendous incentive to cut down
on absenteeism. Two-thirds of the first two days of sickness in Ger-
many are weekend related: they fall on Mondays or Fridays. Only 6
percent of the first days of illness fall on Wednesdays.

Also consider unemployment. Here, again, we currently have
the same benefits for all. Why not differentiate according to risk
classes? Somebody who undergoes training has a lower unemploy-
ment risk. Why not give him an incentive by means of a lower un-
employment premium? Again, the savings from that will augment

58



ARE THERE COMMON ANSWERS?

the balances in the social savings account.

Now, what do we need all this money for? For pension reform
where we have to complement the current pay-as-you-go system by
building up a fully funded pension plan.

Tomas HaLik (Czech Republic): My contribution could be called the
ecology of freedom. I wish to speak about the necessity of supporting
and protecting the moral climate that forms the biosphere of a free
society for the development of values on which the identity of the
Atlantic culture is based.

Vaclav Klaus expressed an important idea when he observed
that “the transatlantic community is based on ideas, not on enemies.”
The main common enemy has departed, and now his departure com-
pels us, once again, to seek our own identity, our common values
and ideas.

Are the most important things that bring us together liberal in-
stitutions? Liberal institutions are immensely valuable. We who were
deprived of them for so long know this very well. And yet, in the
words of Lord Dahrendorf, they are cold. They do not give the feel-
ing of being at home, of being rooted; they do not provide the means
of being conscious of our identity. To lead a happy life man also needs
warm institutions—traditional structures such as the family, the com-
munity, the church, and a homeland. These are the mediating struc-
tures, wherein one learns to discern what is of value, where one ac-
quires the basic customs and traditions that lay the foundations of
our moral and social lives.

Certainly, at the time of the cold war, NATO was primarily a
cold institution, even though in these lands it was warmly valued by
democratically thinking people, above all, as an expression of the
resolution to protect the security of those warm structures. Its mis-
sion was seen as one of protecting the freedom of nations, protecting
their cultures and their spiritual life, and guaranteeing the security
of family life. The Atlantic community is now facing the task of seek-
ing its positive identity: that is, not only defending democracy and
peace but positively stimulating the political culture as well as the
internal peace of societies.

Afree society, political and economic democracy, the legal state,
respect for human rights, and the dignity of the individual did not
simply fall from heaven; nor are they the product of some sort of
universal human experience. They have arisen only where there ex-
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ists the centuries-old cultural influence of Western Christianity, the
catholic synthesis of Jewish religion, Greek philosophy, Roman law,
and the Protestant ethic. The ideals of the Enlightenment are a pre-
dominantly secularized version of these Christian values. Such val-
ues form the biosphere of a free society and the roots of Atlantic iden-
tity. Since respect for the freedom of conscience of each being is a
part of these values, it is evident that such values themselves cannot
be forced with aggression upon a person.

The natural means whereby a person acquires these values are
precisely in the mediating structures. The state and the communities
of states must remain ideologically neutral. It is, however, in the in-
terests of a democratic state to give its full support also to those insti-
tutions that seek to broaden the values on which political and eco-
nomic democracy stands.

It is just these mediating structures, particularly the family but
also religious and other communities, that have helped many people
in a number of countries, even during the reign of communism, to
maintain basic moral values. They did not permit the totalitarian re-
gime to destroy the culture entirely.

Under favorable conditions a stable democratic society may de-
velop, although in several countries (especially in some of the coun-
tries of the former Soviet Union) the tradition of Western Christian-
ity did not exist before the Communist era, nor was there any tradi-
tion of a democratic political culture before the Communist era. This
lack, followed by the long-term destructive effect of a totalitarian
regime, has greatly harmed natural structures and values, such as
family life, neighborhood communities, religious life, moral values
in the workplace, initiative, and creativity. In these places, adversity
to communism was a matter for a few courageous individuals, but it
did not create any sort of parallel structures, such as the Solidarity
movement in Poland or Charter 77 in Czechoslovakia. It is under-
standable that what is happening in those countries is fundamen-
tally different from the way that, for example, the Czech Republic
and some of the other Central European countries are evolving. Here,
the majority of citizens never doubted that their country belonged to
the West.

It is understandable that among those countries of the so-called
post-Communist world there are enormous differences. The pros-
pects of a stable democracy and a prospering economy differ sharply
where cultural traditions and the moral climate of individual societ-
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ies are concerned. Political, economic, and moral transformations all
mutually condition each other. But the moral ground provides the
key. Wherever the basic values of Atlantic culture have not been in-
corporated into the living culture and have not become the motifs
for human conduct, the political and economic structures of a free
society are unable to establish themselves and to carry on for any
1ength of time. Instead of a mature, prospering society, chaos settles
there. Or the little hatchways to democracy again lead back, through
the agency of free elections, to the devotees of old totalitarian ideol-
ogy or their successors.

The vision of a united Europe, from the Atlantic to the Urals,
was inspiring and has played an important, positive role in the over-
throw of communism. But I am afraid that it will remain a wish for
some considerable time. It is absolutely necessary to strengthen the
Atlantic community and extend it to include those countries that be-
long to the culture of the West. It is vital that the Atlantic community
not be limited merely to military, political, and commercial coopera-
tion, but that it also support cultural interchange. It is necessary to
support educational and research programs that would be directed
at recognizing and broadening values. Such programs create the ba-
sis of Western culture’s identity.

One cannot respond to the challenge of the times simply through
the mechanical addition of a few states to NATO. One must over-
come the mentality of the cold war and the thinking that makes cat-
egories of hostile groupings, no matter how low the danger from the
east is today estimated to be.

The disappearance of the common enemy once again forces us
to recognize our own identity. Analytical psychology teaches that
the enemy makes it easy for us to define our identity. The enemy
often serves as a projection screen onto which we cast our own shady
side. We then identify our bright side more easily and do not focus
quite so much on our negative side. The demise of the enemy offers
both a painful and a useful possibility to encounter that which we
have for so long not wanted to admit.

After the fall of communism there was a moment when even
we in the West came to recognize how much we had departed from
the moral values of Atlantic civilization. The welfare state, too, con-
tributed to the weakening of people’s capacity to work well and bear
personal responsibility for themselves and for others. And that re-
sponsibility is the basis of the social ethic. The West also could not
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resist its own hedonistic inclinations, which are unfavorable to fam-
ily life and to bringing up children. The West finds it difficult to guard
against terrorism and the drug trade. And it seems that it cannot
respond to the emptiness, loneliness, and anxiety in people’s hearts
from which these phenomena take their source.

Anew Atlantic initiative must result in something greater than
the mere extension of NATO. To mediate dialogue and cultural ex-
change is an essential concern of Atlantic culture. This includes giv-
ing, especially to young people, the opportunity to know other nations
within the community, and further, it includes taking responsibility to
overcome prejudice and misunderstanding.

In the era of mass-media culture, we have an enormous respon-
sibility to ensure that the media provide educational programs to
help people understand other cultures. Programs directed at under-
standing diverse cultures help to solve conflicts and to weaken as-
sertions of xenophobia, racism, nationalism, and the destructive re-
sponse to the problems of migration from the east and the south.
Programs to uncover our own spiritual traditions of Atlantic culture
may serve to prevent the effects of destructive religious sects, which
by analogy work like a drug in the area of spirituality and conse-
quently expand, especially in those places where man has become
uprooted in his own culture.

The Atlantic civilization cannot cease to export its technology
and its products. We must also, however, feel some responsibility for
the ideas, the culture, way of life, and values we offer and for the
kind of moral message we are sending to the rest of the world. We
must also think about and discuss these matters together. Perhaps it
is really we who are particularly sensitive to such questions: we,
whom communism forced to look at the edifice of Western civiliza-
tion after such a long time, and who feel from the outside that the
West is where our natural home lies.

Our contest with the Communist Utopia taught us that the stron-
gest thing in life is hope. Are not such large social problems as terror-
ism, migration, and chemical and spiritual drugs brought on by a
loss of hope? And so all partial attempts at a reply and a solution
must once again lead to the question: what is the nature of the hope
that Atlantic culture offers the world?

EBERHARD VON KOERBER (Germany): The changing geopolitical land-
scape of the past few years has certainly brought with it new prob-
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lems, both internal and external, but it has also brought great new
opportunities, as Mr. Klaus mentioned earlier. It would be, however,
most unwise to be complacent about the problems that, if not prop-
erly managed, have significant potential to create crisis. Equally we
must be careful not to fall into the trap of “crying wolf” and risking
a loss of credibility and an absence of response, or even worse, risk-
ing the destruction of the hopes of societies in transformation. In-
stead, we must strive to ensure that good and prudent management
of key political, security, and economic issues promotes new oppor-
tunities and helps to solve both internal and external problems.

Now is the time to consider new initiatives to strengthen the
transatlantic relationship in all its dimensions—political, economic,
and security. In particular, it is important to forge a modern and re-
newed conceptual understanding of the foundations and realities of
the relationship among the current generation of opinion formers on
both sides of the Atlantic.

The governments of both Western Europe and North America
can take a series of mutually reinforcing actions that could improve
governance of globalization and provide more effective leadership
on key economic and trade issues. This is particularly the case on
trade and employment questions.

The European Union can do more to reduce regulation and thus
assist competitiveness and promote greater employment opportuni-
ties. Both the EU and the United States should continue long-term
efforts to reduce public deficits and safeguard price stability in their
domestic markets. Sustainable growth and low inflation are necessary
to ensure domestic economic strength and effective external leadership.

Leaders in both Western Europe and North America could and
should do more to counter many of the current media myths and
angst that suggest economic insecurity is an inevitable consequence
of globalization. Trade, which in 1995 grew by 8 percent—three times
faster than economic output—continues to be a key driver of eco-
nomic growth and job creation. Higher growth in emerging markets
creates new consumers, who in turn buy large quantities of higher-
value-added goods and services from the more mature markets. This
is a fabulous win-win situation. While structural change can be a
difficult adjustment for those immediately affected, the long-term
economic benefits clearly outweigh short-term dislocation. In the in-
formation technology age, our people are more ready than some
would have us believe to adapt to the economic and cultural changes
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required to generate new jobs and to take advantage of trade oppor-
tunities. Concepts of decentralization, mobility, and empowerment
through responsibility correspond more closely to the fundamental
human desire for freedom than do inefficient centralization, large
static organizations, or jobs unrealistically guaranteed for life.

The EU and the United States can mutually reinforce sound do-
mestic strategies through an ambitious program of transatlantic co-
operation. Business should be closely associated with formulation
of and implementation of this program and the Transatlantic Busi-
ness Dialogue is an excellent example of such business involvement.
For example, a major priority in the economic and trade area should
be application of the mutual recognition principle: that is, once a
product is accepted on one side of the Atlantic in either the EU or
NAFTA area, it should be possible to offer it for sale in the other
without further regulatory permits. A good start was made at the
EU-U.S. Madrid Summit in December 1995, but the agreements made
there must be followed up actively. An important feature of transat-
lantic cooperation is that it should remain open and not closed to the
rest of the world. It should not be seen as an exclusive process but
rather as one of providing effective global leadership. Transatlantic
agreements on new issues should be offered on a most-favored-nation
basis to other WTO members through the WTO negotiating process. In
other words, we have to keep multilateralism on track.

Given their weight in the global economy, both the United States
and the EU have a particular responsibility to demonstrate effective
leadership on international economic and trade issues. In particular,
they could implement their Uruguay Round commitments on an
accelerated basis and seek to reduce the permitted transition periods
for liberalization of agriculture and textiles. They could seek to ab-
stain from short-term protectionist policies on trade in steel and other
basic materials.

The governments of Western Europe and North America have
to give particular attention and support to the process of economic
reform in Russia, in the other states in the Commonwealth of Inde-
pendent States, and in Central and Eastern Europe.

Business has been one of the early risk takers, with Western
European and U.S. foreign direct investment here running close to
$30 billion. My own company, ABB, over the past five years has ex-
panded its activities in thirteen countries, creating 30,000 jobs, gen-
erating more than $2 billion in new orders, and making selective ac-
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quisitions worth about $300 million in Central and Eastern Europe.

The governments of Western Europe and North America should
also be prepared to take calculated risks to promote trade and eco-
nomic reform. They could make special efforts to avoid protection-
ism against the products of Russia and other Eastern European econo-
mies and ensure that they enjoy effective market access. They could
aim to underpin political democracy and stability in security through
more and more trade and mutual interdependence. They could work
in a focused manner to encourage these countries to accede to the
obligations and rights of WTO membership. In return, they should
expect that these countries will establish more secure and predict-
able investment regimes, hasten the process of privatization, imple-
ment the necessary financial reforms, and take steps for better envi-
ronmental protection.

Institutions are necessary to underpin more effective transat-
lantic cooperation, but it is not necessary to invent new bureaucra-
cies. Instead, there should be regular senior political review of de-
velopments in these areas and verification that existing institutions
are carrying out their mandates in a coordinated manner and with
the necessary degree of coherence and interaction to achieve con-
crete results within an agreed timetable. In this context, regular trans-
atlantic EU-U.S. meetings at political and senior official levels can
drive the process forward, as can meetings of the G-7. Business should
be closely associated with such reviews. I am convinced that all the
steps and efforts mentioned will contribute to more international
trade and, accordingly, to higher employment.

Questions and Comments

JerrREY GEDMIN (United States): I would like to direct my question to
Wilfried Prewo, who gave an eloquent exposition of some of the eco-
nomic problems facing the welfare state in Germany. Mr. Prewo, per-
haps you could respond to a political question. What do you see as
feasible? What is likely, and what is less likely, to actually happen?

MR. Prewo: If you look at the environment, you become pessimistic
about what our governments are doing. They do not open up the
system along the lines that I have suggested. They are still caught in
their old, machine-age thinking. They try to operate on the welfare
state as one would operate on a monolithic system. You reduce some
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benefits, try to open a valve here and there. For example, you try to
help the system by raising the retirement age for women, as has re-
cently happened in Germany.

This is typical machine-age thinking: social engineering, top-
down tinkering. This will, if it succeeds, help for just a few years. But
the problem will come back in a more serious form later, and it will
still haunt us. I am presently doubtful whether we will see develop-
ments that will allow people more freedom of choice about their own
social safety. I believe we will hear more thoughts along these lines,
as possibly in the United States such reform will take place, and this
will spill over into our political debate five or ten years later. At the
moment, it is not happening. So at the moment I am pessimistic, but
I am optimistic that in a few years’ time the voices will increase.

Rosert D. HormaTs (United States): I have one comment to make,
inspired by Eberhard von Koerber’s interesting presentation. The
requirement now is for economic and cultural change. The culture of
the economy is extremely important.

One of the points frequently made in Europe is that the United
States is creating poor, low-income jobs. That is one of the myths that
has to be dispelled—not just because it is a myth but because it goes
to the heart of what is happening in the United States. What is occur-
ring in the United States is not just an economic revolution, but a
huge change in entrepreneurship.

What is required to make the economy run effectively is a re-
birth of the entrepreneurial spirit. This requires a series of changes
that encourage people to take risks and give them economic ben-
efits, the returns of taking risks successfully. And that involves a re-
duction in the role of government. It certainly involves a reduction
in the degree of regulation. But it also involves a cultural change that
comes not just from the top but from all levels, that enables people to
understand the benefits of risk, that encourages risk taking and
entrepreneurialism.

My worry is that Europe is still too protective of the old order.
The economies do not have the necessary agility. The notion of eco-
nomic safety is built into the governance process and into the regu-
lating process, so that risk taking is not encouraged and profitability
is not supported. When we discuss these institutional changes, that
cultural dimension, as well as the economic side of
entrepreneurialism, has to be addressed directly if we are going to
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improve the creation of jobs in Europe and the profitability of envi-
ronment in Europe. That seems to be the big risk: that Europe will
not take risks, because it continues to sit in an old era and, therefore,
does not benefit from the changes in the global economy.

MR. von KoErBER: You have really hit the nail on the head. In Europe,
we have the paradox that we have developed a high degree of indi-
vidualism and liberalism; but at the same time, this individualism is
not applied in the correct way. Its consequence is to create high ex-
pectations about the contribution of the state while discouraging risk
taking.

And if we do not come back to entrepreneurial individualism,
self-initiative, and self-development, then the adrenaline that our Eu-
ropean system requires will not flow. I think this is the key element
of cultural change, and it is very sad that the achievements in the
United States in creating new jobs are discounted by the media, which
minimize them by saying, “These are McDonald'’s jobs.” We know
statistically that more than 50 percent of those jobs created are me-
dium-to-high income, good, strong, quality jobs. And it is important
that this is properly communicated as an example of how to invigo-
rate economic change and how to invigorate the economic system in
terms of growth and employment.

R. F. M. Lussers (Netherlands): First, I fully agree with the need to
make it clear in Europe that the successes of the American economy
are very much related to entrepreneurship. The dynamics in Ameri-
can society of that job creation are a success.

Having said that, though, I cannot agree fully with Mr. Prewo,
talking about Europe as if it is homogeneous in this respect. It is not.
In the Netherlands, unemployment is too high—7 percent—but it is
steadily going down. So in fact, that economy is creating more or
less the same proportional number of jobs as is the American
economy. I cite this as one of the proofs that it is very dangerous to
talk about Europe as one entity.

In the United Kingdom, as a result of the leadership of Marga-
ret Thatcher, the economy was energized. That has happened not
only in the United Kingdom. In the Czech Republic and Poland, there
is a lot of entrepreneurship, growth, and perspective. So it is a little
dangerous to start this discussion with the assumption, “Everything
is fine in the United States and everything is tragic in Europe.”
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Second, I wish to respond to Eberhard von Koerber. Germany
is an important country, but for some time it has been so busy with
reunification that Germans forgot about globalization and the need
to invigorate the economy. But I am a little more optimistic. I think
that under the leadership of Helmut Kohl, we will see them start
that process—maybe a little late, but it will come.

I do see the strengths of the American economy. But twelve
years ago in the United States, in the pre-Reagan period, there
was a lot of pessimism. There was gloom and doom, and people
no longer believed in their future. They were afraid of the Japa-
nese and so forth. And then they started to change. Don’t be that
pessimistic.

Max BeLoOFF (United Kingdom): As Mr. Lubbers has pointed out, there
are considerable differences among the European countries. And as
Irwin Stelzer pointed out, the United Kingdom is, in many respects,
closer to the American than to the continental model. Why, then,
should Britain accept having its advantages diminished by accept-
ing pressure from the European Union to add to its labor costs on the
European Union’s favored German model?

MR. STELZER: Has anyone in the room the nerve to propose that?
The answer is that they should not, if you want it from me. Michael
Spicer wishes to respond. He could perhaps defend the desire to
push the social chapter down Britain’s throat, but I doubt it.

MicHAEL SpICER (United Kingdom): Mr. Stelzer, I am going to do just
the opposite. I was delighted to hear Mr. Lubbers say that there were
several different countries in Europe. The problem, as was pointed
out by Lord Beloff, is that there is a move toward abolishing the dif-
ferent countries and creating a single country. In the process of do-
ing that and indulging in centralized and protectionist measures, the
European average unemployment, if there is such a thing, has been
going up to around 10 percent. The American level has also been
going up, but it is at a considerably lower level. And there are some
implications to be drawn from that.

I would like to ask a question of the panel. One of the strongest
protectionist arguments is based on the idea that low labor costs and
ready access to capital in Eastern European countries give them such
an unfair advantage that it is almost impossible to trade with them. I
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wonder if the panel—or someone on the panel—could address the
fallacy in the argument.

MR. voN Koerser: I would like to comment on that as an investor in
Central and Eastern Europe and in many locations in Western Eu-
rope. We have created and secured some 30,000 jobs in Central and
Eastern Europe, and what I call the win-win relationship is really
clarifying the fallacy of one-sided advantages. Growth in the emerg-
ing market in Central and Eastern Europe is also creating new mar-
kets for Western European goods and exporters. And we have seen,
so far, exports from Western Europe growing faster than exports from
Eastern Europe to Western Europe.

And so, for the time being, as numerous politicians can con-
firm, the beneficiaries are not the countries of Central and Eastern
Europe; they are the locations in Western Europe that are increasing
their exports to these new emerging markets more than the new
markets are exporting to the West.

At the same time, Western European companies have the ad-
vantage of low-cost sourcing from Eastern Europe and of making
their own locations more competitive through a new division of la-
bor between Eastern and Western Europe. This is another advantage
for Western investors and manufacturers particularly in hard-cur-
rency, high-wage countries. And therefore the fallacy lies in believ-
ing that low-cost competition from Eastern Europe is destructive for
Western locations.

MR. SteLzER: Could you expand on one point? Robert Hormats men-
tioned that, as a key ingredient to stimulating entrepreneurship, a
lower tax regime is vital so that people can keep the benefits of their
entrepreneurial efforts. Wilfried mentioned a 57 percent marginal
tax rate. Are you as optimistic that the tax rates in Europe can be
lowered to accommodate this new entrepreneurship as you are about
other things?

MR. voN KOERrBER: A few specific and technical remarks. First,
overmatured, wealthier states in Europe are now diminishing their
deficits. This is one of the convergence criteria for the single cur-
rency. After this step, they will be able to lower taxes.

Belgium, for example, has to pay enormous interest on its debts
of the past. So it has a balanced budget, in a sense, but it still has to
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pay this enormous interest bill. It takes time before a country can
lower taxes. But the process will go on, with budget cuts and possi-
bilities to lower taxes.

Second, in a globalized economy, we will see shifts in the tax
system. We will see reforms from what we call direct to indirect taxes
on end consumption. And we will see income taxes, taxes on labor,
and taxes on entrepreneurship all go down in Europe.

I am optimistic. But, because of our excessive burdens of the
past, we have to pay our debts. Itis a slow process. But we will see it
through; we will convince politicians to reduce taxes. And we will
convince them that taxes must be shifted to consumption rather than
labor and entrepreneurship; but that was the traditional, old-fash-
ioned way.

MR. Prewo: I fully agree that we have to reduce our taxes and shift
them toward indirect taxation. I do not quite agree that we can af-
ford to wait until we have fulfilled all the criteria. For me, the 3 per-
cent Maastricht criterion is a quotient. And a quotient has a numera-
tor and a denominator, and the denominator is GDP. If we work on
the budget deficit, as we have for the past couple of years, by raising
taxes and not just lowering government consumption, we may lower
the numerator, the government deficit. But we may also lower, or
stifle, the growth in the denominator, the GDP. So we need growth
policies now, as painful as they are. Although this implies a double
burden on the government and an extra reduction in consumption
spending, we cannot wait until later on.

MR. Lussers: Let me respond to the first question. Because I had to be
brief, I had to be blunt, and I want my position to be understood. It is
quite consistent with what I said, that Holland is an exception. Hol-
land is a small country. A small country always has to adapt. A small
country has to be open. Germany will also adapt; I think it will take
longer. The small countries are the champions of free trade in Eu-
rope, of antiprotectionism, of going into the information age.
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What Role for International
Institutions?

Discussion

GtzA Jeszenszky (Hungary): Nineteen eighty-nine marked the begin-
ning of a new historical era in Eastern Europe in which the intellec-
tuals played a permanent role. Intellectualism dominated that revo-
lution, perhaps more than in 1848.

Nevertheless, the intellectuals had to give room to the so-called
experts, or they had to become experts and politicians themselves.
While the role of the individual has not declined, and great charis-
matic leaders played a very important role in the twentieth century,
they could not have achieved much without help from professional
staffs.

International organizations were practically nonexistent in the
nineteenth century. The first one was a Socialist organization built
on solidarity: the Socialist International. It had a Utopian vision of
the disappearance of the nation-state. Under the Communist ver-
sion, Lenin and Stalin tried, rather, to obliterate the nation-state by
crushing other nations.

But nations are still alive today and very unlikely to be sub-
sumed by a bureaucratic superstate. States and nations are not iden-
tical, however. Unlike most West European countries, most other
countries are multinational. Whether we call them “international
institutions” or “interstate institutions,” what is evident is that after
World War II a number of important institutions emerged to deal
with international and national problems by using a supranational
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and international approach. The people of Central and Eastern Eu-
rope, who against their will had been under Communist dictator-
ship for decades, came to see the very influential and supportive
role of such institutions as NATO, the emerging Common Market,
and also to a lesser extent the European Union. So, in that sense,
citizens of formerly Communist countries are really strong believers
in international institutions.

Max M. KampPELMAN (United States): Globalization is a word that is
frequently used and increasingly being disparaged by some. The to-
tal globalization of science and technology has many consequences
that support the development of democracies. Authoritarian gov-
ernments, for example, require a monopoly on information. With the
ability to communicate by satellite, however, no government can have
a monopoly on information. That technological change undermines
the fundamental principle that permits authoritarian governments
to flourish. Border police, who can prevent vaccines from being
shipped from one country to another, cannot keep out the germs,
nor can they bar the broadcasts and ideas, both of which are vital to
the concept of globalization.

A recent Wall Street Journal article about what constituted an
American-made automobile pointed out that the automobile con-
sisted of parts made in twelve to fifteen different countries—a real-
ity of our economics and industry. Moreover, one cannot fully un-
derstand the New York Stock Exchange without knowing what is
happening on the Tokyo and London Stock Exchanges, because of
the global interrelationships involved.

Not long ago, the New York Times printed an article about all the
Nobel science winners. My recollection is that the team of scientists
who won included somebody from the United States and others from
outside of the United States. The individuals involved had evidently
found it possible in the information age to conduct joint research,
even though they are in different parts of the world.

Science, technology, communications, and economics enable glo-
balization to govern our lives effectively. But in the world of politics,
we have a long way to go, and that is our current challenge. How do
we apply the concept of globalization, which has in those other fields
enhanced welfare? How do we apply that principle to the political
realm? If we can meet that challenge, we shall have made a very
significant contribution to the welfare of the human race.
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LANE KIRKLAND (United States): The longer we delay NATO expan-
sion, the worse off we shall be. Far from risking revival of the cold
war by expanding NATO, failing to do so carries cold war overtones
suggesting an implicit or explicit veto by the Commonwealth of In-
dependent States over the sovereign decisions of free states. We need
to focus first on the future role of NATO. The Central European coun-
tries in particular should be in a position as members to participate
in and contribute to that debate. We can safely assume that there will
continue to be common problems that will require a military or po-
lice response.

Second, we need to attend to the potential value of the Organi-
zation for Economic Cooperation and Development in pursuing com-
mon economic and political objectives and policies more than we
have in the past. We have too often bypassed and neglected the OECD
in designing assistance programs for developing democracies in the
East, or we have largely limited the organization’s role to under-
funded sectoral analysis.

The OECD is a living souvenir of the Marshall Plan, the last
really successful economic undertaking of the Atlantic powers. It has
the membership, structure, and historical memory to do much more
than it has been funded or allowed to do. Among its positive at-
tributes are its active, competent trade union committee and its busi-
ness advisory committee, which participate vitally in the processes
of civic society.

I had the honor to chair the trade union committee for some
years, and I am familiar with its work. That trade union committee is
the instrument through which the democratic trade unions reach com-
mon ground on economic and social issues and prepare representa-
tions for the annual G-7 summits.

I do not mean to suggest that trade unions at large embrace all
formulas and prescriptions of the OECD secretariat, for we do not.
We have hotly debated and resisted many of them, particularly in
the macroeconomic and labor market fields. I am distressed to see
some of those formulations replicated in the mission statement here.
But the OECD enables us to take an active and effective part in the
debate on the future role of NATO, which is not the case with many
other government-dominated international bodies.

Third, a comparison of the International Labor Organization
with the United Nations is instructive.  have been both a critic and a
supporter of the ILO and have influenced the U.S. decision both to
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withdraw and to rejoin that body. As a public delegate to the fiftieth
anniversary of the UN General Assembly, I had my first in-depth
exposure to the UN proper.

That experience gave me a new and heightened respect for the
International Labor Organization. By comparison with the UN, that
organization now seems to me a model of efficiency, organization,
and dispatch. Resolutions on everything under the sun, mostly rep-
etitions of previous actions, flood the UN General Assembly, which
considers and acts on all of them.

I kept a casual count of how many politically charged, repeti-
tious, and otherwise foolish resolutions were passed by overwhelm-
ing margins in the UN. Less than half of those would have survived
the ILO’s rules and procedures. If the UN were tripartite, as is the
ILO, that number would have been further reduced to the vanishing
point.

Three of the ILO’s rules and procedures would make good sense
in any reform of the United Nations. First, the UN should have a
limited conference agenda defined by the director general and a rela-
tively strong governing body. Second, the organization should es-
tablish a resolutions committee, which would act as a safety valve
for political pressures, limit consideration of resolutions to those that
make the top of a priority vote, and ensure that only one or two reach
the conference floor. Third, the UN should adopt a quorum rule,
under which the yes and no votes must constitute a majority of the
delegates to pass, because the preferred tactic to defeat a proposal is
abstention.

If the UN adopted those procedures, the organization would
save large sums of money and the General Assembly could com-
plete the useful or at least the relevant work in weeks, as is the case
with the ILO’s annual conference, instead of in the months now re-
quired.

Finally, when my organization was being accused of protec-
tionism during the NAFTA debate, I published a proposal that fell
on deaf ears. I proposed that instead of merging America’s future
marketplace with the fate of the peso and the ethical and labor stan-
dards that applied in Mexico, the United States should try to elbow
its way into the European Common Market. I proposed a North At-
lantic free-trade agreement, creating the largest free-trade area in the
history of the world. I now urge, as I did then, that its border to the
east in Europe be further extended as soon as possible.
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I have grown a bit weary of the mindless and pejorative use of
the term protectionist. Regardless of its other logical virtues, my pro-
posal serves the purpose of at least clarifying who the protectionists
really are.

ADRIAN KARATNYCKY (United States): Both President Vaclav Havel and
Karel Schwartzenberg expressed concerns about reversals in the di-
rection of Central and East European countries in their moves to-
ward democracy and an open society. Prime Minister Véaclav Klaus,
however, rejected the idea of a common crisis. I believe that, in the
end, the prime minister is right. There is no common crisis but rather
a set of very different crises. In Central and Eastern Europe, we see a
growing differentiation, and we may be at the point where some of
those diversions, digressions, and partings are of a more permanent
nature. Therefore, in considering the role of international institutions,
we should focus attention on the countries” making their transitions
from the old totalitarian and authoritarian orders.

In Central and Eastern Europe, we now see BMWs traversing
ancient cobbled streets. We see stock markets in many countries
booming in quick spurts and generally trending very comfortably
and impressively upward. We see the high degree of prosperity that
benefits a large segment of the populations of those countries but
bypasses others. Many of those countries enjoy open, vigorous free
media that are privately held and impervious to any possible preda-
tions by the state. At the same time, however, we see the rise of revi-
sionist Communist ideas in Europe further to the east of where we
sit today. We see scandals—serious charges of potential treason and
espionage against sitting prime ministers. We see, in Belarus, the
beating and bloodying of journalists and peaceful protesters on the
day commemorating the Chernobyl disaster. And we see in a candi-
date for NATO membership an important government official who
was, in effect, a bag man for the Communist Party of the Soviet Union,
seeking to concentrate within a single ministry the functions of the
internal revenue service, the census, the ministry of the interior, and
all security structures. We also see a Europe in which a major Euro-
pean, if not Eurasian, power is engaged in a campaign of carnage
that has left more than 40,000 people dead.

It is fitting, therefore, to look at this Europe as we attempt to
assess what kind of institutions are appropriate to serving its needs
and making it more integrated. Not all the news is bad: of the seven-
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teen Central and East European countries, excluding the former Yu-
goslavia, fourteen, including Russia, had relatively free and fair elec-
tions. Of those, only six could be said to have vigorous civic institu-
tions—with a balance of power among the state, the individual, me-
diating institutions, and civic associations—that truly enable us to
regard them as free societies. So there is a long, long path to go.

Discussion about the kinds of institutions appropriate to Cen-
tral and Eastern Europe should also take into account another set of
international institutions that are being created. They may seem feck-
less to some, but they seem threatening to others. Those are the insti-
tutions such as the Commonwealth of Independent States and the
Soviet Socialist Republic, which currently comprises two states,
Belarus and Russia. Therefore, when we speak of extending or en-
larging NATO, we should also keep in mind those other institutions
that affect a number of countries that are to a great degree geographi-
cally and culturally part of Europe.

Our discussions and documents should consider those institu-
tions as well as the optimistic “do good” side of Western institutions
in trying to help the transition from the totalitarian old order. In fact,
between those two types of structured institutions, we have a politi-
cal no-man’s land—a no-man’s land of opportunity for the transfor-
mation of those countries into normal, democratic, and stable societ-
ies. That no-man’s land includes the Baltic states, Ukraine, and
Moldova. These countries are not in the front ranks of NATO inte-
gration; they are not in the front ranks of European Union integra-
tion. But this conference and policy makers should give great thought
to those countries, for as we try to satisfy the problems of the se-
curity vacuum in one part of Central Europe or Eastern Europe,
we simply displace the vacuum to another part. Unless we ad-
equately and thoughtfully address the world that is shaped by
expanding NATO and other institutions, we shall not adequately
address the longer-term needs of a stable Europe from the Urals
to the Atlantic.

What types of institutions, general trends, and values should
inform our thinking? It is extremely important to keep in mind the
broad diversity of those states and to rid ourselves of the tendency
to consider those countries simply as emerging democracies. Anum-
ber of those countries are emerging tyrannies or emerging dictator-
ships, and we should speak forthrightly about that. We should think
in a coordinated fashion to help the civil societies that are resisting
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such a political tightening, particularly in the East European states.

To facilitate that coordination, it is important for the United
States to continue to maintain a substantial role in Europe and to be
anchored in a set of institutions. In addition, we need a permanent
common forum on which the countries supporting the growth of
democratic institutions could meet on a regular, systematic basis to
plan more thoughtfully and in a more coordinated fashion how to
support democratic transitions.

It is also important to strengthen the defensive security of the
countries in the no-man’s land. As NATO expands eastward, we
should consider creating a secure community of neutral states in
Europe. Such neutral states, which were not, for example, part of the
Commonwealth of Independent States or a military part of the
Tashkent Treaty, might participate in whichever trading bloc wel-
comed them or in whichever bloc they felt comfortable. Such action
by neutral states could help, eventually, in opening the door to the
creation of a common Europe. Thus, we should consider giving coun-
tries beyond Austria and Finland—the long-shot candidates—a spe-
cial treaty with NATO resembling the 1955 Austrian State Treaty. But
some new impetus to acknowledge the neutrality of those states might
be very valuable.

As we think about expanding European institutions, we ought
to recognize that the offer of participating in a community of prop-
erty, civility, and democracy is tantalizing. We should keep open that
door even to Russia. The guiding principle ought to be that we op-
pose an artificial division of Europe into east and west, but we should
acknowledge an existing divide: the division between open societies
and those that, by the choices of their own leaders, seek to plunge
their people once again into darkness and tyranny.

MR. Jeszenszky: Your analysis shows that you do not fully subscribe
to what you once wrote, “How the East Was Lost.” You also believe
like all of us that it is not yet lost. But that is one of the reasons why
we are here—to make sure that that is not the case.

International institutions constitute a vast subject. I am pleased
that our analysis could deal with the problems and hopes of exist-
ing, well-functioning Western institutions, as well as with how those
institutions could be expanded and the relevance to Central and East-
ern Europe. We have to agree with Adrian Karatnycky that not all
those countries are emerging democracies.
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MicHAEL SpiceR (United Kingdom): I have two brief comments on the
excellent mission statement. The first is that the European Union and
free trade are becoming mutually contradictory. Any move toward
free Atlantic trade should not be left as the sole responsibility of dis-
cussions between the European Union and NAFTA, for instance. A
strengthened WTO should be responsible.

Second, in this context the term Atlantic is not so much geo-
graphical as one based on common Western values. At the very least,
we should consider including South America as those countries be-
come more and more attuned to Western values in trade and secu-
rity matters. Perhaps we should consider dropping the N from NATO.

RoGER RoBINsON (United States): I thought Adrian Karatnycky made
a number of sobering points that are worth building on in the NATO
context. Although the policy papers are very fine documents, I could
not help but notice that there is no mention of economics in the security
report and no mention of security in the trade and economics report.

That is regrettable, as the nexus between those two that is em-
bodied in the concept of international security could well emerge as
the leading policy portfolio for the next decade and for the twenty-
first century. Having attended many such conferences in both a pub-
lic- and a private-sector capacity, I am not at all surprised by the
seeming fire wall separating those two portfolios of the congress. As
a former banker and one in the international field, I know very well
that taking action to advance our common security concerns is viewed
as sometimes disruptive to normal trade and to financial, energy,
and technology flows.

For those in the political-military field, many elements of the
international economic portfolio seem hopelessly arcane and not
suited to security-oriented policy making, for example, access of na-
tional borrowers to our bond and interbank deposit markets, official
exports programs, and other trading institutions. Fortunately, on the
security side, matters have been better understood.

From this point forward, however, the fire wall between secu-
rity and markets will inevitably be breached with greater frequency
and violence. A lack of allied unity continuously dilutes or under-
mines economic and political sanctions against proliferators and other
important strategic trade offenders. Such was the case in the U.S.
administration’s seeming unwillingness to impose sanctions on the
recent Chinese sale to Pakistan. Although I am an ardent free trader,
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I believe that we must strengthen and identify more creative policy
tools if we are to be able genuinely to deter weapons of mass de-
struction and ballistic missile threats. We simply cannot permit our
nations’ needs for exports and jobs to supersede our common secu-
rity concerns, or the ultimate violence to the international markets
will inflict potentially debilitating costs on our populations. There-
fore, we no longer can afford to separate those issues as in the past,
just as we cannot afford to eschew strengthened multilateral export
controls and other essential economic security measures. Accordingly,
I think a major upgrading of NATO'’s economic secretariat and op-
erations is in order as soon as practical.

KENNETH MINOGUE (United Kingdom): My question for Mr.
Kampelman is about globalization. It arises from the tensions in our
deliberations in general, as to whether we are asking, What is neces-
sary to protect our civilization? or What is necessary to protect a
political tendency within that civilization?

When Charles Martel defended Christian civilization in 732, he
did not hold a seminar to decide what he was defending; he simply
got up a collection of stout-hearted Frankish knights and went down
and won the battle of Tours. But when we faced a Nazi and Commu-
nist threat, we had to turn a civilization into an idea. And the prob-
lem is always whether one can identify a civilization with an idea.

Speakers in this particular session have suggested that there is
a universal tendency called globalization and that the politicians are
behind in the process. Do we really want to politicize globalization?
Globalization enables international organizations to control and over-
ride sovereign democracies. Today, whenever two or three people
are gathered together, a politician will usually spring up among them
and say, “I will be your leader.” When I see such a desire to politi-
cize, I want to draw back.

MR. KampELMAN: There is obviously in this world and in our societies
resistance to any kind of globalization, though I did not go into any
detail. People who have power do not want to give up that power.
Globalization does, in a sense, impinge on that power. People feel
threatened by Westernization, which is an element of globalization.
They do not like their children to dance or wear jeans; they feel their
values being threatened. We must understand that a lot of people
like their flag, their language, land, national identification. They do
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not want to give those up. All those elements of resistance exist within
the globalization process.

I am not worried about politicizing. Politicizing could be a
healthy process. It allows for debate and provides for differences to
be expressed. If we are going to express differences, we need a cohe-
sive idea that motivates and binds. For me, no globalization that we
envisage in this meeting can work without a fundamental principle.
For me, that very important principle would be “no profit from ag-
gression.” That is part of the United Nations Charter; it is part of the
Helsinki Final Act. Until now, in Europe we have failed to live up to
that principle. The Yugoslav experience is the first challenge to that
principle, and I think we failed.

I like the idea of having an idea that binds us. Fundamentally,
in the security area that idea must be “no profit from aggression.”
And of course that is in addition to “human dignity,” which is an
element of political democracy. But I am not overly concerned by the
political process.

GYORGY GrRANASzTO! (Hungary): Enlargement of NATO is important
for those of us in Central Europe. We are now, however, facing a
completely new situation, because up until now, enlargement was
easy: it involved like-minded countries with practically the same level
of development. Now a new era begins as nations with different his-
torical and sociological backgrounds try to join the rest. Is it possible
for international organizations taking special measures in Central
Europe to monitor and sanction potential crisis situations to prevent
actual crises if the participating countries abandon a part of their
sovereignty and autonomy?

MR. Jeszenszky: It will be very difficult to give a full answer unless
Adrian Karatnycky is willing to say something.

MR. Karatnycky: If T believed the premise and had deep concerns
about ethnic bloodshed among the early candidates for NATO mem-
bership, I think that any wise person would urge that we not enlarge
NATO by admitting such countries. There is no need to create spe-
cial kinds of institutions, because the transformations that are occur-
ring in Central Europe are irreversible and are bringing about societ-
ies that can reasonably and peacefully handle ethnic tensions. I point
that out because NATO went through a period—the cold war—when
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the alliance was driven by another logic, the imperative of balance of
power, and it included states within it that had less than perfect demo-
cratic credentials.

More important, if you look at the incipient interethnic and so-
cial conflicts in the United States, or the problem of the Kurds in
Turkey, just to give two examples of NATO states, I believe that the
standards should not be so pristine as you seem to imply.

Jan Nowak (United States): Adrian Karatnycky mentioned some nega-
tive considerations, which, of course, are a legitimate source of con-
cern: for example, the Polish prime minister’s being suspected of
spying for Russia. Those problems are typical of the transition pe-
riod. After every revolution one has excessive expectations that are
followed by disappointment, frustration, and nostalgia. We had the
same symptoms after World War II—after all, the Communist votes
were only an inch away from winning in France and Italy, and the
Communists penetrated everything. The West’s quick integration of
economic and military structures frustrated the process. If, however,
those symptoms do become dangerous, if there is an indefinite wait-
ing period, if the opponents of democracy undermine pro-Western
orientation, which is fortunately still very strong, the situation may
become really dangerous.

In the process of enlarging NATO, we have to solve two prob-
lems. One is to be more precise in our standing offer to Russia,
not in the sense of giving membership, but of developing strate-
gic cooperation between an enlarged NATO and Russia. Second,
when we come to enlarging NATO, we should avoid dividing
East-Central Europe into protected and unprotected countries. If
we do not apply Article 5 to all of those countries, then in some
way we must raise the perception of the cost of aggression against
those countries.

MR. Karatnycky: I fully agree with what Jan Nowak has said. While
I favor early integration for the first tranche, we should not drop our
standards. As we move toward integration, we should insist that those
countries deal with some of the problems. I am not necessarily seek-
ing to retard the integration of some of those countries into NATO,
but I understand that we should press them to come clean, to have
structures, and to examine questions that may arise about the loyal-
ties of government officials.
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MR. Jeszenszky: We are assured now that Oswald Spengler was not
really right when he said that the decline of the West was at hand.
But I am reminded that Reginald Dale—writing for the International
Herald Tribune—speaks about “The Crisis of Western Leadership.”
His statement is worth considering. It is a good contribution to our
discussion.

Let me conclude by citing a nineteenth-century Hungarian
statesman who said that democracy should not simply be proclaimed;
it should be organized. I think interstate cooperation between like-
minded countries in the European Community should not simply
be proclaimed, as we are going to do, at this Congress of Prague; it
should be organized.
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The Common Crisis:

Atlantic Solutions
Margaret Thatcher

This glittering Congress of Prague, of course, is not the first Euro-
pean congress. And in the past, I must admit, such congresses have
achieved mixed results. The Congress of Vienna in 1815 was called
to restore order in Europe after the Napoleonic Wars; it began a se-
ries of such gatherings designed to achieve a Concert of Europe. But,
as is usually the case in European affairs, the concert was distinctly
discordant. The style was too rigid and inflexible. And finally, amid
Europe-wide upheaval, Austria’s Chancellor Metternich, who had
orchestrated the system, had to flee to England.

The Congress of Berlin in 1878 was called to resolve the Eastern
Question, this time with Germany’s Chancellor Bismarck holding
court as an “honest broker.” Again, great power politics was relied
on to manage awkward national aspirations, particularly in the
Balkans. But the Eastern Question stayed unresolved, the Balkans
became more Balkan, the shaky empires staggered on and, with fate-
ful consequences, Germany emerged as the arbiter in Europe.

Here at our Congress of Prague, however, we have a very dif-
ferent purpose: the defense, entrenchment, and extension of our
Western inheritance of freedom. And the only concert we shall be
hearing from is that performed this evening by the excellent Prague
Symphony Orchestra.

The British, indeed, have a special fondness for Czech music:
Dvorak and Janacek both spent some time in England. And although
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the phrase has since been used to rather different effect, it was Janacek
who memorably remarked—on a visit to London—that the Czech
nation was “the heart of Europe, and Europe needs to be aware of its
heart.” Magnificent buildings, superb art galleries, in fact on every side
the accumulated evidence of a continuously rich intellectual life—any-
one visiting this most beautiful of the cities of Central Europe needs no
persuading of the justice of Janécek’s observation.

Moreover, here in Prague we are surrounded not just by beauty,
but by beauty that was paid for by business success. In the last cen-
tury, Bohemia was the industrial heartland of the Hapsburg Empire.
And before the Second World War, Czechoslovakia was one of the
world’s leading economies, enjoying an income per capita equal to
that of France. It is in keeping with that tradition of industrial prow-
ess that the Czech Republic today is the outstanding economic suc-
cess story of Central Europe: where others have flinched under the
pressures of free enterprise reform, Vaclav Klaus—my other favor-
ite prime minister—has kept going along the right track. And the
results are internationally recognized and admired.

Yet, we know also the darker side of Central European history,
whose shadows in successive generations fell over Prague. That too
makes our meeting here appropriate. We dare not forget that the free-
dom of this cultured, enterprising people was snuffed out by each of
the two monstrous, totalitarian systems of our century—intimidated,
dismembered, and absorbed by Nazi Germany; subverted, betrayed,
and enslaved by Communist Russia; and each time with the West
standing impotently aside. These are blots on the history of the civi-
lized world. They came about because the West was selfish and un-
prepared. And they confirm an important truth about international
affairs. In the language of Thomas Hobbes: “Covenants without the
sword are but words.” No amount of promises by world leaders, no
amount of guarantees by international bodies without firepower,
mattered when the tanks rolled in. Such experience provides a poign-
ant lesson for today’s multilateralists, who retain a naive conviction
that international institutions, rather than alliances of powerful na-
tion-states, can be relied on to preserve the peace.

The Post—Cold War Crisis

The fact that now the Czech and Slovak peoples—and the Hungar-
ians, the Poles, and other former captives of the Evil Empire—are
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free to express their nationhood, rebuild their economies, and rejoin
the international community as sovereign states is, therefore, a cause
not just for rejoicing but for deep reflection.

We should reflect that it was not the United Nations, or the
World Bank, let alone the European Community, that overthrew com-
munism. It was a united West, under American leadership, enjoying
the support of brave dissident patriots in the lands of the Eastern
bloc: together we applied irresistible pressures on the Soviet system.
And it was the inherent and cumulative failures of that system that
caused it to collapse in the face of our challenge. Had we waited for
international consensus and its diplomatic practitioners to win the
cold war for freedom, we would be waiting still.

But, as so often, with victory also came complacency. And it
was not long before signs emerged that all was not well with the so-
called New World Order. Even the expression New World Order, with
its echoes of Utopian euphoria from the League of Nations, should
have sounded the alarm, for the post-cold war Western leaders had
made a fatal confusion between two quite distinct propositions. The
first—true—proposition was that international institutions, above all
the United Nations, could at last begin to work as originally designed
in a world free from Soviet obstruction and aggression. The second—
untrue—proposition was that these institutions could themselves
perform all the essential functions required to uphold global peace,
prosperity, and justice.

There was a counterpart to this post—cold war confusion in the
domestic policies of our own nation-states. Again, the release of ten-
sion induced a slackness of political muscle. With the lifting of the
forty-year threat to our very existence, the general cry was for gov-
ernments to cultivate the arts of peace. The demand was for a peace
dividend—and politicians were too timid to explain that the only
true peace dividend is simply the dividend of peace itself. Further-
more, the dividend is yielded only if sufficient capital is first invested
in defense. But, in any case, the resulting—often imprudent—reduc-
tions in defense spending did not lead to governments spending less
overall: quite the contrary. The state-welfare complex proved more
rapacious than the Left’s favorite ogre, the defense-industrial com-
plex, ever was. To pay for increased welfare, governments weakened
their own financial disciplines, ran deficits, and hiked taxes. And all
these actions in turn worsened deep-seated social problems like wel-
fare dependency, family breakdown, and juvenile crime.
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These tendencies, as the experts have explained, are so gen-
eral—and their results so deleterious—that we can without exag-
geration talk of a “common crisis.” But it is not, of course, a crisis
of capitalism.

Indeed, outside the hefty, unreadable tomes of the Marxist
pseudo-economists, there was no crisis of capitalism, only a crisis of
socialism—wherever and whenever it has been applied. Its sour fruits
are still with us.

Where socialism has left its deepest impression—in most of the
former Soviet Union—we see not Western-style democracy and free
economies but corruption, cartels, and gangsterism. There is a per-
vasive lack of trust and civility, the breakdown of civil society in
matters large and small. A dour Russian parable on the history of
Soviet communism says it all:

That’s how it is with a man. He makes a bad start in his youth
by murdering his parents. After that he goes downhill. He
takes to robbing people in the streets. Soon he sinks to telling
lies and spreading gossip. Finally, he loses all shame, descends
to the depths of depravity, and enters a room without knock-
ing at the door first.

That’s how it was with communism. It began in terror and mass
murder and it ended in petty corruption, inefficiency, bad service, ill
manners, the loss of every social grace, and a society pervaded
by rampant egoism. And the social desert thus created was un-
promising ground for the economic transition to a market
economy.

All the more credit, then, to our hosts here in Prague, and to the
democratic reformers in other Central European countries that they
succeeded so well in their market revolution.

Alas, in some countries we have seen a reversion. There is a
progressive disillusionment among ordinary people with
pseudocapitalism and—worse—a growing nostalgia for the false
security of socialism. Former Communists, sometimes in disguise,
are returning to power in ex-Communist countries. In Russia itself,
there is the possibility of a government that combines Communist
economics with an imperialistic foreign policy.

Such a reversion is not uncommon. Rudyard Kipling wrote
about this as a sort of natural law:

As it will be in the future, it was at the birth of Man—
There are only four things certain since Social Progress began:
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That the Dog returns to his Vomit and the Sow returns to the
Mire,

And the burnt Fool’s bandaged finger goes wabbling back to

the Fire . ..

As surely as Water will wet us, as surely as Fire will burn,

The Gods of the Copybook Headings with terror and

slaughter return!

We can and must provide against the dangers—the “terror and
slaughter”—that this reversion threatens. To do so effectively, we
must turn to those Atlantic solutions that our distinguished panels
will be debating at this conference.

Security Challenges

The world is today a freer, and in many ways better, place than it
was when the two superpowers—America supported by its Euro-
pean allies and the Soviet Union conscripting its European satellites—
confronted each other. But the world is also more complex, more
volatile, and more dangerous. Let me give you three reasons why.

First, there was a kind of unholy symmetry in international af-
fairs created by a balance of terror. Deterrence—above all nuclear
deterrence—worked as it was designed to do. Neither the West nor
the Soviets could afford to let any regional crisis so destabilize the
system that either side was pushed to the brink; for beyond that brink
lay the abyss of mutual destruction.

This does not, of course, mean that the Soviet ideological
commitment to global revolution in those years was mere bra-
vado. Had they been able to achieve their goals at a sustainable
cost, they would undoubtedly have done just that. But, accepting
that attrition was the only possible strategy, and regarding their
client states as pawns and not players, they kept those client states
under firm control. The breakdown of Soviet power, however,
brought that discipline to an end: it allowed rogue states, often
connected with terrorist movements, to emerge and set their own
violent agendas.

Second, with the collapse of the Soviet Union there was also a
dispersal of weapons of mass destruction and of the technologies to
produce them. This has gone much further than we envisaged; and
it now constitutes quite simply the most dangerous threat of our
times. Yet there is still a conspiracy of silence among Western gov-
ernments and analysts about it. We have, of course, known for some
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time about the danger of the so-called back-pack nuclear weapon.
The ability of rogue states to produce chemical and biological weap-
ons, without detection, is a constant worry.

But it is the proliferation of advanced missiles and missile tech-
nology that has fundamentally altered the threat over the past few
years. The North Koreans have developed (and continue to develop)
a range of missiles that are even available for sale in a catalog to all
comers. The mail-order missile business is no fantasy of science fic-
tion: it is a fact.

There are many imponderables in precisely assessing the time-
scale of the threat; but they should increase our vigilance. On present
trends, it is likely that the United States will be threatened by such
missiles early in the next century. And, once they are available in the
Middle East and North Africa, all the capitals of Europe will be within
target range. We thus face the appalling possibility—for which we
are at present unprepared—of an attack on a Western city involving
thousands of deaths.

It is not only the terrible consequences of their actual use, but
the implications of their threatened use, that should disturb us. For
that threat casts doubt on the ability of the West to project its power
beyond our shores. The North Korean missiles are, for example, a
threat to American defense of its allies in the Pacific. And would we
have taken the punitive action we did against Libya in 1986, if Gaddafi
had been able to strike with his missiles at the heart of our cities?
Gaddafi himself has no doubt of the answer. And I quote him:

If [the Americans] know that you have a deterrent force ca-

pable of hitting the United States, they would not be able to

hit you. Consequently, we should build this force so that they

and others will no longer think about an attack.

Of course, the Gaddafis may be wrong. We must maintain all
possible diplomatic pressure against proliferation. And we should
not forswear the possibility of preemptive strikes. But, in the face of
all this, our response must also urgently include ballistic missile de-
fense.

Third, we are seeing today a fundamental shift of economic
power—which will certainly have political consequences—away
from the West to Asia and the Pacific Rim. Unlike the first two chal-
lenges—the emergence of rogue states and the proliferation of weap-
onry—this should not be regarded in itself as a threat to us. Although
Asian countries may initially grow wealthier at the expense of our
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industries by capturing our markets, they will increasingly them-
selves offer new markets for our goods. All the classic arguments for
free trade and against protection remain valid.

The danger, though, lies in the fact that these Asian countries
that are making such rapid economic advances generally lack the
liberal traditions that we in the West take for granted. America is
worthy of its superpower status because it has been not only eco-
nomically but politically liberal. Therefore the advance of American
interests in particular, and the West’s in general, has been more or
less synonymous with the advance of liberty. By contrast, China’s
extraordinary economic progress is occurring despite, not because
of, its political tradition—which has always been one of tyranny.
China’s behavior toward Taiwan demonstrates that the economic chal-
lenge from the Far East could easily become a security challenge too.

So the task we face now is to devise a framework of interna-
tional cooperation that allows these and future threats to be met suc-
cessfully. It is one that requires principle and shrewdness, tenacity
and flexibility, resolve to apply our strength but prudence in con-
serving it. Above all, it requires the unity of the West under Ameri-
can leadership.

The West

This state of affairs, however, is far from universally recognized. Irv-
ing Kristol once wrote that “no modern nation has ever constructed
a foreign policy that was acceptable to its intellectuals.” This was
true during the cold war years. It is true now. And in recent years we
have heard repeated suggestions that the West was essentially a cold
war construct, rendered irrelevant by the end of a bipolar world.

In fact, it was—and is—nothing of the sort. The distinctive fea-
tures of the Western political, judicial, social, and economic system
existed before communism and will continue after it. Those features
are: the long-standing historic commitment to human rights, the rule
of law, representative democracy, limited government, private prop-
erty, and tolerance.

Attempts today to suggest that American civilization is anti-
thetical and antipathetic to European civilization, which itself is por-
trayed by contrast as some homogeneous whole, are bad history and
worse politics. American civilization began its life as a branch of the
English oak. It has since had the cultures and traditions of other Eu-
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ropean countries grafted onto it. It is today the center of an English-
speaking civilization with cultural and ethnic links to every Euro-
pean country. And in our present age, in which communications in-
creasingly obliterate distance, culture is a more important fact of life
than geography.

In truth America is a European power—and must remain one.
And even if we could overlook our common history and cultural
ties, we dare not ignore the politics of Atlantic cooperation. Any ide-
ology that threatens Atlantic unity is one that ultimately imperils
our collective security.

Europe—Dreams and Nightmares

And here I must touch on the relationship between the Atlantic coun-
tries and the European Union. I realize that there are some among us
here, and among supporters of Atlanticism, who are strong devotees
of European integration.

Now, I take it as a sign of the strength of the Atlantic idea—and
as a sign of its broad political appeal—that it has captured the imagi-
nation of many people who differ on other political questions. But
imagination must also be complemented by clear thinking.

Of course, some of the lesser dreams that went into Europeanism
are by no means ignoble. There is the dream of peace in Europe by
permanent reconciliation of the old enemies, France and Germany;
the dream of reuniting a continent divided by the iron curtain, so
that nations like the Czechs’ could rejoin the free West; the dream—
of a less inspirational kind—of a single European market, without
barriers to trade.

But the overarching European federalist project, which was
envisaged by some from the start but which has only in recent years
come out into the open, is in truth a nightmare. For the drive toward
a European superstate—with its own government, its own laws, its
own currency, and its own citizenship—would achieve none of the
goals that enthusiasts on either side of the Atlantic claim for it.

Were it to come about, another great power would have been
born—equal or nearly equal in economic strength to the United States.
Does anyone suppose that such a power would not soon become a
rival to America? That it would not gradually discover different in-
terests from those of the United States? That it would not by degrees
move toward a different public philosophy—one less liberal, more
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statist? And that it would not eventually seek to establish its own
military forces, separate from those of the United States?

If this new Europe were not to follow the path to separate great
power status, it would be the first such power in history to renounce
its independent role. It would have pioneered a new course in self-
abnegation. It would have chosen moral influence over political
power. The history of Europe—bloodstained, as well as idealistic—
should not encourage us in these fantasies.

Europe separated from the United States would in my view be an
unequivocally bad thing—bad for America, bad for Europe, and bad
for the world at large. For America, it would transform an ally into a
rival—or, at the very least, would permanently threaten to do so. For
the world at large, it would increase instability by dividing the West
and so would hasten the move to a multipolar world. And for Europe
itself, it would remove from our continent the one power that has kept
the peace for fifty years—and that no European really fears.

How quickly lessons are forgotten and deductions from events
distorted! Two world wars have flowed from American disengage-
ment from Europe. By contrast, the cold war was won because
America defended Western Europe’s security as its own. So talk by
some continental political leaders of the possibility of war unless
Europe moves toward political unity is profoundly misguided—as
well as unbelievably insensitive. Only if America, as a global super-
power, remains directly engaged in Europe is there a guarantee
against any continental European power’s asserting dominance.

The shortcomings of a common European foreign and security
policy have been shown by Europe’s feebleness in the former Yugo-
slavia. There is no reason to believe that attempts to apply a com-
mon European defense policy would be any less risible or chaotic—
though they could do untold harm to the Atlantic Alliance.

All this means that our energies must be directed toward
strengthening NATO, which is as important in the post-cold war
world as it was under the circumstances of its creation. NATO’s role
should be expanded. It must be prepared to go out of area, where so
many of today’s threats lie. It must be prepared to accept the Czech
Republic and other Central European countries as full members, giv-
ing them much needed reassurance in a time of growing fear about
future instability to the east. NATO can also coordinate support for
the construction of that system of global ballistic missile defense that
is now an imperative requirement. And if, as I hope, there is a re-
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newed enthusiasm for such a system in the United States, Britain
and other European countries must make a fair contribution.

Atlanticism

Economic integration on an Atlantic basis can nurture this vital At-
lantic relationship in defense and foreign policy. It will also help to
counter some unwelcome trends in European economics. For Eu-
rope today is far from being synonymous with free enterprise and
open trade: it too often also stands for burdensome controls. In fact,
that classic victim of Austro-Hungarian bureaucracy, the Good Sol-
dier Sweik, might have felt gloomily at home in today’s highly regu-
lated Europe, where like then, “every day brought new instructions,
directives, questions and orders.”

The most practical way forward, I believe, is to merge the North
American Free Trade Area with the European Community, includ-
ing the countries of Central and perhaps in time Eastern Europe. Of
course, in terms of pure economic analysis, global free trade is the
ideal. But trade cannot be divorced from politics, no matter how hard
we try: it is politically realistic as well as economically beneficial to
concentrate now on creating a transatlantic free-trade area. Such a
bloc would be able to push effectively toward global trade liberal-
ization. It would prevent transatlantic trade wars from jeopardizing
wider transatlantic links. It would bring our Atlantic civilization
closer together.

Finally, as part of this endeavor, we must try to develop a real
Atlantic political consciousness and public opinion. Of course, this
will take time to emerge. Such transformations come about organi-
cally and subtly or not at all. So, I am not talking here about cultural
politics. The stupidities of attempts to remold old national identities
into new artificial forms—whether ruthlessly, in the Soviet Union, or
absurdly, in the European Union—should not be repeated. But the
Atlantic political consciousness is different—for three reasons:

* It reflects the realities of recent history.
* It does not seek to eliminate national identity; it respects it.
* And it makes excellent strategic and economic sense.

For that we may need new institutions; we may need revived
ones; but we certainly need more contact. This will follow our Atlan-
tic initiative, and it is not the least of its advantages—and pleasures.
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The Expansion of NATO, Part One

Discussion

RicHARD N. PerLE (United States): The purpose of this discussion is to
give an opportunity to the participants to comment on controversial
issues concerning security policy.

CHARLES GaTI (United States): One of the consequences of the enlarge-
ment of NATO is that some countries will be left out. They may be
left out at the beginning or at the end. This is an argument against
NATO enlargement, and those of us who are in favor of enlargement
should not dismiss it. But might not some intermediate steps be taken
at the beginning for those who will not be admitted right away? If,
for instance, Hungary, Poland, and the Czech Republic are admitted
in a year or two to NATO, as T hope will be the case, and perhaps also
the Baltics and Romania, and maybe Slovenia, then NATO should
treat these countries very carefully.

MR. PerLE: Brian Beedham and I cochaired the security committee
that met in late 1996 in Karlovy Vary. We spent a couple of days dis-
cussing this issue, and then Gerald Frost and his team produced a
study reflecting the notes that were taken during the discussion.
Charles Gati has raised an important problem.

Max BELOFF (United Kingdom): The study reflecting the Karlovy Vary
views says that the Russians will raise objections and that these ob-
jections are ill founded. One may agree that they are ill founded, but
that they will not necessarily prevent the Russians from using their
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objections as an excuse for future pressure on some other countries
not admitted. That fact may carry the conviction to those in Western
countries that it is a dangerous thing to do. It seems to me that the
study does not tackle the Russian side of the debate quite as deeply
as it should.

MR. PerLE: Lord Beloff, can I urge you to suggest one or two ways in
which you would tackle those objections? I agree that the study could
well have said more about that.

You cannot persuade the Russians, as you well know, of any-
thing; they will do what they like, when they like. The important
aspect must be to set matters out in greater detail. Having listened to
discussions in England over this matter I find there is an element in
public opinion that might prefer not to go forward, on the grounds
that it might provoke. I think this attitude is foolish, but I do not
think enough has been done to persuade people of the fact.

BriaN BeepHAM (United Kingdom): When we were at Karlovy Vary,
we did have a considerable discussion on the position of Russia. We
thought that it should be handled in quite a separate way from the
issue of NATO enlargement. In other words, the concern about Rus-
sian reaction should not prevent us from enlarging membership and
thus providing security to Europe.

Nevertheless, there ought to be arrangements drawn through-
out the whole process to show what we are trying to achieve with
respect to Russia. There is a strong case for taking into consideration
the Russians’ likely reaction to enlargement, but not for allowing it
to prevent us from enlarging. We have to investigate ways to reas-
sure the Russians that we do not represent a threat to their security.

MR. PerLE: The current Russian position on enlargement seems to be
that enlargement would be tolerable if it did not entail either an east-
ward movement of NATO's infrastructure or nuclear weapons. Now
others may have encountered different views, and happily we have a
Russian with us, so it would be a good time to invite him to comment.

SERGEI A. KaRAGANOV (Russia): The problem is, we understand that,
in spite of all you ladies and gentlemen willing to expand NATO,
there will be a lot of problems along the road. We could use every
problem along the road to defeat the decision or to make it so horri-
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bly expensive as to be virtually counterproductive.

The problem in our eyes—and I am speaking not on behalf of a
probable future Russian government headed by Gennadi Zyuganov,
who would love NATO expansion, but rather on behalf of a future
Russian government led by President Boris Yeltsin, or someone like
him—is that we believe we cannot afford to defeat NATO expan-
sion. We have to look for a grand compromise. But the grand com-
promise, like most others, has so far been restricted to a very narrow
road. That road is nondeployment of troops and nondeployment of
nuclear weapons.

The starting point of Russian thinking is that it is time to think
big and create a real structure for cooperation within Europe—be-
tween Russia and Europe, and among Russia, Ukraine, Europe, and
other countries—that transcends security. Security is the lesser issue
we are facing now. But because we have been trained in security
matters for so long, we are still fighting on this very narrow road. We
are thinking now about a possible grand transatlantic bargain, in-
cluding Russia, Ukraine, and some of the other former Soviet repub-
lics, which would mean a new security structure for Europe, maybe
a new treaty. We envision the military part of the new European se-
curity structure built around NATO, for clearly this is an organiza-
tion that must return to the real world. In the real world, the Euro-
pean energy charter, which has been strangely left out, is far more
important for Russians and for Europeans than NATO is or will be
in the twenty-first century, with its global-system communications.
These things are the essence of security in the twenty-first century.

I am sorry for speaking in Gorbachev lingo. I know that the
new political thinking has effectively died, but we are returning to it,
because we are now living in a different world, a capitalist world,
and we are not necessarily seeing NATO as the main problem. Now
NATO is a hindrance in the building up of Europe, along the lines I
have mentioned. Even in this study, you get a hint that NATO could
expand in Spanish or French style. You say at this Congress of Prague
that there should not be a two-tiered NATO; but you already have a
two-tiered or three-tiered NATO, and that does not impede the ef-
fectiveness of the organization. What the three countries of Central
Europe need is a strengthening of democratic institutions. The study
is brilliant, but it is very narrow.

ARrIGO Levi (Italy): In this very building a few years ago, we heard
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Mr. Arbatov speak on the occasion when the native Czech flag flew
over Cernin Palace for the first time. The Czech delegation and the
Polish delegation were asking for NATO protection, saying that it
was the only security organization existing in Europe. And of course,
the Russian delegation said, “Careful, you are endangering Mr.
Gorbachev.” Well, now we are being told, “You are endangering Mr.
Yeltsin.” I assume that in a few years’ time, supposing Mr. Zyuganov
wins, we will be told, “Careful, you are endangering Zyuganov.”
That is the first observation to be made: let us be careful, because
what happens in Russia does not depend only on what we do but on
many other factors.

Second, we had a two-year-long discussion at the Western Eu-
ropean Union in Paris involving a European delegation and a Rus-
sian delegation. Whatever subject was raised, the Russian delegate
present would say, “Yes, but above all don’t enlarge NATO.” It was
so repetitive that in the end somebody said, “When something is
repeated too many times, it begins to be doubtful whether the speaker
is really serious.” On the last day, an hour before the end of the meet-
ing, one member of the Russian delegation—the only one who really
was a general, and the most authoritative member of the delega-
tion—suddenly made a list of “We might consider if “ items. It was a
long but reasonable list of reassurances that Russia might ask for, in
order to accept NATO enlargement. So suddenly, at the end of the
discussion, there was no time to proceed, and we were left not know-
ing what to think.

OweN HaRrrigs (United States): In a way, we have all become super-
realists in the sense that changes of regime, changes of ideology count
for nothing. It is worth remembering that NATO was created not as
an alliance against Russia, but as an alliance against the Soviet Union.
Certainly it was not intended to be against a Russia making its first
attempt at becoming democratic. Yet suddenly the Soviet Union has
been disbanded and there is no longer a Communist ideology there—
people speak of Russia as if it were naturally and inevitably, under
whatever character it assumes internally, an enemy. Russia’s existence
is seen as the justification not only for the continued existence of
NATO, but for its enlargement.

As an exercise, it is worth imagining what would have hap-
pened if, in 1989, the West had been offered the following deal by
Moscow: they would give up the Warsaw Pact and dismantle the
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Soviet Union, give up communism as an ideology, and take a stab at
becoming democratic. In return all they would ask is for the West
not to take advantage of them by advancing strategically into what
historically has been their sphere of influence. Everybody would have
accepted this as a done deal in five seconds. We propose to press for
much more, and in fact to advance into that sphere at a time when
there is no convincing threat. But this is a measure that might create,
or help create, such a threat.

In addition to there being no convincing threat, there is no com-
mitment on the part of Western countries to such an extension. Are
the countries of the West really committing themselves to guaran-
teeing the security of countries that they were not even prepared to
guarantee even in the coldest time of the cold war? Or is this another
example of a Locarno Treaty, which the British entered only with a
strict understanding that they would never have to honor it? It is
worth thinking about these problems, given the synergy between
the demands of leading politicians in Central Europe and the politi-
cal fortunes of the more extreme elements in Russia. As John Stuart
Mill said, unless you have understood your opponent’s case at its
strongest, you have not understood it at all.

CHARLES POwELL (United Kingdom): The Karlovy Vary report is com-
prehensive and reflects enormous credit on its drafters. But the issue
of enlargement is of concern. What worries me is the use of the phrase
advancing NATO toward Russia, or into Central Europe. It is not a
question of advancing, it is a question of responding to the wish of a
number of countries to be considered for membership. It is their right
to ask to be considered for membership, and it is our duty to re-
spond positively. Indeed, I would argue that we have been too slow
in responding to their request, just as the European Union is being
far too slow in responding to the request for membership in its insti-
tutions. Had we moved more rapidly and more decisively, this issue
could have been settled far more easily. Instead we have invented
concepts such as “partnership for peace,” which sounds great but
means nothing.

I have more sympathy with Mr. Harries on the question of our
guarantee; this has always worried me in two respects. First, as he
has quite rightly pointed out, the historical record of West Europe-
ans, including Britain, in responding to or honoring guarantees they
have given is not exactly brilliant. Second, I have often wondered to
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what degree American public and political opinion has absorbed the
implications of extending NATO and the nuclear guarantee to this
part of the world. I rather suspect it has gone straight over their heads,
because enlarging NATO sounds great. What it might involve has
not exactly been drawn to their attention in large capital letters. There
is a danger here. But all I would say is this: if some future crisis were
to develop, it would at the very least be harder for the Europeans,
and harder for the United States, to respond adequately and prop-
erly if the Central European countries were outside NATO than if
they were in it. So the argument must come down firmly in favor of
going ahead with enlargement, and going ahead rapidly with it.

I have three other brief observations to make about the Karlovy
Vary study. First, at a quick glance I cannot spot the initials WELL
Now, some of us might think that a blessing, but it is very much an
issue, much discussed in the European Union. There is a debate loom-
ing over whether the practical European contribution would be more
effective if grouped within the Western European Union—provided,
of course, that it is set up as a genuine part of NATO and not as a
rival or an alternative to it, or as something that would sap the vital
forces of NATO by making it a subsidiary organization. As a subject
we will have to address at some point, we should be aware of it in
the context of this report.

My second additional point concerns the call to maintain de-
fense spending. Everyone present at this discussion would certainly
agree with that, but everyone present would equally disbelieve it. I
see no signs of willingness on the side of most countries to maintain
defense spending; most of them are finding every reason to dimin-
ish it. How we get this message across in political terms is one of the
most difficult issues facing us. There is little constituency for defense
spending nowadays. Recreating one is something this conference can
help with, but our help certainly will not be decisive.

Last, I note the reference toward the end of the report suggest-
ing that new technology eases the burden of defense spending, be-
cause all these marvelous new weapons can stand on their heads
and turn corners and follow traffic lights and so on. I am always a bit
skeptical about that: one has seen some very good footage from the
Gulf War—mostly shot by the manufacturers, rather than the televi-
sion stations—showing how marvelous this technology is. But along-
side weapons that take out military targets and spare people, there is
another development: as the degree of military coverage provided
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by CNN and other television stations is increasing, the tolerance of
casualties is equally declining rapidly, indeed. So we should not find
any solace in technology as somehow making war easier to get in-
volved in—as if there won’t be the nasty side effects, and boys won't
be shipped home in coffins. The reality is that public tolerance of
any level of casualties is decreasing, at least as fast as technology
develops.

MR. PercE: The last point is one of particular interest. The evolution
of technology carries some promise. The risks to which properly
equipped troops will be subjected will also decline over time—one
hopes they will decline as fast as will the lack of willingness to stand
up when necessary and go in harm’s way.

Gtz Jeszenszky (Hungary): This debate should not be focused on
enlargement and on Russian reactions. That is not our mandate, and
this is not the place to convince the Russians about the need for en-
largement. But I have one or two points to make on this. From per-
sonal experience, back in 1992-1993 I saw no visible Russian rejec-
tion of the idea of NATO enlargement. In 1993, the Russians listened
with some interest to the Central European arguments about our wish
to join NATO. They listened to the argument that in fact it is in the
Russian interest to see enlargement, because it would stabilize their
Western neighborhood. But ever since then, Russian opposition has
increased, rather than decreased. SoI certainly agree with those who
think that this decision ought to have been made earlier, and that
attending to these rather insincere Russian arguments about the dan-
gers and the threats to Russia is leading nowhere.

It is a legitimate right of sovereign nations to join alliances. In
1990-1991, the Soviet Union, still existing, objected to the conclusion
of a treaty where Hungary would have retained the right to join any
association, including the European Community.

I suppose that we could certainly find many arguments that it
is not endangering Russia; but the Karlovy Vary report rightly con-
centrates on how to convince Western opinion about the need for
enlargement. In my view that is the major aim of this meeting. The
enlargement of NATO would provide stability for a strategically
important space, and certainly the present action in Bosnia shows
the importance of Central Europe. Enlargement would also provide
a link with the southern wing of NATO.
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But it is important to return to the issue that Charles Gati raised:
how to avoid creating a bad impression on those who will not be
admitted in the first wave. It is important to hold out the hope of
future enlargement, but the process of enlargement should be only
gradual. The prospect of further gradual enlargement provides im-
portant leverage with respect to the countries where the democratic
commitment is not strong enough, or where the economy
underperforms.

The issue of Russia is also handled in the report on political
cooperation, and there is a very good answer to the argument that
NATO expansion will provoke Russia. The argument is that it is in
the Russian interest to ensure stability. It is Russian propaganda to
suggest the opposite; the Russians have always resorted to this type
of argument. They say there is a danger, but in fact they invented
the danger, and for internal consumption the argument works very
well.

Josrua MuravcHIK (United States): In response to the point that Owen
Harries raised, NATO was an alliance against the Soviet Union, and
there is no reason to say that in a new era NATO is or ought to be an
alliance against Russia. Rather it should be something else—an in-
strument of collective security, which proved its effectiveness dur-
ing the cold war period. One of its goals now ought to be to develop
as an association of the Western democracies against any threat or
enemy that nominates itself for that role, and to try to keep the envi-
ronment generally peaceful.

This is going to be a constant job to develop, or evolve toward,
as we have seen in the case of Bosnia and also in the policy toward
Iran. We need to encourage all the Western democracies and the
members of NATO to take a far-seeing view of the requirements to
keep the environment peaceful. This effort should include uphold-
ing the basic principles of international law against aggression, as in
the case of Bosnia, when many of the NATO members were unwill-
ing to recognize the importance of resisting aggression. Indeed, there
was a strong tendency to make things easier for the aggressors. This
holds true with respect to Iran, the sponsor of substantial threats to
the security of the West; there has been a tendency among the Euro-
pean members of NATO to wish the threats away or to ignore the
dangers.

I hope that the spirit of appeasement is less a constant problem
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for the East and Central Europeans than it is for the Western Europe-
ans. Although the physical, military contributions of some of the East
and Central Europeans can be regarded as not very substantial, their
political and spiritual contributions to NATO might be very salu-
tary.

PETER CORTERIER (Germany): It strikes me as a good idea not to bring
in the new members immediately. The Partnership for Peace (PFP)
was altogether a good step for NATO, for a number of reasons. First,
it helps us to organize cooperation, not only for the candidates for
membership but also for many others who gain a measure of reas-
surance. It has also helped to get a clearer view of whether some
countries that originally seemed to be serious candidates for mem-
berships really are good candidates. In the past you always talked
about four candidates. We now know that Slovakia, given its inter-
nal situation, does not seem to be a serious candidate right now. Then
there is Bulgaria, which originally put in a very strong demand for
membership, and now that is no longer the case. The concept of PFP
has helped sort out the candidacies and has clarified which are seri-
ous and which are less serious.

But the time has come to act, basically for two reasons. First,
the serious countries—Hungary, the Czech Republic, and Poland—
have put so much political capital into their candidacies that it would
be dangerous to keep them waiting any longer. We have seen in two
of those countries a fundamental change in government: neo-Social-
ists—former Communists—have come into power. So far, both Hun-
gary and Poland are still equally strongly in favor of NATO mem-
bership. It was quite impressive to see a large Polish delegation visit
Brussels, where they had members of the government but also mem-
bers of the opposition, including the former foreign minister and the
former defense minister, to demonstrate how united they were in
their desire to become members. If we keep them waiting any longer,
these political forces both in government and in opposition are bound
to lose credibility, and dangerous nationalistic reactions might then
occur.

The second good reason why we should act now concerns Rus-
sia. In Russia there are really two groups, and Sergei Karaganov has
hinted at that. One group is realistic, and it is ready to look for ways
and means to make NATO enlargement acceptable to Russia. The
second group hopes to be able to defeat the whole concept. To con-
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vince Russia that we are serious about NATO enlargement, we have
to move now and bring in the first new members. I am convinced
that Russia will be ready to deal, to look for serious ways to make
this move acceptable to themselves.

MR. KaracaNov (Russia): It is a bad mistake you are hinting at. First,
99 percent of the Russian elite are against NATO expansion. Second,
65 percent of the others would love to have a good relationship with
NATO. If you expand without taking into consideration our inter-
ests, then it will be extremely hard to deal with NATO, extremely
hard. And let me remind you that NATO is a big organization, but it
deals only with narrow security issues that are now pushed to the
back burner of European new world politics. I believe that Russia
would win eventually if it had a fruitful relationship with NATO.
But it would be extremely hard, and many people believe unneces-
sary, to have a relationship with NATO, even if Russia moves in the
way you are advising it to move.

MR. PERLE: I cannot resist observing here thatin retrospect, one could
only wish that Soviet espionage had been more effective as it was
directed against NATO. Had the Soviet intelligence penetrated NATO
effectively, it would have understood how totally and completely
defensive NATO was—not only in terms of its planning and organi-
zation but also psychologically. I know, because I tried. You could
not get NATO officials to take seriously even counteroffensive op-
erations. You could discuss military operations in NATO only after
the presentation of a scenario in which the West had been viciously
attacked and was on the verge of collapse, and then you could talk
only about how we might respond from our own territory. If it were
understood how totally defensive we were, you would not have been
in the least concerned about NATO, even an expanded NATO.

MR. Karacanov: I was in the group that knew. I was betting with
generals, saying that even if we attacked, NATO would not respond.
But here we are again. We are not talking about military issues here.
When we look at NATO, only a very few people in Russia think about
military matters. What we think about is political influence, the di-
rection of Russian policies, and social orientation.

VERONIKA SMIGOLOVA (Czech Republic): I would like to address the
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objections to NATO enlargement that were raised here. It was said
that it was “superrealistic” to see Russia as a threat, but NATO en-
largement is not meant as a threat against Russia, and a democratic
Russia does not have to be afraid of an enlarged NATO. The sooner
NATO is enlarged, the sooner the democratic forces in Russia will
have the opportunity to see this, and to realize that NATO is not a
danger to them.

But something was said here that I would call very unrealistic.
It was said that NATO should not press for advantages that arise
from the failure of the Soviet Union. That is dangerous thinking that
encourages the imperial trends that might occur in Russia. As to the
Karlovy Vary report, it is a well-balanced document that addresses
all the important questions.

MR. PoweLL: Two themes run through the conversation, and they can
be linked to bring us toward something that perhaps may not be
sufficiently addressed in the report. One of the themes is technology
and the advantages it will give us. Of course we have to remember
that the same technology that offers cheap, adaptable material has
the same advantages and attractions to our potential enemies. An
example, I suppose, is the global positioning system (GPS), which
we all will have piloting our cars, so we will not need to use a map
any more. That same little device can be put on a Silkworm missle
by the Iranians, and the insurance rates in the Persian Gulf will go
up the wall vertically. So technology is not necessarily going to work
toward our interest.

Second, several people have implied that the biggest obstacles
to NATO'’s future role are the internal objections, dissents, fears, and
divisions among the Allies themselves. No matter how well Bosnia
turns out, even if the experience eases NATO enlargement, that will
surely not settle the kinds of problems that inhibited allied unity so
badly for the first years of that conflict.

These two issues—technology driving us toward the need for a
closer unity and, at the same time, the absence of a new cohesive
factor in the alliance—suggest that the United States may have to
offer its European allies new ways to perceive the alliance as reli-
able, useful, and credible. Particularly with regard to satellite sur-
veillance and other forms of intelligence sharing, U.S. intelligence
and its cooperation with the Allies remain largely unchanged from
what they were during the cold war.
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Yet the circumstances that required sharp compartmentaliza-
tion at that time no longer prevail. In Bosnia, for example, the break-
down of intelligence sharing between the United States and the Eu-
ropeans was really quite traumatic. So we need to think not just about
what the Europeans can do, but a little too about how the United
States can show its allies that leadership and new technology from
the United States are going to help everybody to identify targets and
enemies and to convince public opinion that the threat is there. That
will produce cohesion, rather than doubts, concerning Iran, Bosnia,
or some other future problem.

MR. PerLE: Let me suggest that other points addressed in the Karlovy
Vary report be commented on, including proliferation and missile
defenses.

HeNry SokoLski (United States): With regard to using proliferation as
a possible focus for collective security in NATO, it was quite useful
to see in the report the prominence you gave to the strategic weap-
ons proliferation issue. Missile defense, as distinct from ballistic mis-
sile defense, is an issue that we could usefully work on together. There
is no reason, for that matter, even to exclude better air defense—a
more catholic use of the words missile defense would be useful. The
report says a great deal about the risks to NATO from proliferation,
but it says little or nothing about one point raised by other speakers
already, and that is the proliferation risks from NATO. That might be
something NATO could usefully reinforce, because it has a military
security mission. The problem is the technology and money that come
from Western nations to the future Irags. That is something that ought
to be of greater concern. There is no reason why NATO cannot be
used as a means to do better in this regard, simply because the non-
proliferation measures need all the help they can get.

Finally, the report says nothing at all about the proliferation
from weapons states generally. These risks are growing, and they
are of two forms. First, there is a growing amount of dismantled
material in the U.S. and Russian stockpiles—literally, we are going
to be living with materials from hundreds of thousands of weapons
piling up. To add insult to injury, the civil production of materials
that can be used for weapons will exceed that. NATO—and Russia
should be involved in this—is a good place to talk about these things. It
is perhaps better than some of the places where it is being talked about.
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ALUN CHALFONT (United Kingdom): I will concentrate on the ques-
tion of proliferation and possible defenses against it. But I would
like to offer an afterthought on the earlier debate, especially on the
exchange between Owen Harries and Charles Powell. Mr. Harries
implied that the dismantling of the Soviet Union, the disbanding of
the Warsaw Pact, and the rejection of communism were some kind
of gesture or initiative on the part of Russia. I hope that it is not too
triumphalist to suggest that the West actually won the cold war—
and that one of the instruments of winning it was the Atlantic Alli-
ance. It would seem very strange now if, in the current situation, we
allowed Russia to exercise a veto on the future development of that
alliance.

Having said that, I will shift my focus to the issue of prolifera-
tion. I was the British negotiator in the negotiation and signing of
the nonproliferation treaty. I remember a neutral country at the con-
ference saying that we who were advancing it and endorsing it were
like a crowd of drunks trying to persuade other people toward total
abstinence. Although I thought at the time that it was an unkind
remark, it is true, of course, to say that the nonproliferation strategy
has not been an outstanding success. It was a good treaty to achieve
at the time. Now it seems to a large extent to have failed, in that a
number of countries who at that time were not nuclear-weapons coun-
tries now are, whether declared or not. There is the danger of tech-
nological transfer, especially from dismantled stockpiles. And there
is the phenomenon that was well covered in a paper that Gerald Frost
published at the Institute for European Defence and Strategic Stud-
ies (IEDSS) on the proliferation of weapons of mass destruction and
the means of delivering them, through ballistic and other missiles,
over long ranges.

Indeed, the author of that report suggested that by the end of
the twentieth century, a number of Western capitals would be within
range of a number of other states possessing weapons of mass de-
struction, either nuclear, chemical, or biological, and the means to
deliver them. Therefore, the emphasis that this report places on pro-
liferation as a threat, and the need to investigate some form of mis-
sile defense such as the Global Protection against Limited Strike
(GPALS), is well placed.

Two statements in the report go to the heart of the matter. The
first is that “only the United States has the technological capacity to
develop and deploy a global system of ballistic missile defense.” That
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seems to me to be true. Second, the report claims that NATO pro-
vides the best means for providing the organizational infrastructure
that would enable America’s allies to make a significant contribu-
tion to this. Is the United States in fact sympathetic toward this idea
now? And is an American administration likely to fund such an ini-
tiative? I remember the uproar that greeted President Reagan’s Stra-
tegic Defense Initiative, which seemed to be opposed mainly by
people who were against massive retaliation. This seemed to me never
to make a great deal of sense. But is there now sympathy in the United
States for ballistic missile defense? Is it likely to be funded? Bearing
in mind what Charles Powell said quite rightly about the extreme
unlikelihood of any European country increasing its defense bud-
get, do the European countries of NATO have any desire or inten-
tion to participate in such a system?

A final question is this: is this not one area in which we could
go forward without offending and upsetting the Soviet Union? If we
even asked them to collaborate in it, would not GPALS or some such
system make an extremely effective defense against the outstanding
threat to global stability today?

MR. PereE: The key part of that question ought to be posed to an
American. And who can better speak for the Clinton administration
than Frank Gaffney?

FrRANK J. GAFENEY, JR. (United States): I will rise to the challenge. To
those of you who may not have gotten that inside joke, I do not share
the view of the Clinton administration, which I regret to say in re-
sponse to Lord Chalfont’s question, is abidingly uninterested in what
is described as national missile defense. There has been some secret
talk about a concept involving the modification of a small number of
Minuteman missiles, the existing intercontinental ballistic missiles
based in North Dakota. The concept is to give them some minimal
capability to defend against an accidental or very small attack. But it
is phrased in a way that reinforces my earlier point. The administra-
tion describes it as a program that would take three years of future
development, at the end of which time there might be another three
years before something could be deployed. That is a rather long time
when you think of the kinds of threats emerging here.

I would like to second the observations both previous speakers
made. It is enormously important that this issue has been addressed,
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and in the very forthright way that it has been addressed, coming on
the heels of Lady Thatcher’s strong statements on the subject and
Edward Streator’s statement in the Wall Street Journal.

What is required now is global missile defenses. Much is being
made in the American debate at the moment of the idea that long-
range missiles capable of threatening the United States do not exist
in the hands of anybody other than the Russians and the Chinese.
There is some concern about those two nations holding such weap-
ons. But there are other nations, too, that are bent on acquiring both
the weapons and the means of delivering weapons of mass destruc-
tion. We know they are building them, and making sure that in due
course their weapons will have sufficient range to attack not only
Europe but also Japan and the United States. This fact means that
there is a multinational need to address this threat.

One further point is that, clearly, the most efficient way to acquire
over the long term a global capability to defeat ballistic missiles is from
space. That point is well made in the text of the report. There is, how-
ever, another point that needs to be shared with this congress and with
the audience that will follow its findings: a nearer-term, and exceed-
ingly cost-effective, means of acquiring a global antimissile defense is
one that will allow the U.S. Navy to build upon its air defense system,
known as the Aegis program, so as to intercept not only cruise missiles
and aircraft but also ballistic missiles.

An estimate prepared by a blue-ribbon group sponsored by the
Heritage Foundation in the United States estimates that thanks to
the roughly $35 billion the United States has already invested in ships
and launchers and other equipment deployed today around the
world, it would cost roughly $2 billion to $3 billion further, spent
over the next five years, to achieve this shortcut, with the first ships
coming on line in as little time as three years. The navy would then
be able to start protecting our friends in Europe and Japan, as well as
the American people against some of these emerging threats. I also
wanted to point out that former Senator Bob Dole explicitly endorsed
this initiative and urged its deployment. So I hope that the impetus
given by this conference to the idea of missile defense will be propi-
tious, coming as it does at a time when the issue seems really to be
joined in the United States.

CHristoPH BERTRAM (Germany): I am intrigued when American del-
egations come from the other side of the Atlantic and teach us all
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about missile defense. But a number of us have been through that
experience. I would like to make two remarks. First, Lord Chalfont,
the nonproliferation treaty has not been a failure. It has really been
quite successful so far—more successful than you and others expected
at the time it was established. It is not perfect, but basically it has
allowed us to identify the rogues, and their number is smaller than
we expected. Now that does not mean that there is no case for mis-
sile defense, but two questions must be answered. One is, of course,
the technical feasibility question. It may well be that technical feasi-
bility is no longer a problem, that it can be fixed, as Mr. Gaffney says,
with $3 billion here or there. Then we have a global system of missile
defense. But the real issue is, how do you operate a global missile
defense system that is not an American missile defense system? How
do you avoid the political consequences that would arise if there is
one country in the world that can, at its whim, impose missile de-
fense? What are the political consequences for all others? Unless you
have fixed not only the technical aspects but the political ones as
well, many people throughout the world would have to be convinced
that this a good idea.

RoBerT H. MALOTT (United States): My comments address several is-
sues that have been discussed here. First is an issue brought up by
Charles Powell: the procurement part of NATO. To address procure-
ment at all, we must address the efficiency of the procurement and
the mechanism for NATO. The current system was designed appro-
priately for the late 1940s, but a lot has changed. At some point, as
you revise the charter and the mission of NATO, it ought to be ad-
dressed. There is no question about the fact that defense expendi-
tures are going to go down. The fact of life is that we have to be as
effective and efficient as we can be with the funds available to us.
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The Expansion of NATO, Part Two

Discussion

RicHARD N. PerLE (United States): We should not be solicitous about
Russian political concerns at the expense of democracies that are ea-
ger to associate themselves with the West. Most important of all is
the question of the identity of countries such as the Czech Republic
and Hungary. We should not leave the question of their identity open.
That vacuum will only encourage the belief that as long as matters
remain unsettled, there may be opportunities for others to exert in-
fluence.

Lady Thatcher spoke of the need to come to grips with the pro-
liferation of weapons of mass destruction; and the same point has
been made in the report of the Security Committee of the New At-
lantic Initiative. Lady Thatcher strongly urged that we proceed with
ballistic missile defense. She is entirely right in that suggestion. What
she proposes will not happen, however, without a great deal of po-
litical pressure, because the only country in the position to bring to
fruition a ballistic missile defense—by converting technology that
has been developed to an impressive degree over the years as a re-
sult of the Strategic Defense Initiative program—is the United States.
And the United States is presently governed by those who are fun-
damentally opposed to ballistic missile defense. They have carried
on only a modest program.

We should proceed with theater defenses as well as strategic
defenses. We also have to face the reality that sooner rather than later
the Anti-Ballistic Missile Defense Treaty will be an unwarranted in-
hibition on the freedom to deploy defenses in a timely and effective

111



COMMON SOLUTIONS

manner. That treaty is part of history. It has no fundamental relevance
to the situation we now face and are likely to face in the near future.
The nostalgia with which that agreement is treated seems extraordi-
nary. Under the present circumstances, there are new threats—no
longer the kind of East-West dangers that would cause us to regard
the ABM Treaty as the centerpiece of the world. In this new world,
the tolerance for casualties is much lower than it was in the cold war.
We in the West therefore need to work hard to maintain effective
military forces and, at the same time, to minimize the risks to the
men and women in uniform in our countries.

That goal can be accomplished by the skillful exploitation of
technology. Even in a period of shrinking budgets, new technologies
offer opportunities to fight beyond the range of the enemy, for ex-
ample, to maintain an awareness of the battlefield based on informa-
tion technology never before possible. Far from wringing our hands
about the decline of Western defenses, we should be thinking about
ways to exploit potential advantages at reasonable costs and at rea-
sonable risks. There have been references to the United States as the
remaining superpower. That designation of superpower entails some-
thing more than an army and a nation; it surely entails judgments
about political will. I am not at all sure that we have emerged as a
superpower, if one regards the matter in such terms.

The example that causes me such concern is the handli