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A Dialogue for Change

by Clay Constantinou

In an address to the United Nations General Assembly in September 1998, President
Mohammed Khatami of Iran put forth an urgent call for a “dialogue among civiliza-
tions,” with the hope that this endeavor would begin a process to replace hostility and
confrontation with discourse and understanding.

Following President Khatami’s proposal, the General Assembly unanimously pro-
claimed 2001 as the UN Year of Dialogue among Civilizations. To further support
this dialogue, Secretary-General Kofi Annan has invited an international panel of
eminent persons to look closely at issues of identity, diversity, and intergroup rela-
tions, and has designated former chief United Nations hostage negotiator and under-
secretary-general Giandomenico Picco as his personal representative to lead this ef-
fort.

Mr. Picco and the panel of eminent persons are working in close partnership with
the School of Diplomacy and International Relations, which was designated as the
Secretariat for this initiative. This process of research and international discourse will
result in an important publication, which will be presented to Secretary-General Kofi
Annan. The secretary-general will then convey this publication to the UN General
Assembly at a special session on December 3 and 4, 2001. We are pleased to publish
in this issue Mr. Picco’s reflections on the dialogue among civilizations as he leads this
historic process forward.

The School of Diplomacy and International Relations is deeply honored to pub-
lish the contributions of the distinguished authors in our special section on Evolving
Institutions and Transatlantic Relations. As influential and prominent government
leaders of the European Union and the United States, they offer a unique insight into
how cooperation can be achieved across the Atlantic.

 This has been a truly extraordinary year for the School of Diplomacy. Our stu-
dent body, representing more than forty countries and speaking more than thirty
languages, has grown to nearly 250 strong. Whether serving as a forum for heads of
state or working with the United Nations as an affiliated nongovernmental organiza-
tion, our school has gained much prestige and recognition. We will continue to en-
hance our programs and to provide a high-quality and well-rounded learning envi-
ronment for our students.

Amb. Clay Constantinou (Ret.) is dean of the School of Diplomacy and International Relations at
Seton Hall University.
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T
he School of D

iplom
acy and International R

elations w
as established in alliance w

ith the
U

nited N
ations A

ssociation of the U
nited States of A

m
erica. T

he School’s academ
ic pro-

gram
s, leading to a B

achelor of Science or a M
aster of A

rts in D
iplom

acy and International
R

elations, prepare an international student body to becom
e the next generation of global

leaders.
Students com

e to the School from
 all over the w

orld to participate in an innovative
curriculum

 that educates them
 from

 a global perspective and prom
otes the use of diplo-

m
acy for careers in public service, business, law

, technology, and the nonprofit sector. T
he

School offers state-of-the-art technology, a m
ulticultural environm

ent, a blend of theory
and practical experience, and a values-based education to train students for the evolving
roles of diplom

acy and international relations in the tw
enty-first century.

T
he School of D

iplom
acy and International R

elations is an affiliate of the A
ssociation

of Schools of International and Public A
ffairs (A

PSIA
) and has been conferred nongovern-

m
ental organization status by the U

nited N
ations through its D

epartm
ent of Public Infor-

m
ation.
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A
 D

ialogue am
ong C

ivilizations

by G
iandom

enico Picco

It took m
e a very short tim

e to understand w
hy the U

nited N
ations m

em
bership

quickly reached a consensus in Fall 1998 w
hen it declared 2001 the U

N
 Year of

D
ialogue am

ong C
ivilizations. D

oubtless, m
y understanding had little to do w

ith the
politics of the issue or the reasons behind the G

eneral A
ssem

bly’s consensus. Yet, it all
seem

ed crystal clear w
hen the secretary-general asked for m

y contribution to this
concept, to give it a m

eaning from
 a U

N
 perspective. I felt that the idea of a dialogue

w
as an instinctive response to a decade that had w

itnessed so m
any indignities justi-

fied under false pretenses—
a decade that virtually began under the fallacy of “the

clash of civilizations.” I find it even m
ore appropriate that the call for a dialogue

am
ong civilizations should actually stem

 from
 the Islam

ic w
orld—

specifically, Iran, a
region and civilization that greatly suffered from

 the fallacy of the clash theory.
It is very difficult to find anyone w

ho w
ould oppose the concept of dialogue. B

ut
even m

ore difficult is the act of transform
ing the instinctively sound cry for a dia-

logue into a constructive, practical, and focused approach that w
ould benefit the

w
orld organization, and w

ith it, its m
em

bership. T
he challenge to m

e, therefore, w
as

not w
hy a dialogue am

ong civilizations, but rather how
 to achieve it.

B
eing neither an academ

ic nor a scientist, neither a statesm
an nor a leading glo-

bal financier, I thought I w
ould search w

ithin m
y ow

n life experience to m
ake som

e
sense of w

hat dialogue could m
ean to m

e. A
s one of the six billion inhabitants of this

planet, I can claim
 at least as m

uch life experience as any.  I have been fortunate to
enjoy the opportunity to w

ork, live, and interact in various parts of the w
orld at

various depths of hum
an exchange, som

etim
es so deep as to actually tread the border

w
here life and death m

eet. It seem
s to m

e, looking at the beginning of m
y life, that w

e
have all m

oved on this earth in different w
ays and at different levels, but nevertheless

w
e have m

oved in the sam
e direction: that of becom

ing m
ore and m

ore intercon-
nected, m

ore and m
ore affected by each other, and, accordingly and sim

ply, closer to
each other. N

o m
atter w

hat the level of w
ealth or know

ledge w
e possess, the inhabit-

ants scattered around this globe are m
ore in contact today than w

e w
ere fifty years

ago. O
ur proxim

ity to one another is destined only to increase, and our ability to
affect each other w

ill grow
 ever greater. N

ot m
uch else seem

s necessary to m
ake the

call for a dialogue quite com
pelling.

A
lm

ost im
m

ediately after uttering the w
ords “dialogue am

ong civilizations,” im
ages

cam
e to m

y m
ind of a trip I undertook in 1994 as a private citizen across the B

alkans
at w

ar. I had w
anted to go there, like m

any, I presum
e, in search of an answ

er that
new

spaper com
m

entaries and politicians’ statem
ents w

ould not provide. T
he ques-

G
iandom

enico P
icco is [A

uthor: please provide a sentence or tw
o of biographical inform

ation.]
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tion I had w
as “W

hy?” W
hy w

ould so m
any seem

 to need so m
uch “enem

y,” and w
hy

had so m
any lies been used to justify it? W

hat w
as ethnic cleansing if not the igno-

m
inious m

anifestation of a m
indset that perceives diversity as a threat? B

ut the sim
-

plicity of this answ
er w

as hidden behind political explanations, historical account-
ings, institutional analyses, and religious theories. A

s it turned out, they w
ere all lies,

or, to be kinder, cover-ups for the decisions m
ade by the only entity on earth that can

em
ploy rational faculties in support of its choices: the hum

an individual. I w
alked

through the battlefields of the B
alkans in 1994, as I had w

alked for different reasons
and in different capacities through the streets of B

eirut som
e years earlier, and the

valleys of A
fghanistan several years before that. In vain I looked for the “killing hand

of history,” “the raping arm
 of culture,” the “destructive boot of institutions,” or the

“m
utilating fist of religion.” T

hey w
ere now

here to be found. W
hat I did find w

ere
the faces and the nam

es of individual killers and individual victim
s. W

hat I found
w

ere the stories of single hum
an beings: their crim

es, their failed hopes, and their
desperate attem

pts to justify their guilt under different nam
es, but to no avail. T

hey
could not succeed and they w

ill never succeed. T
he responsibility for w

hat they did
w

as, is, and w
ill rem

ain individual. H
ad they confessed the truth, they likely w

ould
have said that they acted in self-defense. B

ut against w
hat? A

gainst som
ething differ-

ent, som
ething “other” than them

selves. [A
uthor: okay addition?] T

hey w
ere unw

ill-
ing or unable to see that diversity, even if it existed, could carry not enm

ity but rather
the potential for grow

th and betterm
ent for all. B

ut they could not see, or did not
w

ish to see, because to see the greatness in one’s ow
n neighbors perhaps requires one

to see the potential greatness inside of oneself [A
uthor: or to see the failings inside

oneself?]. I asked m
yself if I could ever see the greatness in m

y neighbor if I w
ere

preaching only his evil. If I am
 so great, w

hat good to m
e is the evil of m

y enem
y?

D
ialogue is an instinctive response to a decade that had

w
itnessed so m

any indignities justified under false pretenses.
A

ll these im
ages cam

e to m
e as the dialogue am

ong civilizations w
as superim

-
posed in m

y m
ind, [A

uthor: the follow
ing phrase is unclear to us] as perhaps the

response to the unavoidability of the prophecy of clash. It w
as of course fitting as w

ell
that those w

ho justified their deeds under the cover of history, religion, and culture
w

ould present their actions as unavoidable; after all, if history, culture, and religion
w

ere the real culprits, they w
ere surely too pow

erful to be stopped by individual
actors. T

herefore, accepting the unavoidability becam
e a necessary com

ponent of the
blasphem

y of ethnic cleansing or any other crim
e perpetrated in the nam

e of [A
uthor:

better, “against”?] diversity. If it w
as unavoidable, then the individual had no respon-

sibility; he then w
as sim

ply a tool m
anipulated by the great m

achinery of history or
culture or religion, and m

any believed it. I have too great a faith in hum
an beings to

accept such a lie. If w
e accept unavoidability, I thought, w

e m
ight as w

ell never get
out of bed in the m

orning, for w
e claim

 no authorship of any part of our life.
Yes, I said to the secretary general of the U

N
, I w

ould take on this assignm
ent

and try to m
ake it a response to the fallacy of ethnic cleansing, to the lies and the

blasphem
ies com

m
itted during the 1990s by individuals w

ho perceived and still per-
ceive diversity and “otherness” as a threat to them

. N
o need, therefore, to be

deconstructed by a sem
antic conversation on w

hat is a civilization and w
hat is not;

even less to count how
 m

any civilizations there are, have been, and w
ill continue to

be. T
he focus of the dialogue, I thought, had to be quite clear, and yet practical; quite

touchable, and yet ethical; quite visible, and yet conceptual. To this day, I do not
know

 if this can be achieved or w
hether the contribution I w

ill try to m
ake through

the opportunity offered to m
e by the secretary-general w

ill actually reach the destina-
tion I w

ould like it to. N
evertheless, I w

ill pursue w
hat I believe is the focus and

sim
ple objective: the dialogue m

ay w
ell have to be one sim

ply betw
een those w

ho
perceive diversity as a threat and those w

ho perceive diversity as an opportunity for
betterm

ent and grow
th.

Is not the U
nited N

ations itself fundam
entally based on the appreciation and

celebration of diversity, on the acceptance that w
e are—

each of us as an individual
and as groups—

rich because of our ow
n individual identities, and yet profoundly

equal in the hum
anity that is inherent to us all? W

hat, then, of m
y contribution? I am

unable to conduct a dialogue am
ong religions, for I am

 not a theologian, and indeed
because that dialogue is already under w

ay; ill equipped to conduct a dialogue am
ong

traditional civilizations, for I do not even know
 how

 m
any the w

orld w
ill claim

 to
have; and unw

illing to interpret m
y task as favoring exclusively a dialogue betw

een
Islam

 and the W
est, for this w

ill cut out all of the rest. I w
ill try to m

ake m
y contribu-

tion to a dialogue that touches the nerve of our ow
n m

indset, w
hich is the w

ay w
e

look at the “other.” C
an the dialogue be the seed not only to unm

ask the fallacy of the
clash but also to provide a new

 paradigm
 of international relations?

A
 N

E
W

 P
A

R
A

D
IG

M
 O

F IN
T

E
R

N
AT

IO
N

A
L R

E
L

AT
IO

N
S

T
he Enem

y. M
illennia of traditions, one could say, have led us to believe that the

enem
y is an indispensable com

ponent of social life. Som
e m

ay even claim
 that w

e
never had leaders w

ho could lead w
ithout an enem

y. O
thers w

ould argue that it is
part of “hum

an nature” to define oneself according to w
hat one is not, and to search

out distinctions betw
een others and ourselves. It seem

s to m
e in ruling a society, the

enem
y is a convenient m

anagem
ent tool. B

ut is it necessarily an indispensable tool?
Perhaps asking the very question raises a challenge to the existing patterns of relation-
ship at both the hum

an and the institutional level [A
uthor: okay? T

his seem
s to

apply to the w
ay that individuals as w

ell as states relate to one another]. V
arious

philosophies over the centuries have existed based on different presentations of a di-
chotom

y, w
hich is perhaps the consequence of the tw

o existential features of our
being, life and death itself. A

nd yet, if it is indeed necessary or at least extrem
ely

convenient for leaders and rulers to m
ake use of the concept of enem

y, a few
 questions

could legitim
ately be asked. W

hy does one need to define and to aggrandize one’s
ow

n nem
esis to define oneself? W

ould it not be better for a ruler to present his ow
n
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positive and constructive contributions to a vision of society that he w
ishes to pursue,

instead of rushing to profile the other side, the enem
y? If the ideas w

e w
ish to pursue,

the vision w
e w

ish to represent, are really so good, so strong, so com
pelling and w

orth-
w

hile, w
hy even w

aste our tim
e in describing their opposite? Is it not logical to assum

e
that the m

ore a ruler dem
onizes his enem

y, the less positive value he seem
s to possess

of his ow
n? D

oes it not stand to reason to say that the m
ore one needs an enem

y, the
less one has to offer?  T

he unbearable presence of the enem
y is to m

e an indication of
the yet prim

itive stage of our hum
an developm

ent. C
an w

e reasonably aspire to soci-
eties led by leaders w

ithout enem
ies? It m

ay be a very idealistic vision, but it is one I
am

 not prepared to give up, even though I accept that few
 of us w

ill ever see this
dream

 m
aterialize. T

hat should not dissuade us, how
ever, from

 finding an interm
edi-

ate step w
e can take in the m

eantim
e in an attem

pt to create a society w
here each of us

is valued for the positive contribution he can provide, and not for the size of the
enem

y he can project.

T
he unbearable presence of the enem

y is an indication of the
yet prim

itive stage of our hum
an developm

ent.
If w

e accept that enem
y is indeed a m

anagerial tool for societies, I w
ould hum

bly
propose that an interm

ediate step could be to look for an enem
y that is com

m
on to us

all in today’s w
orld. T

hen w
e w

ill not have a proliferation of enem
ies, but a concentra-

tion of focus on an enem
y that does not discrim

inate am
ong us, no m

atter w
hat our

location or station in life [A
uthor: okay?]. T

hat enem
y, I suggest, is intolerance. It is a

different w
ay to describe the m

indset of those w
ho perceive diversity as a threat, and

unfortunately it is very real. It is so real that it cuts across civilizations, divides and
cuts across society vertically as w

ell as horizontally. I cannot think of a bigger enem
y,

or of a greater threat. H
ow

 to defy intolerance? I suppose it w
ould require m

uch less
ignorance than now

 exists throughout the w
orld, and a m

uch larger capacity to listen
to each other than w

e now
 seem

 to possess. I m
ay be w

rong, and I stand to be cor-
rected, but I think that real dialogue has m

uch to contribute to the creation and
understanding of the real enem

y w
e all face, and perhaps to the “undem

onization” of
the sm

aller enem
ies to w

hich w
e have becom

e accustom
ed.

Individual Responsibility and A
ccountability. T

he second elem
ent of this new

 para-
digm

 of international relations stem
s from

 m
y great faith in the ability and grandios-

ity of the hum
an spirit that resides in each individual. It m

ay w
ell be that institutions

have helped us to keep at bay the irrationality of the w
him

s of the king, and to safe-
guard the w

ill of the m
ajority and the rights of the m

inority. It m
ay w

ell be true that
through said institutions, w

e have given shape to w
hat w

e now
 call the collective

decision-m
aking process. It seem

s to m
e, how

ever, that even if there are tim
es and

places w
here decisions can be called collective, the responsibility is and m

ust rem
ain

individual. If I do not have a stake in a collective decision, I w
ill take it lightly. T

hat is,
if the outcom

e of the decision w
ill neither gain nor lose m

e anything, that outcom
e

w
ill be of no consequence to m

e, and I w
ill not take the decision seriously. A

 collective

decision seem
s to be m

ore effective if it is considered to be, at its heart, individual. W
e

are m
oving slow

ly in that direction as an international society, but w
e are just at the

beginning of the journey.
T

he justifications “I follow
ed orders” or “the decision w

as taken by the institu-
tion” are all too easy. T

hey should not and do not, in m
y opinion, take aw

ay the
responsibility from

 the individual. H
iding one’s ow

n responsibility behind the cover
of “collective decisions” is pretty m

uch sim
ilar to invoking history or religion as the

culprit for action perpetrated by hum
an beings here and now

, w
hich in turn sounds

very m
uch like the w

ords used by so m
any as justification in the past: “I w

as follow
ing

orders.”
 Im

partiality w
as another concept used by m

any in Europe after W
orld W

ar II
that served the purpose of avoiding responsibility and difficult decisions [A

uthor:
okay addition?]. A

n entire political culture has developed to glorify the concept. So
successful w

ere its proponents that they have convinced m
any around the w

orld that
im

partiality is a quality that organizations like the U
N

 should m
ake their ow

n above
all. A

s I becam
e a practitioner of diplom

acy in w
ar situations—

and, I should add,
bargained for m

y ow
n life or for that of others—

I never found that im
partiality w

as
an operative concept; rather, it w

as another cover-up for som
ething else. It is not

im
partiality that is dem

anded; it is, rather, credibility. To keep m
y w

ord no m
atter

w
hat the cost to m

e is w
hat m

ade the difference.
C

redibility is the consequence of one’s ow
n com

m
itm

ent to the declared objec-
tive. It appeared to m

e m
ore and m

ore that im
partiality w

as not only inoperative but
furtherm

ore a good [A
uthor: better, “easy” or “convenient”?] escape from

 m
aking

decisions and assum
ing responsibility. T

hus, at tim
es, im

partiality is even at odds
w

ith accountability, the very basis of credibility. W
hen dealing w

ith life and death,
credibility m

attered; im
partiality w

as not even called into question. W
hen dealing

w
ith life and death, there is no room

 for those w
ho do not have the courage to m

ake
decisions. Perhaps in a new

 paradigm
 of international relations, w

e m
ay need m

ore
people w

ho have the courage to m
ake choices and assum

e their responsibilities, and
few

er people w
ho stay “im

partial” as a m
eans of avoiding the need to m

ake any deci-
sion at all [A

uthor: okay rew
ording?].

R
eal dialogue m

ay w
ell suggest that w

e revisit the concept of
enem

y and revalue the contribution and the responsibility of
the individual in international affairs.

Should accountability increase at the individual level in international affairs—
and, for that m

atter in societal affairs—
I w

ould subm
it that it should reduce corrup-

tion, abuse of pow
er, and indeed the lightness w

ith w
hich decisions that affect others

are m
ade. I am

 not so sure that even institutional reform
s w

ould really m
ean m

uch
unless w

e introduce a reform
 in the m

indset of individuals. W
hat could be m

ore
effective than to adopt individual accountability, even for institutional decisions, even
for collective decisions—

for all those decisions, in fact, that have a bearing on the life
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and the w
ell-being of others? It is a debatable issue, I know

, as debatable as w
hen U

N
secretary-general K

ofi A
nnan used the term

inology “individual sovereignty” as the
other side of the coin to national sovereignty. B

ut it seem
s to m

e that a new
 paradigm

engendered by a real dialogue m
ay w

ell suggest that on one hand, w
e revisit the con-

cept of enem
y, and on the other, w

e revalue the contribution and the responsibility of
the individual in international affairs. If w

e believe in the greatness of the individual
hum

an spirit and the contribution that each of us individually can provide, then w
e

w
ill unleash the greatness that m

akes that individual accountable for his achievem
ents

as w
ell as for his failures.
W

hen everything is said and done, I, on m
y account, w

ill consider that our ef-
forts to initiate a dialogue am

ong civilizations w
ill have been successful if only one

individual m
ore than today w

ill eventually accept that diversity is not a threat but
rather the beginning of life itself.
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Evolving Institutions and Transatlantic Relations

Toward a European Law

by Gil Carlos Rodríguez Iglesias

The institutions of the European Community1  integrate as well as innovate, incorpo-
rating the policies of member states and establishing new policies applicable to them.
While much has been made of the great efforts required to establish a common cur-
rency, a study of the important task of establishing a community law is also in order.
What is most interesting is that this is a legal order that has its roots in international
law but also resembles many aspects of the national European legal systems. More-
over, it presents its own very specific features—one of the most striking being its
particularly dynamic development.

This evolution is also of significance to the relationship between the United States
and Europe. Common Market law plays an ever increasing role in those transatlantic
relations. As regards judicial contacts, a delegation that included four members of the
U.S. Supreme Court paid a two-day visit to the European Court of Justice in 1998, a
visit that was returned two years later in Washington.

This paper explores some of the challenges inherent in the “europeanization” of
European national laws and, in particular, the function of European Community law
in this process. It explains how the Court of Justice moves from a starting point of
national constitutions and general principles, employs comparative law, and then
emerges with a legal order befitting a community of states, peoples, and citizens.

DEFINING EUROPEAN LAW

Community law is independent, uniform in all the member states of the com-
munity, and separate from, yet superior to, national law. It is built on all the legisla-
tion adopted by the European institutions, together with the founding treaties. The
term “European law,” however, also includes other meanings that must be considered.

On the one hand, “European law” refers to the legal system of the European
Communities. In this sense, it comprises a concept of law that has a real scientific and
legal content. Thus, in terms of legal theory, one would define the legal system of the
European Communities as a positive legal order with clearly defined rules that have
the force of law and that derive from clearly determined sources.

But “European law” can also be used as a means of conceptually categorizing the
points common to the different legal systems in Europe. Thus the expression would
include the laws common to the national legal systems as well as the laws of the

Gil Carlos Rodríguez Iglesias is president of the European Court of Justice. The author would like
to thank Elizabeth Willocks for her assistance in the preparation of this paper.
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supranational legal systems such as the European Convention on Human Rights. In
this way, this meaning refers both to a situation and to a process of europeanization of
the national European legal systems. These two meanings of “European law” are closely
linked since the European Community plays a central role in the process of the
europeanization of national laws.

A NEW LEGAL SYSTEM OF STATES AND CITIZENS

Since Van Gend en Loos in 1963,  the Court of Justice of the European Commu-
nities2 has defined European Community law as a “new legal order of international
law.” In that judgment, the court gave the following reasons to justify the definition
of this order as new:

The objective of the EEC Treaty, which is to establish a Common Market . . .
implies that this Treaty is more than an agreement which merely creates mutual
obligations between the contracting states. This view is confirmed by the
preamble to the Treaty which refers not only to governments but to peoples. It
is also confirmed more specifically by the establishment of the institutions
endowed with sovereign rights, the exercise of which affects Member States and
also their citizens. . . . The conclusion to be drawn from this is that the
Community constitutes a new legal order of international law for the benefit of
which the states have limited their sovereign rights, albeit within limited fields
and the subjects of which comprise not only Member States but also their
nationals.3

This judgment is of major historical significance since it conceives of the Euro-
pean Community not only as a community of states but also a community of peoples
and of citizens. The court made this declaration on the basis of reasoning that refers to
the stated purpose of the treaties, the institutional structure of the European Com-
munity, and its judicial organization—in particular the system of cooperation be-
tween national member-state courts and the Court of Justice provided for in the
treaties known as the preliminary reference procedure. Presently, this concept consti-
tutes an essential component of the acquis communautaire—the expression used to
describe the whole range of principles, policies, laws, practices, rights, obligations,
remedies, and objectives that have been agreed to or that have developed within the
European Community, and that all member states that have joined the European
Community since the first enlargement in 1973 are obliged to incorporate into their
own law. In 1993, when the European Community Treaty was amended, the concept
of the community as one of states, peoples, and citizens was further confirmed and
widened by the addition of new provisions on European citizenship.4

The three fundamental principles that characterize the community legal system,
in particular the principles governing the relationship between the system and the
member states, also stem from this concept of the community:

1. Direct effect, as defined in the van Gend en Loos judgment.
2. Supremacy, as defined in the Costa/Enel 5  judgment of 1964.
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3. State liability for damage caused to individuals as a consequence of
a breach of community law, recognized in the court’s judgment in
1993 in the Francovich 6  case.

The addition of this third fundamental principle completed the scheme of effective
protection of individuals’ rights under the community legal system.

The European Community is conceived of as not only a
community of states but also a community of peoples and of
citizens.

In sum, the rights of individuals protected under the community legal system
derive directly from community law without the need for any additional national
legislative intervention (direct effect); prevail over any national law found to be con-
trary to community law (supremacy); and, where these rights have been harmed by
acts or omissions of the state, give the holders of these rights a right to reparation
(principle of state liability).

SOURCES OF COMMUNITY LAW

On this basis, we next describe in the following order the constitutional prin-
ciples, legislative instruments, and general principles that form the foundation for
European law.

Constitutional Principles. The national constitutions and the constitutional values
common to the member states together constitute a source of law for the identifica-
tion and shaping of the general legal principles of community law—of particular
importance in the field of fundamental rights.

As one might expect, the treaties establishing the European Communities laid
down the rights and obligations governing the member states and the peoples of the
European Communities. They also constitute the fundamental basis for what is called
the constitution of the European Community. This notion is not a merely rhetorical
idea. On the contrary, it is a statement that the court has used to define the commu-
nity as a community of law, a community in which the principles proper to a state of
law are fully applicable. It was with the constitutional nature of the treaties in mind
that the court was able to determine the scope of judicial review and review the con-
stitutionality of legislation and other acts of the community institutions. One of the
most notable judgments in this regard was in the Les Verts case in 1986,7  in which the
court held that all acts adopted by the community institutions were subject to judicial
review even where the treaty itself did not expressly provide for the review of acts of
one of those community institutions. The court reasoned that

the European Economic Community is a Community based on the rule of law,
inasmuch as neither its Member States nor its institutions can avoid a review of
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the question whether the measures adopted by them are in conformity with the
basic constitutional charter, the Treaty. . . . The Treaty established a complete
system of legal remedies and procedures designed to permit the Court of Justice
to review the legality of measures adopted by the institutions.

Again, in its Opinion 1/91 on the draft agreement on a European Economic Area , the
court reaffirmed the idea that “the EEC treaty, albeit concluded in the form of an
international agreement, none the less constitutes the constitutional charter of a com-
munity based on the rule of law.”8

The constitutional dimension of community law, however, has a wider scope
than the treaties establishing the European Communities. In an indirect way, the
community legal order also has its constitutional basis in the constitutions of the
member states. It suffices to recall in this respect that in order for each state to join the
European Community, it must have the national constitutional basis to allow it to do
so.

On the other hand, given that the member states retain a constituent power in
the community, any substantive modification that is made to the treaties in the pro-
cess of European integration—in other words, any “constitutional amendment” of
the community—first needs the necessary constitutional basis in each member state.
For example, in order to be able to ratify the Treaty on European Union of 1992, a
number of member states had to make amendments to their national constitutions,
which in some cases required national referendums on the proposed amendments. It
is worth bearing in mind that while this might seem like a procedural hurdle, in fact
these national constitutional amendments have played a substantial part in reinforc-
ing the democratic legitimacy of the community legal order and of the integration
process.

Legislative Instruments. The community institutions adopt the basic legislative
instruments used to unify the law within the community: regulations, directives, de-
cisions, and so on. These measures are particularly significant since they are in large
part immediately applicable in each of the member states by virtue of the principles
of community law.

The most common legislative instrument is the directive, a framework law that
requires the member states to adopt and implement domestic legislation within a
specified time. It is designed as a means of achieving a common law in Europe through
domestic legislation. Thus, the directive does not have direct effect unless a member
state fails to adopt and implement executing legislation or incorrectly implements the
directive.

Domestic legislation adopted on the basis of a directive has to be interpreted in
conformity with specific principles aimed at achieving the result envisaged by that
community measure of legislative harmonization. Since 1984, the relationship be-
tween directives and domestic law has been the subject of a number of important
judgments from the Court of Justice. Some of the most significant were in connection
with the European Council directive on the principle of equal treatment of men and
women in the workplace.
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The first judgment in this line of case law was in von Colson.9 In this case, a
German court questioned the compatibility of a provision of the German civil code
with the directive, and for this reason referred the matter as a preliminary question to
the Court of Justice. In its view, the German provision could only be interpreted as
providing for a very limited right to damages in a situation where a job applicant had
been discriminated against on grounds of sex.

National constitutional amendments have played a
substantial part in reinforcing the democratic legitimacy of
the community legal order and of the integration process.

The Court of Justice confirmed that, in applying national law and in particular
national legislation specifically adopted to implement the directive, the national court
had to interpret its national law in the light of the wording and the purpose of the
directive in order to achieve the result referred to in the treaty, whereby a “directive
shall be binding as to the result to be achieved.”10  Since the von Colson judgment, this
dictum has been reiterated many times as constituting the basis for interpreting na-
tional law in conformity with community law. The court went on to say that

it is for the national court to interpret and apply the legislation adopted for the
implementation of the directive in conformity with the requirements of
Community law in so far as it is given discretion to do so under national law.11

This obligation was strengthened in the Marleasing12  judgment, in which the
court held that the national court is required to interpret national legislation insofar as
it is possible in the light of the wording and purpose of the directive. This obligation
also holds in situations such as in the Wagner Miret 13 case, where the state considered
that it was not necessary to modify domestic law because it already had fulfilled the
requirements of the directive.

Although these cases concerned directives, the obligation of “sympathetic inter-
pretation” applies to any provision of community legislation, including, most impor-
tantly, the treaties. Thus the principle of free movement of goods, which is provided
for in the treaty, has had quite an impact on the interpretation of domestic provisions
on unfair competition. The principle of freedom of establishment, also provided for
in the treaty, has had an impact on those aspects of company law and fiscal law that
have not been harmonized.

The uniform effect of directives is not confined to the European Community.
From a legal point of view, the unification process extends in large measure to the
European Economic Area—the area comprising non–European Union (EU) member
states Norway, Iceland, and Liechtenstein. Moreover, EU directives also influence the
laws of countries belonging to neither the European Economic Area nor the Euro-
pean Community. The obvious examples are those countries in Central and Eastern
Europe that are applicants to join the community and that are now in the process of
adapting their legislation to meet the requirements of community law (although not
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legally bound to the community) and Switzerland, whose legislation has been consid-
erably influenced by the legal models adopted in the community.14

General Principles. General principles of law represent important basic values such
as the respect of fundamental rights and the principle of democracy. Some are found
in the treaty itself, such as prohibitions on discrimination on grounds of nationality
and gender, as well as the principle of sincere cooperation on the part of the member
states. Others are found in the provisions of secondary law.

Nevertheless, the general principles mainly originate in the national legal orders,
and the court’s case law has played an important role in their integration into the
community legal order. Many of these principles have been recognized by the court as
having constitutional status and have consequently constituted a parameter of legal
control (which is in fact constitutional control).

The protection of fundamental rights has been shaped by the court’s case law,
which in turn has been formed on the basis of the general principles of the laws
common to the legal systems of the member states. In the field of human rights, these
general principles usually stem from two sources:

1. the constitutional values provided for in the national constitutions
and guaranteed by the respective constitutional courts in the mem-
ber states; and

2. the European Convention on Human Rights as interpreted by the
European Court of Human Rights.

By referring to the European Convention on Human Rights, the Court of Justice
bases itself upon an already existing standard of protection of international relevance.
This means that the convention will remain a yardstick for the development of funda-
mental rights within the European Union because those rights are, as the Court of
Justice has emphasized, the expression of legal traditions common to all member
states

THE ROLE OF COMPARATIVE LAW

The European Community Treaty entrusts the Court of Justice with the task of
defining the rules governing the noncontractual liability of the community on the
basis of an analysis of comparative law.15  It goes without saying that this necessarily
implies a certain creative law-making role. The court has also used comparative law
techniques in other areas of community law. In the field of fundamental rights, for
example, the court takes the constitutional traditions of the member states and the
international treaties to which the member states are signatories as a first point of
departure.

A particularly interesting example of the use of the comparative law method was
in the AM & S16  judgment, in which the court conducted considerable research in
order to define the scope of the term “legal privilege,” whereby correspondence be-
tween lawyers and their clients benefits from special protection in antitrust proceed-
ings. There were provisions in neither primary nor secondary law in respect of this
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principle, and the court therefore asked the parties to take a position on the law of the
different member states on the question. It is interesting to note that the court consid-
ered the question of such importance that it reopened the oral proceedings in order to
allow the parties to make their arguments on the point. In the hearing, given the
importance of the principle for the legal profession, the Consultative Committee of
the Bars and Law Societies of the European Communities was granted leave to inter-
vene and made a particularly pertinent contribution. Advocate General Sir Gordon
Slynn also made a thorough study of the comparative law considerations in his opin-
ion to the court.17

In its judgment, the court confirmed that

Community law, which derives from not only the economic but also the legal
interpenetration of the Member States, must take into account the principles
and concepts common to the laws of those States concerning the observance of
confidentiality, in particular, as regards certain communications between lawyer
and client. That confidentiality serves the requirements, the importance of which
is recognized in all of the Member States, that any person must be able, without
constraint, to consult a lawyer whose profession entails the giving of independent
legal advice to all those in need of it.18

The court found that it was apparent from the legal systems of the member states
that, although the principle of such protection was generally recognized, its scope and
the criteria for applying it varied. The court concluded that

Apart from these differences, however, there are to be found in the national
laws of the Member States common criteria inasmuch as those laws protect, in
similar circumstances, the confidentiality of written communications between
lawyer and client provided that, on the one hand, such communications are
made for the purposes and in the interests of the client’s rights of defence and,
on the other hand, they emanate from independent lawyers, that is to say, lawyers
who are not bound to the client by a relationship of employment.19

Thus the court concluded that given those conditions, the confidentiality of corre-
spondence between lawyer and client is protected by community law.

It is generally the case that the different legal orders provide
similar solutions to legal problems, despite the technical and
dogmatic variations in the route taken.

As eminent legal writers and former judges of the court have pointed out,20  the
use of the comparative law method is especially common when the court is in the
process of deliberating the drafting of its judgments, although this is only rarely men-
tioned in the judgments themselves.

For the judge, a full consideration of the contrast of the different laws of the
member states is of extraordinary importance. Interestingly, the differences often are
not so great as one might expect. Indeed, it is generally the case that the different legal
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orders provide similar solutions to legal problems, despite the technical and dogmatic
variations in the route taken. Even within the Court of Justice, the differences in
approach of the judges as regards questions of substantive law are rarely attributable
to their respective legal traditions. On the contrary, the judges are more conditioned
by their national legal background when it comes to questions of procedure.

One can see an increasing process of europeanization in legal
thinking and a greater convergence among the national legal
orders.

Of course, comparative law research sometimes finds that there is no uniform
solution to be found in the law of the member states. In those cases where there is a
wide divergence among the solutions provided by the national laws, the court inevita-
bly has to make a decision itself on the scope of the concept in community law. The
judgment in the Puma case21  on trademarks is a good example. This case provided the
first opportunity for the court to interpret the concept “risk of confusion” as provided
for in the first directive on the harmonization of trademark law. There were two
incompatible approaches to this concept. The court, charged with providing a single
interpretation applicable throughout the community, had to decide between the Ger-
man and the Benelux approaches, in the end opting for the German model.

FINAL CONSIDERATIONS

When dealing with a question of European Community law, the most important
thing to bear in mind is that in contrast with the national legal orders, the European
Community legal order is neither an isolated nor an insulated legal phenomenon.
One of its essential features is its integration with the national legal orders. The prin-
ciples of direct effect, supremacy, and liability precisely refer to the relationship be-
tween the community’s legal order and those of its member states.

The creation of a European law does not entail the suppression or substitution of
national legal orders but rather the coexistence and joint operation of a plurality of
legal orders. The upshot of the development of community law has been intense legal
harmonization, brought about in two ways:

1. common community legislation, which prevails over national legis-
lation; and

2. legislation adopted on a national level that in substance constitutes
a common law across the different national legal orders.

One can also see an increasing process of europeanization in legal thinking and a
greater convergence among the national legal orders. This convergence, which has
resulted in a proliferation of common legislative provisions, has been the subject of a
number of studies made in the fields of constitutional law as well as in administrative
and private law.22
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Insofar as this process of europeanization extends beyond the boundaries of Eu-
ropean Community or European Economic Area law, it constitutes more of a phe-
nomenon of culture than of positive law. A two-way process is at work: European
Community law has been a determining factor in the europeanization process, which
in turn has had an impact on the development of community law itself.

The process of unifying law is not without limits, however. The legal order of the
European Communities is based on principles of both conferred powers and
subsidiarity, both of which constitute limits on the scope of community laws. Thus,
important areas of the law, such as criminal or family law and the law on property and
succession, continue to be governed wholly if not exclusively by the domestic law of
the member states.

Lastly, it is important to stress that European law does not question in any way
national or regional identity or its specific legal features. On the contrary, such spe-
cific roots are an essential element to the European legal culture. The European Com-
munity and its law derive strength not in spite of the diversity of its members, but
because of it.
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Evolving Institutions and Transatlantic Relations

Reforming the Global Financial Architecture

by Philippe Maystadt

Financial stress and crises are rarely contained by national borders. Yet, financial regu-
lation remains largely in the domain of the nation-state. The international financial
crises of the past decade, in particular, have raised calls for increasing international
coordination of financial regulation and supervision.

The world came dangerously close to a global financial meltdown in the autumn
of 1998, as the currency crisis in emerging markets spread quickly to developed coun-
tries. The mechanics of that crisis, detailed elsewhere,1  have fuelled a renewed debate
on whether the “global financial architecture” needs to be reformed. The focus of this
debate has largely been on the need to introduce sufficient checks and balances to
avoid financial near-meltdowns in the future. But a revamped global financial archi-
tecture can also be justified from a longer historical perspective, not only to reduce
the risk of crisis but also as a conduit for global economic growth and prosperity.

Given their dominant positions in the world economy and financial system, the
United States and the European Union (EU) will inevitably play leading roles in
efforts toward reform. Any agreement on standards, supervision, or regulation reached
between these two blocs is likely to create a benchmark for the rest of the world. But
there are also a host of problems between the United States and EU in this area. The
habit of insisting on national sovereignty in the area of financial regulation and super-
vision dies hard, even when the benefits of coordination may be obvious.

BALANCING INSTITUTIONAL COMPETITION AND HARMONIZATION

One can interpret the evolution of the international financial architecture and
financial organization as the synthesis of two opposing forces: competition for savings
and technological innovation. These forces combine to create and refine financial
instruments best suited to the needs of end users and to push financial sector produc-
tivity upwards. They are at the same time tempered by the regulatory and supervisory
constraints that aim to reduce the systemic risks associated with the expansion of the
global financial system. The need for balance is paramount. If there is too much
regulation, the financial sector will be unable to adjust to a changing world, which
will in turn hamper economic growth. If there is too little or inappropriate regula-
tion, systemic risks will threaten financial stability.

The many lessons from the convulsions of the global financial system over the
past three decades have gradually led to a reassessment of the financial architecture

Philippe Maystadt is president of the European Investment Bank.
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inherited from the Bretton Woods era. In retrospect, it is clear that the heavily regu-
lated financial sectors were largely unsuitable for a world of free capital mobility.
Capital markets were rudimentary, which meant that international capital flows were
mostly channeled through the banking system. This lack of diversification generated
significant systemic risks. Such shortcomings convinced policymakers that financial
deregulation was needed to make financial systems more flexible and adaptable. Most
countries accept today that capital mobility, financial liberalization, and institutional
competition have brought substantial benefits to the functioning of their economies.

A revamped global financial architecture can be justified not
only to reduce the risk of crisis but also as a conduit for
global economic growth and prosperity.

Excessive regulation of financial sectors during the Bretton Woods era led to
static conditions. Government-controlled regulation is slow to adjust to a changing
economic environment, and it is not clear that political decisions always result in
greater efficiency. Whereas the evolution of financial institutions was largely driven
and constrained by the political decision-making process for much of the postwar
period, it is now increasingly determined by market forces. “Institutional competi-
tion” is the acceptance—very much recognized within the EU—that centralized at-
tempts at harmonizing legal and regulatory frameworks risk undermining the creative
and efficiency-enhancing aspects of competition. By allowing competing legal and
regulatory regimes to coexist, competition might over time allow the most efficient
frameworks to survive at the expense of the less competitive. This has also been re-
ferred to as “institutional Darwinism.”2  Competition thus introduces a dynamic cre-
ative element in the evolution of institutions that is a key driver of efficiency gains
that boost economic welfare. The international mobility of skilled labor and capital
makes economic growth prospects increasingly sensitive to relatively small differences
in institutional competitiveness. In order to avoid a drain of capital and skilled labor,
second- or third-tier governments are forced to adopt best practices.

As the EU experience has shown, institutional competition may also be a prag-
matic solution to otherwise insurmountable differences in regulation across coun-
tries. Rees and Kessner have studied the prospects for harmonizing insurance industry
regulation in Europe.3  While in the United Kingdom the insurance industry has been
relatively loosely regulated, German regulation has been much more restrictive. Strong
national traditions and the opposing characteristics of the two models made swift
convergence in national legislation difficult to achieve. Neither country would will-
ingly abandon its model in favor of the other.

Under these circumstances, allowing both regulatory frameworks to coexist be-
came the only feasible way to integrate the different systems. In the end, institutional
Darwinism may come up with a winner. Rees and Kessner predict that the tightly
regulated markets of Germany will eventually become more like the loosely regulated
U.K. market, but ex ante a superior model can be extremely difficult for legislators to
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determine. In the meantime, international harmonization efforts will focus on estab-
lishing a smaller set of minimum standards for all to follow, guarding against systemic
risks while not trying to micromanage institutional development.

The above-mentioned example is largely applicable to financial institutional de-
velopment on a global level. Apart from the likely gains in efficiency to be expected
from institutional competition, attempts at detailed harmonization of regulatory and
supervisory frameworks are likely to fail on practical grounds. The regulatory frame-
works of individual countries largely developed in isolation during the postwar pe-
riod, since little international harmonization was called for when capital mobility was
negligible. This has left the world with large cross-country differences that are deeply
ingrained in national traditions and culture. Choosing a single superior model to
supersede these national frameworks would require that countries could agree on a
single model. In a world of second-best solutions, however, there are usually several
equally worthy models. Individual countries may also be deeply convinced of the
superiority of their own model, even though they may fail to convince others to
follow. A country considering itself to be at the forefront of institutional progress and
competitiveness could rightly have a skeptical attitude towards international regula-
tion that would pull it back from best practice and its institutional lead. Such a coun-
try would be most likely to adopt the attitude of conforming only to international
standards that exactly replicate its own. To the extent that the laggards have reason
not to adopt best practice from the leader, they would be the ones pushing hardest for
an international standard to be adopted by all, thus softening the leader’s competitive
edge. Obviously, the leader would never agree to this. Allowing different frameworks
to coexist and compete is likely to be the only politically viable solution under these
circumstances, hoping that those with inferior models would eventually be forced to
adopt the best practice solutions of the leader in order to close the growth gap and
stem the drain of capital and skilled labor.

THE ROAD TO REFORM

Some minimal standards may be imposed through agreements by national gov-
ernments to level the playing field and reduce systemic risks, but following the rea-
soning above, these are likely to be limited in scope. Therefore, there is a role for both
voluntary agreements between financial institutions themselves and governmental
regulation.

Private Agreements on Standards and Self-Supervision. A lack of standards may be
associated with higher transactions costs for all parties. Entering a new market with
unknown and different standards in areas such as accounting involves a steeper learn-
ing curve that tends to discourage international transactions. Different uses of finan-
cial tools introduce extra transaction costs for anyone crossing a national border to
make a financial investment. But just as private manufacturers of electronic equip-
ment often join each other around a common standard to attract a maximum number
of customers, financial institutions (and national regulatory authorities) can volun-
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tarily agree on standards for their international interaction in order to reduce these
transaction costs.

One example of such voluntary agreements was introduced by Goldstein, who
suggested that financial institutions could alleviate the problem of asymmetric infor-
mation by supervising each other in a global club with rigid membership criteria.4

Any member willing to make the sacrifices should be allowed to join the club, and
thus enjoy the better access to funds. Members have a strong incentive to make sure
that others meet the standards, since the value of being a member would be under-
mined by the failure of any one member. Voluntary clubs among private institutions
thus represent a form of regulatory and supervisory development that is not imposed
by governments and thus should not undermine gainful institutional competition.

The habit of insisting on national sovereignty in the area of
financial regulation and supervision dies hard, even when the
benefits of coordination may be obvious.

Government Agreements. Politically generated agreements to set standards on an
international level would be the reserve for cases where private agreements cannot be
reached. Negative externalities would be the typical situation. Market imperfections
such as moral hazard and adverse selection give rise to recurring crises in both the
domestic and international arena. To the extent that such crises take on a systemic
form, it is unlikely that private agreements can be reached that would reduce these
risks sufficiently. This provides a key justification for government intervention in the
area of regulation and supervision but would be limited to minimum standards, alle-
viating the worst risks rather than engaging in detailed micromanagement of the regu-
latory framework. This suggests that agreements of this kind are more suitably fo-
cused on establishing principles of conduct rather than trying to impose long lists of
rules for individual situations.

Broadly speaking, national or international regulation can be justified by some
form of market failure, such as moral hazards and coordination failures.

Moral hazard is the most commonly cited form of market failure in this context.
An example is when expectations of a future bailout of the financial system by devel-
oped countries prevent local authorities from taking painful but needed action to
avert crisis in its early stages. Financial fragilities can then build up through excessive
and poorly allocated lending, resulting in overexposure that raises the risk that one
bank failure will spread to the whole banking sector. The grave costs to the domestic
economy of a widespread collapse of the banking sector mean that few governments
can credibly commit not to bail out banks in such an event. Anticipating that the
government will bail out the banks, foreign creditors become confident that their
claims on banks can be treated as implicit sovereign claims. This tends to increase
capital inflows to banking sectors that on their own merits would not deserve such
preferential treatment. The local banks themselves are similarly affected by the dis-
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torted incentives created by expected future government bailouts, generating behav-
ior that raises the likelihood that a bailout will indeed be necessary.5

This kind of moral hazard cannot be easily averted but can be alleviated through
regulation that prevents the imbalances from arising in the first place. Tying the hands
of government is one way to change expectations of future bailouts, but since a gov-
ernment may not be able to do so on its own, international agreements can be help-
ful. The financial sector itself must also be regulated and supervised so that imbal-
ances are discovered at an early stage. Regulation such as a minimum capital ratio can
also change the incentive structure of the banking sector by making sure that the
owners of banks stand to lose significantly by allowing a crisis to emerge. Moral haz-
ards associated with explicit or implicit guarantees of banks and their depositors might
be alleviated by creating narrow banks, where deposit insurance would only apply to
banks holding relatively risk-free assets. More risky lending would be conducted by
uninsured finance companies. On the other hand, the bailout of Long-Term Capital
Management (LTCM), a major U.S. hedge fund with highly leveraged positions across
a broad range of markets and linkages to many other financial institutions, showed
that once systemic risks are present, governments may be forced to bail out nonbanks
as well. Narrow banking alone thus would not eliminate all moral hazard problems.

Coordination failures occur when competitive regulatory policies result in an equi-
librium that makes all parties worse off, or one that is associated with substantial
systemic risks. For example, if countries were being pushed into weakening their regu-
latory protection of banks, or if their ability to tax capital were undermined as a result
of international competition, international coordination may be justified to “level the
playing field.” If used only where coordination failure truly gives rise to inefficient
solutions, such coordination could augment rather than undermine the benefits of
institutional competition, boosting efficiency and growth.

THE ROLE OF INTERNATIONAL STANDARDS

There are several areas where minimum international standards are likely to be
beneficial.

• Bank Regulation. The Bank for International Settlements’6  1988
Basel Accord—with its 8% minimum capital requirements—and
1997 Core Principles—which added standards for sound supervi-
sion and regulation—stand as a high-water mark of the interna-
tional financial standards process, but rapid progress in this area is
impeded by the consensus-based decision process. While providing
some protection against insolvency in developed banking systems,
the minimum capital requirements are often insufficient in emerg-
ing markets, where a higher capital share might be required to offset
the weaker regulatory and supervisory capacity.

• Securities-Market Regulation. Coordinated action among creditors
was easier when most international lending was conducted through
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a limited number of large international banks. In recent years, the
growing role of bond markets in international lending has under-
mined the scope for coordination among the now much greater
number of creditors in the event of a debt crisis. Attempts by gov-
ernments and international organizations to impose collective-ac-
tion clauses on bond markets have been resisted by the private sec-
tor.

• Data Dissemination. The International Monetary Fund has issued
data dissemination standards aimed at making countries seeking to
draw on international capital markets provide sufficiently good and
timely data for investors to assess the strength of their economy,
institutions, and finances.

• Corporate Bankruptcy Reform. Adequate bankruptcy procedures are
important also within a national context, and thus may not need
international coordination. In the international setting, however,
coordination and regulation has the additional function of com-
pensating for the lack of a transnational legal system. Indeed, the
inability to use the legal system of one’s home country to enforce
contracts abroad is a key element in what is generally referred to as
country risk.

Harmonization steps should not be seen in isolation. The overall financial archi-
tecture in most developed countries and at the worldwide level should not be seen
from the narrow angle of institutional classification only. A clear convergence of fi-
nancial organization is visible, and various forms for channeling finance from savers
to borrowers are in constant competition. This is often described as the “Americaniza-
tion of finance”: the trend for market-based intermediation to gain to the disadvan-
tage of traditional bank intermediation, which has been the mainstay of the continen-
tal European and Japanese financial models.7

The Financial Stability Forum (FSF) represents an attempt to rectify the notable
lack of coordination—or even communication—between national governments and
regulators with respect to financial supervision and regulation. It is essentially a semi-
independent discussion forum composed of:

• national authorities responsible for financial stability in significant
international financial centers, namely, treasuries, central banks, and
supervisory agencies;

• sector-specific international groupings of regulators and supervisors
engaged in developing standards and codes of good practice;

• international financial institutions charged with surveillance of do-
mestic and international financial systems, as well as monitoring
and fostering implementation of standards; and

• committees of central bank experts concerned with market infra-
structure and functioning.8
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The FSF’s creation in 1999 followed the LTCM meltdown, which showed that
mature markets are not immune to financial crisis originating in emerging markets
and that the rapid expansion of nonbank financial institutions is creating new sources
of risk to financial stability. Hans Tietmeyer, who played a leading role in the FSF’s
creation, identified a lack of coordination among national governments, financial
regulators, and international institutions as one of the weaknesses threatening the
stability of the global financial system.

On major issues, partial agreement on the need for regulation
and supervision may be enough to generate action at national
levels.

It would be presumptuous, however, to think that the FSF represents the founda-
tion of a global financial regulator. National governments continue to see financial
regulation and supervision as their own domain and are extremely reluctant to hand
this responsibility over to an international body. Progress in achieving tangible results
at the FSF has been slow for similar reasons. Some agreement has been reached in the
area of offshore financial centers, which is one of the less contentious issues. Other
FSF working groups face greater obstacles to reaching international agreement. The
working group on hedge funds recommended greater disclosure and supervision of
these institutions in light of their ability to destabilize the entire financial system.
Hedge funds are not regulated the way banks are, and their investors are not protected
by deposit insurance. Nevertheless, their sheer size and widespread links to other
institutions produce notable systemic risks that may warrant their regulation in the
future. Another FSF workshop has been looking at international capital flows, an
issue where international agreement is likely to be highly contested. But the fact that
these areas are not easily subjected to international agreement does not mean that no
progress can be made. On major issues, partial agreement on the need for regulation
and supervision may be enough to generate action at national levels. Marginal differ-
ences in national measures are probably less serious than no action at all. This suggests
that an international discussion forum can bring progress in coordination where this
is possible and still allow some healthy and necessary institutional competition to
continue.

WHO STANDS TO GAIN?

The efficiency gains from having a more developed and competitive global finan-
cial system are likely to be substantial, at least for the more advanced countries of the
world economy. Based on neoclassical growth theory, however, the greatest benefits
from internationally mobile capital should be enjoyed by emerging markets. Free
international capital mobility allows the world’s savings to seek out the best invest-
ment opportunities, that is, the investment projects with the highest rate of return.
Since less developed countries should have ample opportunity to adopt existing tech-
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nologies, they should be the ones offering the highest rates of return. All other factors
equal, persistent current account deficits in developing countries that are financed by
net capital inflows should in this context be a way to achieve faster economic conver-
gence across countries. However, this idealized and long-term positive state is not
necessarily what is observed in practice.

In the eyes of investors, the United States is apparently the
world’s greatest “emerging market.”

In reality, institutional differences across countries are so large as to often dwarf
the excess returns envisioned by neoclassical growth theorists. One of the key lessons
of the Asian crisis was that a massive inflow of foreign capital into economies with
weak financial systems risks being squandered on projects with low rates of return,
sometimes fuelling real-estate bubbles rather than productive investment. The short-
term nature of a large portion of that capital also tends to weaken the link to the long-
term growth potential of the capital-importing economies. Foreign investors with a
relatively short-term investment horizon are more likely to take short-term move-
ments in interest rates and exchange rates into consideration, rather than an economy’s
long-term growth potential, when determining where to put their savings.

The last few years are particularly illustrative of how different short-term ex-
pected rates of return can be from what is predicted by neoclassical growth theory.
The sum total of all current account surpluses in the world can be said to represent
excess savings in search of investment projects elsewhere. In the late 1990s, the United
States absorbed as much as two-thirds of these flows. Its high level of economic devel-
opment and its role as a technological leader would suggest that the United States
should not be able to offer as high a return on investment as emerging markets. Inves-
tors have been of a different opinion, pouring capital into the economy on a scale that
has put a persistent upward pressure on the dollar and financed an ever widening
current account deficit. In the eyes of investors, the United States is apparently the
world’s greatest “emerging market.”

Whether the U.S. economic expansion will eventually turn sour remains to be
seen, but the very perception by foreign investors that U.S. assets offer a better rate of
return nevertheless suggests that a number of institutional factors—including the ef-
fectiveness of the domestic financial sector—play an important role in determining
the actual rate of return on investment. This also raises the question of how much
emerging markets with weak institutions actually benefit from the globalization of
finance. To benefit, emerging markets need long-term capital, rather than the volatile
portfolio flows that they have mostly received. But such long-term flows are more
sensitive to country risk (for instance, interpreted as the enforceability of contracts
with respect to sovereigns also in the presence of systemic financial crisis). In order to
make all emerging markets benefit from globalization, efforts to set minimum stan-
dards for the international financial architecture need to focus on how such country
risk can be reduced and on ways to promote long-term capital flows that are more
conducive to development.
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CONCLUSIONS

The overall success of the global economy in recent decades is partially the result
of increased globalization. However, recurring crises indicate that there is much scope
for improving the international financial architecture. Although there is no set rule as
to how such progress will be made, one can argue that there is some optimal balance
between international regulatory harmonization and institutional competition that
will yield the best results. A fine balance must be maintained between the creative
forces of institutional competition and excessive transaction costs.

Recurring crises indicate that there is much scope for
improving the international financial architecture.

Cooperation and coordination between the United States and the EU is vital.
The difficulty in yielding national sovereignty in this area is visible enough within the
EU itself, which, despite the creation of a common currency, has refrained from cre-
ating a common financial regulatory and supervisory agency. Merger attempts in the
financial sector often turn out to be regulatory nightmares, which slow the pace of
healthy financial sector consolidation. The increasingly integrated global financial
system needs a more consistent approach to how it is to be regulated and supervised,
but this realization will need to be more readily accepted by national governments.
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Evolving Institutions and Transatlantic Relations

Interview with Thomas R. Pickering:
Preserving Centers of Sovereignty

Thomas R. Pickering is perhaps the most distinguished and respected
career diplomat in the U.S. Department of State. He holds the personal
rank of Career Ambassador, the highest in the U.S. Foreign Service. He
has served as ambassador to six countries and the United Nations, and
is currently Under Secretary of State for Political Affairs. Ambassador
Pickering has a distant cousin who was another notable public servant:
his ancestor Timothy Pickering served successively as Postmaster Gen-
eral, Secretary of War, and Secretary of State under George Washington
and John Adams. Tonya Ugoretz interviewed Ambassador Pickering in
his office at the State Department on August 2, 2000.

EUROPEAN UNION

Seton Hall Journal of Diplomacy and International Relations: U.S. officials have been
uniform in their praise for the continued integration of Europe. Are there limits,
however, to that support? Specifically, should there be some concern that the transat-
lantic relationship may not always be as rosy as it is today, and that the consolidation
and strengthening of Europe might conceivably pose a threat to the United States
someday, whether economic, political, or military?

Ambassador Pickering: This is an interesting question because we are a federation our-
selves. We look back historically at a close partnership with Europe, and we see long-
term advantages in Europe being able to operate on a broad basis as an economy and
as a polity which is whole and free.

Clearly, there have always been drawbacks. There’s no free lunch in diplomacy,
and one of the drawbacks has been that Europe is creating a huge economy and a
huge political structure that would be a competitor.

Most of us tend to believe that competition is good, and that competition fairly
handled—and that’s an important qualification—can generally stimulate more effi-
ciency in production, greater efforts to improve products, lower prices for consumers,
and all those benefits that, as believers in competition, we shouldn’t be afraid of. We
obviously should do everything we can to ensure that it’s fair.

Since the 1940s, we’ve had a view that areas of freer trade, whether they were
customs unions or free trade areas, are normally in our interest unless, as a result of
increasing trade within the area, the area found ways to become more protectionist.
So we have always tried to insist that as Europe becomes increasingly more open with
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respect to its trade, it doesn’t turn around and become more closed to the outside
world. We and the developing countries, under the Lomé agreement that has been
renewed for many years, have worked hard with the Europeans to promote a wider
expanse of free trade, even as they were moving in the trading area to improve their
own activities.

There is a corollary to that: if, in fact, a Europe that is becoming increasingly
whole and free becomes more protectionist, more closed off, more hidden from the
rest of the world, either in political or in economic terms, then obviously it has disad-
vantages. The good news is that Europe as a collection of democratic states has fol-
lowed the opposite course. So I think we have high confidence that Europe is on the
right track, that European integration makes sense, and that the downsides, which at
this point are more potential than real, can be avoided.

We have high confidence that Europe is on the right track.
And, we have always watched those downsides very carefully. It isn’t a kind of

mindless U.S. support for anything that Europe wants to do. After all, we have trade
problems with Europe these days—bananas and beef among them. But, it is a set of
circumstances which allows us both to negotiate and, within the World Trade Organi-
zation, to carry forward our trading relationship on a basis where our relative negoti-
ating leverage is not undermined, where we have an equal standing with the Europe-
ans, and where we can defend our own interests. Our effort should be to resolve trade
disputes as early as possible and as creatively as possible—not to perpetuate them or
to cascade in measures of retaliation without a solution. The measures of retaliation
are designed as temporary to provide a basis for solution.

SHJDIR: You mentioned the United States’ history as a federation, and the European
Union right now is philosophically going through a state of flux, not sure of what its
eventual form will be. Do you have an opinion on what form it might ultimately
take?

Pickering: I think it would be a stretch to try to shoehorn Europe into one stereotype
or another. That said, Europe has shown an increasing tendency, in my view, to come
together in a serious way while preserving centers of sovereignty. It has the hallmarks
of a very close federation in some areas. For example, each part of Europe is respon-
sible for the admission of aliens to the whole, and still retains the attributes of real
sovereignty in terms of issues of war and peace that are decided in capitals by govern-
ments and parliaments rather than by Brussels. But, I think the general direction has
been toward greater unity while still according respect for the states involved.

The old issues of sovereignty always play here. In fact, states, as a sovereign act,
have turned over certain authority to regional and international bodies or to groups
of states. This is in full exercise of sovereignty, and the notion that this is a diminution
of sovereignty could only have application if they were forcibly required to enter these
arrangements rather than doing so of their own free will. I reject the notion that there
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is a kind of inevitable, irrevocable diminution of state sovereignty rather than a con-
tinuous exercise of state sovereignty in the better interest of each state’s own people
through broader cooperation.

I reject the notion that there is a kind of inevitable,
irrevocable diminution of state sovereignty.

Sovereignty isn’t something that is static. It’s a concept that is used to promote the
interests of the state. And, if the interests of the state are promoted by greater coopera-
tion, then that in itself speaks well of the use of the concept rather than in some way
demeaning it.

SHJDIR: The issue of sovereignty and international organizations is a very interesting
one.

Pickering: It’s a little philosophical, and, in some ways, we are in danger of putting the
concept ahead of its meaning.

SHJDIR: Some might say that it’s a slippery slope, that you can’t give up just a little
bit of sovereignty . . .

Pickering: Well, you always have the right to withdraw from treaties; however, you
have to pay for it. Going in, you get benefits; coming out, you subtract benefits for
the people you made the deal with, and therefore it costs you. But, that’s the general
deal you have to undertake.

NATO’S ERRANT BOMB

SHJDIR: In June 1999, you had the unenviable task of traveling to a very heated
Beijing, standing before the Chinese government, and explaining to them what went
wrong in the NATO bombing of the Chinese embassy in Belgrade. What was that
like for you?

Pickering: On all of these kinds of occasions, I think it is extremely important that
you are as truthful and straightforward as you can be in a discussion, in order to
maintain reasonable relations with another country. Obviously, the fact that we had,
through a terrible mistake, bombed and destroyed a Chinese embassy was not an
enviable arrangement to have to set out. But, we did a lot of research, and I was ably
supported by a very strong interagency team. We reviewed all the files, and we all
agreed on precisely what had happened. We explained our findings to the Chinese in
extensive detail, along with maps and diagrams, to let them know precisely where the
mistake had originated and why it had happened. And, of course, we talked to them
about what we were going to do to avoid a mistake like that in the future. Then, we
discussed the question of compensation, which was later pursued by other people.
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So, it was in that sense straightforward. The Chinese were not pleased to hear
what happened, but I believe that despite the fact that they had said we weren’t cred-
ible—which I think was said for public consumption at home—they responded to
the discussion we had with serious questions. That was helpful because we were then
engaged in explaining clearly what had happened, and at the end of the day, they had
all of their questions answered, even if they didn’t want to admit that in public. One
of the most interesting things was that within hours of my discussion with them, they
published for their own people in their own news agency a very thorough summary of
what I had said, very accurate in all of its detail.

IMAGE AND ENGAGEMENT

SHJDIR: Is anti-American sentiment abroad, and particularly in Europe, rising? How
does the State Department view reports of this? Is it dismissed as jealousy on the part
of other states, or is it considered a real problem that in the long term could affect our
standing?

Pickering: I don’t think that overall our polling data confirm a strong shift in public
opinion in a serious way. Many of these reports are anecdotal, though there is evi-
dence from time to time of individual actions that clearly either smacked of or seemed
to be the result of anti-Americanism in a prejudicial sense. But, we do take press
statements, public criticisms, and the like as matters of serious concern. It’s important
to analyze the reasons behind such sentiments, and we’ve come to a number of con-
clusions. One is that it’s hard to be the biggest fellow on the block. Also, there may be
ways in which we can change and improve the tone and content of our diplomacy to
deal with these sensitive issues. I don’t think anybody is contemplating any funda-
mental changes in our policies, which are basically reflective of our own interests and
how we can best promote them. But, I do think that increasingly, we have tried to
adopt a more consultative relationship with foreign countries, talking to them before
we make decisions rather than just telling them what our decisions are.

Increasingly, we have tried to adopt a more consultative
relationship with foreign countries, talking to them before we
make decisions rather than just telling them what our
decisions are.

It is interesting that in some countries, running against the United States is some-
what more popular than it used to be. There are any number of reasons why that
might be the case. Some of it may have to do with local politics; some with national
jealousies and competition; and, some may just be areas where people have significant
differences. I don’t think that we’ll ever see a world where everyone’s views are totally
harmonized with our own, nor do I think we should expect to. What we should
expect is a world in which we can converse extensively with people, many of whom
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will have different views; gain an understanding of why they see things differently;
and, find areas where it is possible to harmonize our views on critical questions—
that’s what diplomacy is for. We also need to be increasingly able to explain in public
what our views are based on and why. That’s one of the challenges of the new century
and of the changing diplomatic arena, as the subject matter we deal with and the
focus of our foreign policy adapts to new developments.

SHJDIR: On the subject of the public, many Americans, including many members of
Congress, do not seem to accept the basic premise that U.S. engagement abroad is
vital to our interests at home. Why is the State Department losing the public relations
war?

Pickering: That is a puzzling and difficult question because it reflects on something
that is very important to us, our budgets, and the kind of financial support we dedi-
cate to conduct and support diplomacy. I don’t think that the United States as a
whole, again in terms of polling data, tends to believe that foreign policy is unimpor-
tant, or that people don’t agree in the main with the general tenets of U.S. foreign
policy. I think that Americans do have a tendency, as citizens of a continental country,
to look inward more than they look outward. Americans generally are much more
concerned with the politics of their own futures and with so-called pocketbook issues,
such as the domestic economy, education, health care, and their children’s future.
These are sensitive and important issues. Our problem is that we haven’t made people
aware of an important connection: more new jobs every year are dependent on our
ability to conduct foreign trade, and both exports and imports fuel and fund those
jobs. We need Americans to be aware that we are in an increasingly interconnected
world, not only in security terms, but also in heavily economic terms. And the world
of information and ideas, of course, swirls around us.

This is a huge task, and we attempt, particularly under the leadership of this
Secretary, to make these views increasingly known. I don’t give a speech without, in
one way or another, attempting to focus at least in part on this set of issues, and many
others do so as well. I also think that, with all due respect, there is a tendency for the
Congress—particularly the present Congress, which is often quite conservative in its
foreign affairs views—to undervalue the public’s foreign policy views. Even though
the public may have elected them on the basis of their domestic ideas, members of
Congress should take into account the fact that poll after poll reflects that that same
public is traditionally supportive of foreign policy engagement and our foreign policy
interests. It may be that in terms of the priority placed on those issues, they fall down
below number five or number ten on most people’s lists, but they’re nevertheless
there. So, we have to find a way also of getting people to understand that one set of
views on domestic issues doesn’t necessarily translate to the same set of views in for-
eign policy terms. I hope we can continue to promote our vital interests abroad and
convey to the American people that what we do overseas can have a real and positive
impact on their lives.
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Obviously, the more the public is interested in these things and talks to the Con-
gress, the greater the opportunity that we may find a reasonable solution to this prob-
lem. But at the moment, it seems as if many in the Congress never saw a foreign aid
measure they didn’t want to cut. We are at a stage where we are six to eight weeks from
the end of the fiscal year without a budget, and we’re looking at proposals for very
significant cuts. Many of them, in my view, are not just irresponsible but disastrous in
terms of American interests. The fact that some of these cuts directly affect their own
states tells me that we have to do more to get those economic impacts across to mem-
bers of Congress. The other day I was in touch with a congressman who was about to
take action which would have stopped the Visa Waiver pilot program without recog-
nizing that his own state does a half-billion dollars worth of tourism business, that
tourism is a $100 billion industry in the United States, and that a huge number of
people in his own state—eighty thousand—are employed in this industry. In fact, the
steps he was considering would have cut down seriously on the number of people who
visit the United States and spend money in his state.

U.S. FOREIGN POLICY

SHJDIR: What do you believe is at stake in the U.S. presidential election in terms of
foreign policy?

Pickering: I think that, in general, presidential elections rarely focus on foreign policy
issues. Rather, as I said earlier, their most important questions focus on the continen-
tal preoccupations of the pocketbook—education, health, and social issues, and a lot
of other frequently discussed issues that are out there, from abortion to gun control. I
think that as much as I’d like to see foreign policy issues highlighted, the fact that they
are generally not a serious bone of contention in presidential elections helps enor-
mously to establish continuity in foreign policy and to strengthen continued support
for the policies that have been put together, from one administration to the next.
Most of these policies have a bipartisan history, with the support of successive admin-
istrations. As a result, our policies don’t change with the vicissitudes of election be-
cause neither the problems, nor the bases for making decisions on them, are going to
change much from election to election.

Members of Congress should take into account that poll after
poll reflects that the public is traditionally supportive of
foreign policy engagement and our foreign policy interests.

I think that, as a rule of thumb, each administration probably has up to five
significant foreign policy issues over eight years on which it could make a real change.
Most administrations rarely if ever do that; I mean real sweeping changes. Jimmy
Carter, for instance, introduced human rights as a major consideration. Subsequent
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to that you had the introduction of environmental concerns in American foreign
policy. Those kinds of changes don’t occur with great rapidity.

This continuity helps us to assure foreign governments, who watch elections in
the United States very carefully, that they shouldn’t expect a cataclysmic shift in Ameri-
can policy. But, we here at the State Department do go through a transition. We do
what you might call the government equivalent of spring housecleaning. We review
all our policies, we write papers for the incoming administration, and we sort out
where we are and how we got here. It’s a kind of legacy and educational exercise. It’s
good in that it gives people a sense not only that they can end one term, begin an-
other, and maintain continuity, but also that they have sat down and looked at the
issues.
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Evolving Institutions and Transatlantic Relations

America’s Economic Partnership with Europe

by Stuart E. Eizenstat

The United States and the European Union (EU) have a long tradition of working
together to improve the global economy, ease tension in sensitive regions, and liberal-
ize barriers to trade and investment to the benefit of our economies. The steady growth
of our bilateral economic relationship has been one of the great success stories of the
last fifty years. Beginning with the Marshall Plan, which protected Western Europe
from Soviet aggression by helping it rebuild its industrial base, the relationship has
grown into a multifaceted partnership in which the United States and the EU are each
other’s largest source of trade and investment, as well as close allies in their relation-
ship with the rest of the world. Our markets are compatible, our business people are
outward looking, and we feel comfortable selling and investing in each other’s mar-
kets.

From any perspective, the depth of our economic relationship is impressive. The
EU will purchase more than $250 billion in goods and services from the United
States this year, one-fifth of our total exports. For its part, the EU’s exports to our
country have risen almost 70 percent over the past five years. An ever growing variety
of products come to us from the other side of the Atlantic, offering consumers wider
choices, quality products, lower prices, and a rising real standard of living.

Nearly 45 percent of U.S. investment overseas is in EU countries. EU investment
in the United States has doubled in the past five years. Its firms are an increasingly
common part of our economic landscape. One in twelve manufacturing jobs in the
United States is in a European-owned factory. Within the last two years, EU compa-
nies have acquired the third largest U.S. automaker, the eighth largest U.S. bank, and
the number three manufacturer of Internet browsers.

Our growing economic bonds have helped make us close partners in world diplo-
macy. Repeatedly, it has been shown that when the United States and Europe act in
concert, their common challenges can be overcome. We cooperated militarily through
NATO in the Gulf War and are cooperating in Kosovo and Bosnia. We joined to help
rebuild the Balkans through the Southeast Europe Stability Pact, encouraging the
transition to free markets as well as accomplishing postconflict reconstruction and
sharing the view that increased trade rather than permanent aid is the best path to
sustainable prosperity and stability. The presence of the secretary-general of the Euro-
pean Council at the summit talks at Sharm el-Sheikh, at the height of the recent crisis
in the Middle East, was evidence of the EU’s heightened visibility on the world scene

Stuart E. Eizenstat is deputy secretary of the U.S. Treasury and former under secretary of state for
economic, business, and agricultural affairs.
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and presaged even greater collaboration between our countries in the future. The
continued strength and success of our transatlantic partnership cannot be taken for
granted, however, and will require continued attention to the disputes that arise be-
tween us.

FOUNDATIONS OF THE RELATIONSHIP

Today’s U.S.-EU economic relationship had its genesis in the European integra-
tion movement that followed the destruction of World War II. Postwar European
statesmen such as Konrad Adenaur of West Germany, Ernest Bevan of the United
Kingdom, Paul-Henri Spaak of Belgium, and Alcide de Gasperi of Italy, looking back
at the experience of the 1920s and 1930s, recognized how cycles of trade protection
and retaliation such as the Smoot-Hawley tariff in the United States and the Euro-
pean colonial preference schemes had cut world trade by nearly 70 percent, contrib-
uting greatly to the unemployment and social tensions that fueled a new World War.
They agreed that the surest road to permanent peace and security in Europe was
through gradual economic union. Practical visionaries such as Jean Monnet and Rob-
ert Schuman of France and Ludwig Erhard of West Germany saw that if a modest
start could be made pooling national production of coal and steel, it would be pos-
sible to build success upon success until Europe one day could have one external
tariff, one central bank, one currency, and one market. Their dreams have been real-
ized.

The continued strength and success of our transatlantic
partnership cannot be taken for granted.

The reduction of trade barriers was one of the factors in the victory of the free
market system over its communist rival. While Western Europe was forming a Com-
mon Market of free democracies, the former Soviet Union did little to encourage its
satellite nations to trade with one another. When the peoples of Eastern Europe looked
west and saw the growing disparity between their living standards and those of people
in states that did engage in such trade, it gave them an additional incentive to break
free from totalitarian rule. One measure of the success of the EU’s model in improv-
ing living standards on the Continent is the fact that 13 states, mostly in Eastern and
Central Europe and the Balkans, are currently applying to join it.

The United States, looking back on its own history, has always encouraged the
economic and strategic integration of Europe. The newest political dimension of our
relationship was a deliberate act of strategy on our part. In the early 1990s, as Europe
was freeing itself from its cold war burdens, several officials of the Clinton adminis-
tration, myself included, realized that the foundation of the alliance could no longer
be the fight against Soviet communism. We also saw that, just as Europe’s integration
had proceeded faster and further than predicted, so too were technology and business
enterprise quickly creating a single global market for many products and services. We
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concluded that the United States had to anchor its relationship with Europe in a new
agenda and a broader foreign policy vision, so that the two could pursue multiple
goals together.

Out of this change in strategy came the New Transatlantic Agenda, which I helped
negotiate with the EU. President Clinton and the leaders of Europe signed it in 1995.
The agenda staked out four broad areas for U.S.-EU collaboration:

1. the promotion of stability and democracy throughout the world;
2. the coordination of rapid responses to global challenges such as interna-

tional terrorism, environmental concerns, and infectious diseases;
3. the expansion of world and bilateral trade; and
4. the promotion of more people-to-people contacts through com-

merce and education.

 Many recent initiatives, such as the response to the Asian financial crisis, debt
forgiveness for highly indebted poor countries, and accelerated vaccination programs
against HIV, malaria, and tuberculosis are grounded on these goals. The agenda cre-
ated a Senior Level Group to permit more regular high-level exchange, try to resolve
difficult bilateral disputes, and help prepare the biannual EU-U.S. summits.

PARTNERS AND COMPETITORS

It is necessary to recognize that the United States and EU are competitors as well
as partners. In every region of the world and in many important sectors—agriculture,
steel, and aircraft manufacture, to name just a few—our firms and theirs vie for cus-
tomers, markets, and contracts. Numerous government-level disputes grow out of
this contest, occasionally causing tension. But while some believe that EU growth and
prosperity can only come at the expense of American economic progress, the U.S.
government’s position is quite the opposite. We do not view the relationship as a zero-
sum game. We firmly believe that the combined strength of Europe and the United
States is great enough to allow both of us to pursue a global agenda that supports
democracy and open, competitive markets in all countries. The stronger Europe is,
the better a partner she can be. In that spirit, I would like to refer to some of the
current issues in the trade area and consider how we might avoid others in the future.

The Framework. Trade disputes are a thorn in the side of the U.S.-EU relation-
ship. Negotiations to liberalize world trade in agricultural goods and services began
earlier this year, as mandated at the end of the Uruguay Round; but Washington and
Brussels are still trying to reach agreement on an agenda for a broader negotiating
round. Clear rulings by World Trade Organization (WTO) dispute panels, designed
to free up trade in specific goods such as beef and bananas, have been resisted by the
EU, authorizing retaliation measures by the United States. Efforts by the EU to retain
special tax treatment for its exporters while challenging similar treatment for U.S.
exporters have also led to confrontation.

To understand these developments requires some historical background. Begin-
ning with the founding of the General Agreement on Tariffs and Trade (GATT) and
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proceeding through seven subsequent negotiating rounds, the world’s states were able
to dramatically reduce external tariffs and other restrictions on trade. In the Uruguay
Round, which began in the late 1980s, they fundamentally reformed, updated, and
modernized the GATT to meet the demands of a more integrated, technologically
advanced world. The result was the WTO, which took over from GATT in 1995.
The GATT had consisted of a limited set of essentially unenforceable rules that ap-
plied differently to different groups of member countries. The WTO has a more
comprehensive set of rules, arrived at by consensus, that apply to all members, with a
limited number of special rules for less developed countries.

Most observers would agree that the crown jewel of the WTO structure is its
dispute-settlement provision. While a procedure for settling disputes existed under
the GATT, there were no fixed timetables, rulings were easier to ignore, and cases
dragged on for a long time, often inconclusively. The WTO has a more structured
process with more clearly defined stages. Panels of independent experts make initial
decisions. There is a timetable for settling disputes, with flexible deadlines at various
stages of the procedure. Perhaps most significantly, the losing country cannot block
adoption of the ruling, as was possible under GATT. WTO rulings are automatically
adopted unless there is a consensus to reject them. As a result, in order for a country to
block a ruling, it must persuade all the other members—including its adversary in the
case—to share its view. If a member state ignores a ruling, there is an allowance for
retaliatory tariffs against the offender’s trade. The amount is generally determined by
the value of trade lost because of the trade-distorting practice.

The United States, looking back on its own history, has
always encouraged the economic and strategic integration of
Europe.

Areas of Dispute. The dispute over banana imports is a useful illustration of the
dispute-settlement provision at work. Europe is the world’s largest market for ba-
nanas, importing some 4.5 million metric tons a year. In 1993, the EU established an
import licensing system for the product that favored producing countries that are
former European colonies and excluded a number of developing-country producers
whose bananas are marketed by U.S. private enterprise. Under the GATT’s pre-Uru-
guay Round dispute-resolution procedures, the EU ignored two GATT panel reports
that recommended changes to the licensing system. A more recent ruling by the WTO’s
Disputes Settlement Body also has not been implemented. Under the rules of the
WTO, if a country persists in enforcing a trade practice that a panel has found to be
inconsistent with WTO rules, the state whose trade is adversely affected is entitled to
retaliate by suspending existing trade concessions up to the amount by which its trade
has been damaged. Availing itself of this right, the United States has imposed steeply
higher tariffs on European exports up to $191 million, the level of damages estab-
lished by the WTO.
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While suspending tariff concessions has not resulted in rapid changes to the EU’s
banana regime, it has brought about pressure that has focused the EU on resolving
this problem and demonstrated that it is in the EU’s own interest to do so. In addi-
tion, the WTO procedure provided a framework for ultimately achieving a fairer EU
banana regime than ever would have been possible absent those procedures.

The combined strength of Europe and the United States is
great enough to allow both of us to pursue a global agenda
that supports democracy and open, competitive markets in
all countries.

I hope this will also be the case with U.S. exports of beef. For the past thirteen
years, and again in defiance of GATT and WTO rulings, the EU has banned U.S.
beef exports that have been treated with hormones designed to shorten the time in
which cattle reach the weight necessary for marketing. The EU justifies its action on
safety grounds, even though the World Health Organization, the United Nations,
and the Lamming Committee, a scientific body convened by the European Economic
Community itself, has declared hormone-treated beef safe for human consumption.
As a result of the failure of the EU to comply with WTO panel rulings, the United
States has been authorized to impose additional retaliatory tariffs of $117 million.

An especially serious current trade dispute arises from the WTO’s ruling con-
cerning the method by which U.S. laws exclude from taxation certain income of
subsidiaries of U.S. corporations that engage in foreign sales. The WTO has ruled
that this exclusion is prohibited because it is an export subsidy. The United States
generally employs a “worldwide” tax system, based on the residence of the taxpayer,
whereby income of a firm incorporated in the United States is subject to tax even
though it is earned from foreign sources. For foreign sales corporations (FSCs), how-
ever, it developed a tax system that emulates certain aspects of the “territorial” system,
used by many EU countries, whereby only income earned within each country’s bor-
ders is subject to tax. It is recognized that the territorial system can result in exports’
being taxed more favorably than comparable domestic transactions. The FSC was
thus created to level, at least partially, this playing field.

FSC stood without challenge for some fifteen years. Nonetheless, beginning in
1998, the EU successfully challenged it in the WTO, which ruled that it was an illegal
export subsidy. Notwithstanding our strong disagreement, the United States has worked
hard to respond to this decision by developing bipartisan legislation repealing FSC
and creating a new system that meets the main objections lodged by the EU. The
legislation was passed in Congress and was signed by President Clinton in November
2000. Under the new system, the general rule is that no income earned from sales of
goods abroad is subject to tax, whether or not the income flows through an FSC.
Because our government refrains from imposing a tax in the first place, rather than
forgoing revenue otherwise due to it, the system is not a subsidy under the test out-
lined in the WTO decision. The new system is also not contingent upon exporting. It
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defines the “extraterritorial income” exempted from taxation without regard to whether
a good is manufactured within or without the United States. The European Commis-
sion, the arm of the EU with competence for trade matters, has stated that it will
challenge our new system on the grounds that it is still an export subsidy. We regret
that the European Commission has not accepted this legislation.

Nonetheless, following recent bilateral negotiations, the European Commission
agreed to pursue a review of the WTO consistency of this legislation first, and to hold
in abeyance the imposition of retaliatory sanctions until the outcome of that review is
known. I have been reassured that the commission will adhere to this agreement. The
stakes involved in this dispute are very high. As of this writing, the EU has threatened
to impose sanctions in excess of $4 billion a year, an amount that the United States
strongly contests. But they will now suspend efforts to retaliate while we seek to per-
suade the WTO that our new legislation is consistent with its requirements. For this
reason, it is critical that we continue working together to resolve our differences in a
creative and consultative manner.

In the area of agriculture, EU policies do not fully recognize the fact that the
mechanization of farming has made it possible for countries to grow more food with
far less labor. Fully half the total EU budget—$7 billion a year—is used for subsidy
payments to the 2 percent of its population engaged in farming. This bloated subsidy
protects inefficient farming, hurts farmers who are competitive with foreign produc-
ers, drains government budgets, and limits the choices available to European consum-
ers of food and fiber.

While the WTO meeting in Seattle in December 1999 failed to launch a new
round of trade talks, negotiations on agriculture matters were already on the table,
having been mandated by the Uruguay Round. The agenda proposed by our govern-
ment last summer would reduce substantial disparities in tariff levels between coun-
tries. It would attempt to eliminate export subsidies through annual reduction com-
mitments and to cap trade-distorting domestic price support payments as a percent-
age of total agricultural production. Our proposal is not Draconian. It would allow
governments to provide an adequate income safety net, research funds for new agri-
cultural technology, and disaster relief aid. But it would go a long way toward allow-
ing trade in agricultural goods to be determined not by artificial government pay-
ments but by the quality of the product and the efficiency of the producer. Our
proposal has the support of most of the food-exporting countries outside the EU.

Another area of dispute concerns hushkits: advanced technology mufflers installed
to reduce aircraft noise from jet engines. They have been installed in U.S.-manufac-
tured aircraft to meet internationally recognized noise standards set by the Interna-
tional Civil Aviation Organization (ICAO), a UN specialized agency that establishes
uniform international aviation standards so that airlines and aircraft makers do not
have to meet different standards in different countries.

In 1999, the EU adopted a regulation restricting the operation within its borders
of aircraft modified to meet the most stringent international aircraft noise standards
with noise-suppression technology, including hushkits. Because it relies on a carefully
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chosen design standard that excludes U.S.-manufactured aircraft engines, rather than
a nondiscriminatory performance standard, the regulation not only damages the ef-
fectiveness of global standards for aircraft noise established in the ICAO, with serious
repercussions for the U.S. and EU aerospace industries, but also does little or nothing
to reduce noise around European airports. U.S. industry has estimated the regulation’s
economic harm to the United States at more than $2 billion, including depreciation
in the value of the U.S. fleet and lost sales of hushkits and replacement engines.

States need to be more creative in how they solve the
complex and difficult issues they encounter with their
trading partners.

In response to the EU’s regulation, and after extensive but unsuccessful diplo-
matic efforts to resolve the dispute, the United States filed a complaint in the ICAO,
charging that the proposed ban was a violation of the International Convention on
Civil Aviation. We seek to compel EU member states to honor their international
obligations related to ICAO noise standards, and ultimately to indefinitely suspend
or withdraw the hushkit regulation.

Sanctions is another area in which the United States and the EU often work
together but sometimes have had to reconcile differing views. Properly designed, imple-
mented, and applied as a part of a coherent strategy, economic sanctions are a valu-
able tool for enforcing international norms of behavior and protecting our national
interests. In fashioning sanctions legislation, it is essential that the Congress give our
president broad flexibility, including the authority to waive some of its provisions, as
accords his role as the constitutional implementer of U.S. foreign policy. For ex-
ample, the president must be able to trade off sanctions measures to get international
consensus for actions that may have a greater impact upon the sanctioned country, or
even directly negotiate with that country to modify its behavior.

Unilateral sanctions, although they can be resorted to at times to defend national
values, are rarely effective. Especially in an era of globalization, sanctions must have
broad multilateral support, as the ability of any one country to unilaterally deny key
economic benefits to a particular country is limited. The United States and the EU
have often cooperated to make sanctions effective by giving them a multilateral di-
mension. This approach did much to end the apartheid regime in South Africa at the
start of the 1990s and helped bring about democratic change in the Republic of
Yugoslavia just this year.

At other times, we have had to reconcile differing views. I was in charge of nego-
tiations with the EU and with Russia over investments in Iran under the Iran and
Libya Sanctions Act of 1996. In that case, sanctions, if imposed, could have badly
impaired diplomatic and economic relations. But by using the project-by-project waiver
authority, which Congress wisely built into that act, we were able to gain agreement
from the EU to strengthen controls on high-tech exports to Iran and to aggressively
fight terrorism. The Russians agreed to adopt, for the first time, a catch-all export
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control system. These actions, which directly furthered the basic goal of the Sanctions
Act, would have been impossible without presidential waiver authority.

This authority was also the key to my two extended negotiations with the EU
over sanctions on Cuba. The Helms-Burton Act of 1996 requires certain measures
with respect to firms that invest in property that was confiscated by the Cuban gov-
ernment. The first negotiation, in 1997, resulted in the EU’s taking a common posi-
tion on Cuba that explicitly tied closer relations to that island to improvement in its
record of protecting human rights and extending democracy. It cleared the way for a
series of presidential waivers of sanctions under Title III of the Helms-Burton Act,
which so far have been exercised every six months by President Clinton as the EU, for
its part, has renewed and implemented its common position. In the second negotia-
tion, in 1998, the EU acknowledged for the first time that Cuba had confiscated U.S.
property in contravention of international law. It agreed to keep its member govern-
ments from officially supporting investments by EU companies in the illegally expro-
priated property and to refrain from giving export and investment subsidies to com-
panies engaged in making such investments. This could be much more effective in
restraining such investments than the provisions of Title IV of Helms-Burton, which
deny U.S. entry visas to executives of such companies and their families.

However, implementation of this agreement is contingent on our obtaining waiver
authority from the Congress under Title IV. The sanctions bill, which passed the last
Congress, does restrict the president’s ability to initiate certain new sanctions on agri-
cultural and medical products and to maintain existing ones by requiring congres-
sional approval of such actions. The Agricultural Appropriations Act of 2000 permits
exports of U.S. farm and medical products to sanctions countries, including Cuba,
but constrains the potential trade opportunities by barring our government and lim-
iting U.S. private banks from providing financial assistance to facilitate such exports.

RECOMMENDATIONS

I do not wish to overemphasize the amount of conflict in our trade with the EU.
The vast bulk of our commerce is conflict-free. But given the hundreds of billions of
dollars that flow between our two economies each year, friction is inevitable. More-
over, there are continuing good-faith efforts to solve the problems that exist, and
some solid agreements have been produced. Last July, for example, the two sides
negotiated what is known as the Safe Harbor agreement on privacy laws. The EU had
been concerned that the privacy rights of its citizens might be compromised if U.S.-
based firms were given access to the consumer data compiled by their European sub-
sidiaries. It argued that privacy protections are not as rigorous on our side of the
Atlantic. An example would be patient diagnosis and treatment information that
guides research on new pharmaceuticals. U.S. industries argued that this information
was necessary to their work and had been collected in compliance with EU regula-
tions. Through negotiation, a compromise was reached allowing U.S. firms to access
this data, provided that in using it they adhere to seven important principles that the
EU has adopted designed to safeguard data about consumers.
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An analysis of these disputes makes it clear that in operating under a rules-based
system, states need to be more creative in how they solve the complex and difficult
issues they encounter with their trading partners.

First, they should not bring disputes to the WTO that might be better resolved
by other means. Tax matters such as FSC, for example, are more suitably handled in
the Organization for Economic Cooperation and Development (OECD), which has
already launched a useful effort to deal with harmful tax competition issues. Time
and again, the OECD has proven itself to be the forum in which these issues can best
be addressed.

Secondly, we must make use of existing bilateral and multilateral mechanisms to
find an earlier solution to some of these problems. All too often, trade partners take
actions that exacerbate tensions that could have been avoided by prior consultation.
Our “early warning system” that is supposed to identify such problems before they
become full-scale disputes needs to be expanded and improved. We should use the
U.S.-EU summit process more effectively to resolve trade disputes that cross into
other policy areas. We have already used such mechanisms to mitigate EU concerns
over unilateral U.S.-EU sanctions and to try to diffuse tensions regarding trade in
genetically modified organisms. The Safe Harbor agreement, discussed above, was
reached at last July’s U.S.-EU summit.

We must not lose sight of the overall economic and political
relationship that the United States and the EU have worked
so hard to build and that has provided such enormous
benefits to our economies and our peoples.

Thirdly, we need to involve the private sector to a greater degree in efforts to
resolve trade issues. I worked with the late secretary of commerce Ron Brown to
develop the Transatlantic Business Dialogue, which brings together both governments
and private-sector CEOs to try to reduce obstacles to trade. It has helped to an un-
precedented degree to set a common agenda between the EU and the United States.
We should also make increased use of other groups such as the Transatlantic Environ-
ment, Consumer and Labor Dialogues.

Lastly, we need always to advocate the basic principles by which modern societies
should conduct their economic relations: fair and transparent trade rules; respect for
international commitments; the protection of core labor standards and the environ-
ment; and the reliance on scientific principles, not political considerations, as the
basis for environmental, health, and safety decisions. More broadly, we must not lose
sight of the overall economic and political relationship that the United States and the
EU have worked so hard to build and that has provided such enormous benefits to
our economies and our peoples in the past several decades.

Looking to the future, the United States and Europe will have to cooperate even
more to strengthen their relationships with the developing world. The labor force in
all our countries is aging, and our birth rates are comparatively low. Over the next 25



48                            EIZENSTAT
  

Seton Hall Journal of Diplomacy and International Relations

years, almost all of the world’s population growth, as well as most of its productivity
growth, will occur in the developing world. In the past, we were interested in develop-
ment for humanitarian reasons, or to strengthen democratic institutions against for-
eign threats. It is now also a matter of cultivating customers for our goods and ser-
vices.

The United States and Europe have made historic strides together. We still have a
ways to go in our own relationship and in adjusting to the realities of the new global
and demographic era. The continued success of our relationship will require political
as well as economic leadership, cooperation and good will, diligent work, and hard
bargaining. On a foundation of mutual respect and shared success, I am very hopeful
we can meet the challenges that confront us both.
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Expanding Europe’s Security

Europe’s Common Foreign and Security Policy

by Sir David Hannay

The European Union (EU) is making steady if slow progress toward building a com-
mon foreign and security policy. It is a work of years, if not of decades. It will remain
for the foreseeable future, like the EU itself, an unusual hybrid creature that does
many things in common but that does not submerge the member states’ separate
identities or their ultimate responsibility for their own security.

The creation of a common EU policy in these areas could affect transatlantic
relations to an important extent. Whether it will be a source of division and friction
within the Western alliance or will significantly strengthen it is as yet unclear. There-
fore, it is important to understand what is at stake and what needs to be done if the
second, and highly desirable, outcome is to be achieved and the first avoided.

BACKGROUND

Attempts to build a common foreign and security policy for Europe are not new.
They began as long ago as 1970 and have, over the years, resulted in a considerable
unification of members’ diplomatic actions, particularly in multilateral organizations
such as the United Nations. But it has not been easy to move on beyond purely
declamatory actions—such as the adoption of communiqués and of common posi-
tions on UN resolutions—to the concerted use of all the instruments of foreign policy,
loosely known as the projection of power. All too often, unity on paper has led to no
effective action. Henry Kissinger’s well-known jibe, “But whom do I telephone when
I want a decision?” is revealing of the divided counsels within the union. Progress
toward a common foreign and security policy has been much slower and pursued
more hesitantly than the EU’s achievements in other fields, such as the establishment
of a customs union and then a single market, the creation of a single currency, and the
union’s emergence as a trade policy superpower. In the security field, attempts to
build up the Western European Union, which groups together most of NATO’s Eu-
ropean members, led to much talk but also to much frustration with the eventual lack
of concrete results.

A number of things have changed in the last few years. First, the member states
have become conscious of the fact that as they do more things in common, external
policies that remain separate are an anomaly. This is even more the case as the capacity
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of any member state, even the larger ones, to pursue effectively a national foreign
policy different from that of its partners is steadily eroded. Secondly, the failure to
maximize resources and to unify policy instruments is undermining the capacity of
member states to protect and to further their external interests and those of their
citizens—the object of any foreign policy worthy of the name. The crises in Bosnia
and Kosovo brought this reality home all too clearly. Europeans may be spending 60
percent as much as the United States on their security, but they certainly are not
getting 60 percent of the latter’s punching weight for it.

The failure to maximize resources and to unify policy
instruments is undermining the capacity of member states to
protect and to further their external interests.

As Europe moves toward enlargement to include most, if not all, of the countries
of Central, Eastern, and Southern Europe, these anomalies become more glaring and
less tolerable. Moreover, it has become ever clearer that the post–cold war world is not
living up to its early promise of peace, security, and prosperity worldwide. There is a
need for Europe to work effectively together to achieve these objectives.

STEPS TOWARD A COMMON POLICY

The European response to this challenge came first in the Treaties of Maastricht
(1991) and Amsterdam (1997), when the EU’s member states considerably strength-
ened the overall framework for developing common external policies. A particularly
important step was taken in 1999 when, following ratifications of the Amsterdam
treaty, the EU appointed Javier Solana, a former Spanish foreign minister and the
secretary-general of NATO during the Kosovo crisis, to a new post as high representa-
tive for common foreign and security policy. Since then, Solana has been building a
structure that, while short of a fully fledged foreign ministry, is still well beyond the
skeletal secretariat that existed beforehand. At the same time, the British and French
governments came together in a new effort to breathe life into the security dimension
of the union’s work. It is important that their effort is taking place within the overall
framework of NATO, which should bury definitively the old feud over whether Eu-
ropean security cooperation need in some way be seen as a challenge to NATO soli-
darity. The target has been set by the European Union of making it possible to muster
a force of sixty thousand to carry out tasks that NATO as a whole might choose not to
undertake: above all those in the fields of peacekeeping and humanitarian action. All
this work is due to come forward for decision at the European Council in Nice,
France, in December 2000.

COOPERATION AND COMPETITION

What has all this got to do with U.S. foreign policy? Quite a lot, I would suggest.
The end of the cold war was both a triumph for the NATO alliance and a huge relief
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to all its members. But what it was not was the end of history predicted by some
scholars. In the 1990s, we discovered that the alliance remains as crucial a part of the
external policies of NATO members on both sides of the Atlantic as it ever was, even
as its purposes have shifted to meet the needs of the times and its operating methods
have been adapted to new threats and challenges. We have also discovered that the
world is still full of threats to international peace and stability, which have the poten-
tial to damage our own security and prosperity. While old familiar threats have re-
ceded, there are many new challenges that are global in nature—threats from drugs,
terrorism, the degradation of the environment, the spread of weapons of mass de-
struction—which challenge the capacity of any single state to deal with them and
require global action if they are to be mastered. The ability of Europeans and Ameri-
cans to work together will be a critical determinant of whether the challenges of this
continually expanding agenda can be successfully met.

If one looks only at the European region and its periphery, there are a consider-
able number of cases where the United States and Europe must work together if we
are to secure our common objectives. The lesson of the early years in Bosnia is ever
present to remind us of the capacity we have to get at cross-purposes, with neither of
us achieving our objectives successfully. The foreign policy of the new incumbent in
the Kremlin remains something of an enigma. But President Putin’s stated aim of
reversing the decline in Russia’s international standing and influence is one that is
bound to give rise to concerns as it develops. In the Balkans, we are heavily engaged in
the frustrating but essential task of ensuring that ethnic disputes and nationalist pre-
tensions do not again lead to conflict. In the Middle East, the prospects for peace
hang by a thread, and both Americans and Europeans have a vested interest in ensur-
ing that that thread does not break. The chaos in Africa, its poverty, and the threat of
AIDS there are matters that cannot and must not simply be swept under the carpet.
Neither Europe nor the United States has a particular national agenda to pursue there,
but together, we have the potential to make a real difference in the lives of many
people.

There are a considerable number of cases where the United
States and Europe must work together if we are to secure our
common objectives.

If we are to work successfully together, we will need to take full account of changes
taking place on both sides of the Atlantic. The first priority is to ensure that we have
the machinery to work together, to share information and analyses, and to thrash out
differences of view before they break the surface and become matters of public con-
tention. Otherwise, we risk turning what should be a series of joint ventures into a
succession of petty squabbles. Do we now have that machinery? I rather doubt it. Of
course, much can be achieved by adopting well-tried NATO procedures. But some-
thing more than that will be needed, and some direct link is likely to be required
between U.S. foreign policy and Europe’s emerging common external policies: a link
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that enables both sides to take account of the other’s views and priorities at every stage
in the process.

Naturally, all this will not be achieved without some friction and some open
spats. To believe otherwise is to risk appearing naïve and foolish. If one looks only at
the field of trade policy, it is obvious that the United States and Europe—which are,
and will remain, competitors as well as partners—are not going to see eye to eye on
everything. We may settle bananas and Roquefort cheese, but inevitably something
else will come along to spoil the party. Here, three points are vital. The first is to
sustain the trade policy conflict-resolution mechanisms that emerged from the Uru-
guay Round1  by respecting their rulings, however uncomfortable they are for one or
the other. The second vital step is to launch without further delay a new Millennium
Round of trade negotiations and to ensure that this time, the legitimate concerns of
developing countries are not brushed aside. The third is to ensure that however many
trade spats there are, we do not allow them to poison the atmosphere to an extent that
undermines our shared foreign policy objectives.

No doubt, friction will extend beyond trade. It is no secret that there are deep
concerns in Europe over the question of National Missile Defense, which will be high
on the agenda of the new U.S. administration. Europeans are worried by develop-
ments that could leave them exposed to new threats while their U.S. partners are
protected from them and that could trigger new variants of earlier arms races, under-
mining rather than strengthening international peace and stability. These concerns
cannot just be dismissed: they must be addressed and discussed in depth before irre-
versible decisions are made. Europeans on their side must understand that it is not
reasonable to ask the United States simply to accept increasing vulnerability to the
missile capacity of a number of states whose intentions are a good deal less easy to
predict than were those of old cold war adversaries. Nor is it in Europe’s interest that
the United States be vulnerable to those threats. The alliance had difficult debates in
the early 1980s over the deployment of Pershing missiles and came through united
and successful. There is no reason to think it cannot do so again.

The idea that the United States can somehow be left on the
side of international instruments and agreements is as much
anathema to Europe as it is to the United States.

One major, almost cultural difference will underlie many future discussions be-
tween Europe and the United States: our respective attitudes toward multilateral in-
stitutions and disciplines. In Washington, there is much hesitation and some hostility,
the latter particularly in Congress, toward the UN, toward instruments such as the
International Criminal Court, and toward obligations such as the Kyoto agreements
on reducing environmental pollution. On the European side, there is no such hesita-
tion and hostility. There is a very strong conviction that, however flawed these organi-
zations and disciplines may be in their present form (we have few illusions about
that), they are far better than the alternative of an international free-for-all. The re-
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sponse to flaws and weaknesses in these institutions should therefore be to remedy
and to strengthen them. But that can only be achieved if they enjoy the willing and
active support of the United States and Europe. The idea that the United States can
somehow be left on the side is as much anathema to Europe as it is to the United
States. No one wishes to relive the experience of the League of Nations and the trag-
edy of the United States’ self-exclusion from it.

CONCLUSION

Successive U.S. administrations since President Truman’s have all encouraged
Europe to achieve greater unity of purpose and action. The results have been benefi-
cial, I believe, to both Americans and Europeans. U.S. companies benefit from the
single market as much as their European counterparts do. The prosperity and stability
of Western Europe was a key factor in concluding the cold war successfully. The
future enlargement of the European Union to include the countries of Central, East-
ern, and Southern Europe will make a vital contribution to healing the wounds of the
past and to securing foreign policy objectives that are common to us all. So it should
not be beyond us to ensure that a new European common foreign and security policy
marks a step along that road of successful partnership. But its continued progress, like
that of the transatlantic partnership itself, will need to be worked at, not just taken for
granted.

Notes
1 The trade agreement negotiated under the General Agreement on Tariffs and Trade that, among other

things, created the World Trade Organization.
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Expanding Europe’s Security

Russia’s Euro-Atlantic Puzzle

by Sergei Smolnikov

Russia’s Vladimir Putin has inherited a complicated set of relations with the majority
of European states and leading Western institutions, including the European Union
(EU) and the North Atlantic Treaty Organization (NATO). However paradoxical it
might seem to Russian politicians shaped by the zero-sum Soviet era, the very exist-
ence and extension of NATO is compatible with the long-term security interests of
Russia itself. This is the case because those security interests, which are challenged by
unconventional and internal rather than conventional and external threats, are un-
likely to be secured by Russia without joint European and American assistance.

Russia and the West have serious decisions to make as concerns their future rela-
tions. In particular, Russia’s instinctive policy to consider the West as threatening and
something to be opposed may be of use domestically, but in the long term it will
undermine rather than enhance Russia’s strategic and economic interests.

CHALLENGES FROM WITHOUT

The extent to which Russia is affected by the policies of ever integrating Europe
cannot be underestimated. Moscow’s foreign policy must deal with the following four
post–cold war realities.

1. The Central and East European (CEE) countries have been distanc-
ing themselves from Russia both politically and economically. Many
of these states have explicitly identified their desire to join NATO
(as some, like Poland, Hungary, and the Czech Republic did in 1999
despite strong Russian opposition) and the European Union.

2. Further enlargement of NATO might eventually reach all the way
to the Baltic States and Ukraine.

3. NATO and the European Union are moving forward as the core of
a new European order. Since Russia is not a member of either of
these organizations, it does not have the right to vote in them. The
UN Security Council and the Organization for Security and Coop-
eration in Europe (OSCE), where Russia does have the right to
vote, seem comparatively marginalized.

4. There is a progressive descent of Russia into the Third World in its
growing discrepancy with the rest of Europe in terms of average life

Sergei Smolnikov is professor of international affairs at the National Graduate Institute for Policy
Studies, Tokyo, Japan (e-mail:smolnikov@grips.ac.jp).
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expectancy, rule of law, prosperity, social justice, and economic effi-
ciency. It is conceivable, that, if exacerbated, these trends may mul-
tiply the unconventional security challenges in Europe. In fact, it is
largely Western assistance that has so far been preventing Russia
from becoming a failing state or an international outcast.

The geopolitical implications of the European challenge mean a likely expansion
of the West up to the border with the Russian Federation, primarily Christian Ortho-
dox and implicitly anti-Western.  In the next several years, some of the former repub-
lics of the USSR, such as Estonia, as well as Moscow’s former allies through the War-
saw Pact and the Council for Mutual Economic Assistance, like Poland, Hungary,
and the Czech Republic, will join the EU.1  In total, ten CEE countries are scheduled
to enter the EU in the forthcoming ten to fifteen years.

Economically, the expansion of the EU is likely to result in much tougher com-
petition for Russian exporters to these markets, “with big contracts going to Western
suppliers, not Eastern ones . . . toughening visa regimes and customs services, making
it harder for Russians to go and do business there.”2  This is already the case in the
Czech Republic, which introduced a visa regime for Russian tourists and businessmen
in June 2000.

The UN Security Council and the OSCE, where Russia has a
vote, seem marginalized compared to NATO and the EU.

Politically, CEE countries and the Baltic States are striving to distance themselves
from the post-Soviet space, including Russia. This desire rests upon their recent his-
toric experience, national security interests, and deep political transformation. If the
Baltic states join the EU, Russian foreign policy will have to adjust to deal with a large
number of sensitive issues, particularly given that a large portion of ethnic Russians
will become European citizens and given the strategic location of the Kaliningrad
region adjacent to the Baltic States.

Moreover, one day the EU’s eastern enlargement may bring about the issue of
Ukraine’s incorporation. This would be a substantial blow to the geopolitical plans of
the pan-Slavic imperial protagonists among Russia’s elites, who have been enhancing
their influence over Moscow’s politics for the last two years.

With the Eurounion’s plans to obtain independent military-operational func-
tions by 2003, the Moscow–EU rivalry over Ukraine may be transformed into a new,
potentially militant challenge to all-European security in the forthcoming years.
Ukraine, due to its geostrategic location, occupies a key place in the politics of all
states in the subregion, including the adjacent CEE countries and, naturally, Russia.
Meanwhile, the policies of Warsaw, Prague, and Budapest, with regard to Ukraine,
are targeted at neutralizing factors that might prompt Ukraine’s “belarussization,” a
scenario that would most likely involve Kiev’s joining military agreements signed
between Moscow and Minsk.

As scholar Margarita Balmaceda points out, “In its turn a strong military pres-
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ence by Russia in Ukraine would mean that de facto Russia’s military fortified border
is shifted closer to the CEE states. This would change their geopolitical status once
again.”3  Since Poland, Hungary, and the Czech Republic all seek to prevent Russo-
Ukrainian relations from developing into a scenario that would be unfavorable for
these CEE countries, they have instead attempted to promote Ukraine’s engagement
in different projects of subregional cooperation, such as the Visegrad Group or the
Central European Initiative.

These projects do not involve Russia’s participation. It may be assumed that with
EU membership the above-mentioned countries, and particularly Poland, will rein-
force pressure on their West European partners in order to enhance the EU’s influence
on Kiev’s politics. It is quite possible that a more assertive EU policy aimed at inte-
grating Ukraine into the Euroland may emerge as an important instrument to firmly
establish the EU as a regional superpower.

CHALLENGES FROM WITHIN

Vladimir Putin emerged on the political stage at a time when Russia’s interna-
tional role was fading. Judging by his Strong State Doctrine,4  he is seriously concerned
with finding effective means to revitalize Russia’s great-power status and regain re-
spect from the West. A more assertive Russian foreign policy appears, therefore, to be
considered by the Kremlin as a vital tool to meet these ambitious objectives. The
question is: how will the Kremlin’s new assertiveness unfold?

When analyzing the possible priorities and nature of Putin’s foreign policy, one
should not overlook the changes that his election has already brought at home. In
sum, Russia’s internal policy has been marked by rather backward shifts. What West-
ern politicians call an indiscriminate use of force by the Russian military in Chechnya
put Moscow’s membership in the Council of Europe in jeopardy. In 1999–2000,
with political and societal shifts caused by the second war in Chechnya and Yeltsin
fatigue, a noticeable change of elites has taken place in Russia. As a result, a younger
generation of bureaucrats, in particular from the security and military establishments,
has taken over from the aged communist power-holders.

Some observers, such as the late St. Petersburg mayor Anatoly Sobchak, did link
this transfer of power with the necessity for the new Russia to combat corruption,
curtail criminality, secure the rule of law, and strengthen state institutions. Others—
such as the widow of Andrei Sakharov, Yelena Bonner, and the leader of the liberal
Yabloko party, Grigory Yavlinsky—perceive this trend rather as a threat to Russia’s
fragile democracy. They are afraid that a shift towards a disproportionate reinforce-
ment of the state’s police functions is fraught with the risk of suppression of the media
and the political opposition. If a rebirth of Andropov-style authoritarianism eventu-
ally takes place in Russia, it may result in its ultimate degradation and international
isolation.

The Kremlin can be seen to have two options in terms of foreign and security
policy, laconically defined as bandwagoning and balancing.
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The bandwagoning propensity derives from Russia’s impoverished social and eco-
nomic status, which implies a need for Western investment to modernize the economy
and infrastructure. In this context, bandwagoning is a policy of accommodating the
West to ensure a comprehensive engagement of its resources in a new round of Rus-
sian attempts to catch up with the First World. The proximity of a powerful and
enlarging gravity zone of European states, concurrently perceived in Moscow as a
counterbalance to the American hegemony, makes bandwagoning a plausible politi-
cal option.

The balancing option stems from NATO’s eastern enlargement. Its advancement
to Russian borders—which is perceived in Moscow as a threat to Russian security—
leads the Kremlin to attempt to contain NATO’s enlargement and consolidation by
all means possible.

The peculiarity of the challenges facing Moscow comes from the fact that the
very Western alliance that Moscow seeks to balance is composed, in essence, of the
same countries that the Kremlin seeks to bandwagon.

It is largely Western assistance that has so far been preventing
Russia from becoming a failing state or an international
outcast.

Given the asymmetry of European security and the distortion of its architecture,
previously guaranteed by the concurrent existence of two strategic poles—the North
Atlantic Alliance and the Warsaw Treaty Organization—the dissolution of the War-
saw Pact in 1991 prompted NATO to elaborate a new strategy for the alliance. In the
meantime, Moscow has had to formulate new policy guidelines in regard to NATO,
taking into account the newly emerged geopolitical realities.

NATO’S NEIGHBOR

The North Atlantic Alliance, as Rob de Wijk accurately points out, was initially
“established to oppose the Soviet Union and was also intended to discourage a repeat
of the German threat. Should NATO be conceived as a classic alliance, the organiza-
tion can be abolished because it has already achieved its goals.”5

The necessity therefore arose for NATO strategists to work out new alliance doc-
trines and stipulate a new raison d’être, which was found in targeting NATO towards
conflict prevention and control. Its activity has therefore been targeted toward antici-
pating potential conflicts and preventing them from breaking out, or striving to sup-
press conflicts once they have broken out by means of joint international action within
the alliance.6

The peace reinforcement function of NATO presupposes a fundamental change
in international perceptions of intervention for humanitarian reasons, which was not
envisaged in the UN Charter half a century ago. This causes serious disagreements
between the Kremlin and the West, since Russian politicians are committed to a tra-
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ditional interpretation of military intervention. In contrast to this position, Javier
Solana, then NATO’s secretary-general, insisted that the alliance “has to have the
opportunity on a case by case basis to act, if necessary, under their own decision,
always with an appropriate legal base, and always within the spirit of the Charter.”
However, he asserted, “there may be a moment in which it is necessary to act for
humanitarian reasons, when a UN Security Council resolution will not be necessary
or will not be even appropriate because the UN charter does not contemplate hu-
manitarian acts.”7

NATO’s eastward expansion has important economic and strategic implications
for Russia. The focus on geopolitical implications often overlooks the fact that Russia
will suffer economically as a result of its complete displacement from the arms market
in CEE. It is a question not only of NATO’s newcomers but also of other countries in
the region that previously were Moscow’s military clients. Thus, in March 1999,
Slovakia refused Russian deliveries of the S-300 surface-to-air missile systems worth
$140 million to compensate Russia’s debt to Bratislava. It will be U.S. and European
companies, belonging to NATO member states, that will modernize the weapons of
the new members of the alliance.

In addition, the Euro-Atlantic arms market has entered a stage of mega-alliances
and internal liberalization. Russia’s isolation from these developments means lost profits
estimated at billions of dollars. The overall order package of Russia’s arms export
organization Rosvooruzheniye until 2004 is estimated at $8.4 billion.8  These orders
are placed primarily with China, India, and some other Third World countries.

Geopolitically, this means a shift of Russia’s most advanced technological sector
toward the Third World. Since the Russian military industrial complex does not have
an opportunity to realize its material interests in the West, it has become NATO’s
normative adversary. Moreover, Russia’s isolation from military-technological inte-
gration within the Euro-Atlantic alliance is fraught with the growth of technological
backwardness in advanced sectors of Russian industry. This may result in marginaliza-
tion of Russia’s position in one of the few sectors where Russia may legitimately claim
great-power status. Therefore, the most rational means to preserve Russia’s top inter-
national ranking may be found in cohesion with NATO and integration into the
Euro-Atlantic space both politically and military-economically.

The most rational means to preserve Russia’s international
ranking may be found in cohesion with NATO and
integration into the Euro-Atlantic space.

While the Yeltsin establishment seemed to neglect this kind of logic, Putin ap-
pears to have taken these deliberations into account when making his famous pro-
NATO statement9  and advancing Moscow’s recent initiative to set up a joint Euro-
Russian-NATO nonstrategic missile defense.10  The pragmatist in Putin seems to un-
derstand that Russia lacks the resources necessary to confront NATO in every respect
dealing with the issues of European security. Therefore, one may expect new accom-
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modating initiatives on the Kremlin’s part. At the same time, however, Russia at-
tempts to manipulate its role in international events, and in particular the situation in
Yugoslavia, in an opportunistic manner.

THE BALKANS

Moscow tried to balance the West by supporting the Milosevic regime, which
was not only morally wrong but, in this author’s view, badly calculated. These balanc-
ing tactics, aimed at containing Western hegemony in the Balkans, took the form of a
formal disagreement with the West on the ways and means for settling the Kosovo
issue. On the face of it, this disagreement might seem like a dispute caused by Russia’s
traditionalist support of Serbia, which dates back to the beginning of the nineteenth
century and is based on ethnic and confessional solidarity.

But Moscow’s officially reserved attitude toward democratic opposition to
Milosevic while granting a $102 million loan to Belgrade’s regime, as well as hosting
Serb defense minister Dragoljub Ojdanic when having an international obligation to
detain him, could not but disclose that the Kremlin supported the Milosevic regime
because of its anti-Western stance rather than its Christian Orthodox solidarity. (As
an aside, the Serbian Orthodox Church has pronounced itself rather as anti-
Milosevic.11 )

NATO’s de-Americanization would automatically result in a
multiplication of risks to Russia’s own security.

Moscow’s approach in fact turned out to be shortsighted. Investing too much of
Russia’s international image into support of the international outcast will be counter-
productive for its long-term interests in the Balkans. It would have been much better
for Russia to demonstrate its solidarity with Serbian democrats, especially since their
leaders’ visit to Moscow in June 2000 to seek the Kremlin’s moral support provided
Moscow with such an opportunity.

The Kremlin failed to use another opportunity to up its international clout by
acting slowly during the presidential election in Yugoslavia in September 2000. With
all its intelligence resources and claimed superb expertise in the Balkans, Moscow
failed to objectively assess the political situation in Yugoslavia in advance and was
ineffective in catching up with its dynamics.12

It is interesting to note that Moscow’s lack of solidarity with Washington on the
use of military force to settle the Kosovo crisis earlier (autumn 1998–winter 1999)
coincided with a temporary wobbling among NATO’s European members in their
commitment to do what was described as “the risky job of preparing an intervention
force to stand by, in nearby Macedonia, should the ceasefire in Kosovo fail and inter-
national monitors there need rescuing.”13

However, this regional conflict highlighted that without U.S. intervention, the
Europeans are unable to independently provide for security on the Continent in the
case of escalation of ethnic wars and other unconventional threats. Traditionally, since
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the Brezhnev era, Moscow’s policy occasionally has been aimed at splitting the Euro-
Atlantic alliance along that line.

Now it appears that with the coming strategic consolidation of the EU, fueled by
European Monetary Union and the Kosovo-reinforced European Security and De-
fense Identity (ESDI), and particularly with the provisional creation of a European
rapid-reaction force outside NATO control, Europe may objectively become “eman-
cipated” from U.S. guardianship. Moreover, Washington’s plans to put forward its
national missile defense could strategically “decouple” North America and Europe.
As a result, in the next ten to fifteen years, Atlanticism (and its institutions) may be
seriously diminished.

Many Russian strategic experts are proponents of the speedy de-Americanization
of NATO. Conceptually, this idea is quite in line with the balance-of-power pattern,
originated in former prime minister Yevgeny Primakov’s doctrine of a multipolar world,
and reportedly adopted by Putin in his foreign policy. The essence of this doctrine is
to encourage the creation of power centers, or coalitions, in opposition to American
hegemony. Sergei Ivanov, head of the Russian Security Council under Putin, is by his
own words an adherent of the multipolar world concept.

If new Russian power-holders adopt opportunism as a policy concept to deal
with NATO, they may in principle increase Russia’s clout via skillfully designed war-
mongering gestures. The Kosovo conflict definitely provided Russia, as some Western
experts assumed, with an opportunity “to humiliate NATO.”14  Thus, the adventur-
ous march of Russian troops into Kosovo on June 12, 1999, to seize Pristina’s airport
ahead of NATO was primarily designed to take the alliance down a peg or two.

According to some Western analysts, to this end the Kremlin might have chosen
among the following options: bringing Yugoslavia into the Russia-Belarus Slavic union;
encouraging Russian volunteers to go to Yugoslavia as soldiers or as human shields; or
helping Milosevic to bargain with or resist NATO more effectively by sharing Russian
intelligence or sending weapons.15

It is not inconceivable that if the new Russian leadership advances these tech-
niques, they—under similar circumstances—might effectively ruin NATO’s solidar-
ity, as Europe would certainly try to avoid the slightest risk of a military confronta-
tion with Russia. Moreover, Russia seems not to suffer from the West’s “Mogadishu
syndrome,” which implies that in genuine democracies public opinion cannot toler-
ate human losses. Unfortunately, it is in the deep cultural roots of Russian civilization
for its power holders not to consider an individual’s life as a top value.

THE NEED FOR A NEW PERSPECTIVE

It should be noted that Russia’s new military doctrine identifies NATO’s expan-
sion as a potential threat to Russian security and lowers the threshold for possible use
of nuclear weapons by Russia. This doctrine is intended to deter a new round of
NATO expansion, particularly the inclusion of the three Baltic states. At the same
time, the doctrine intends to increase Russia’s international clout through reinforce-
ment of its military muscle. Strategically, the Kremlin seems to seek to limit U.S.
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influence over European politics and thereby cut into what Moscow perceives as U.S.
hegemony in international affairs.

This policy at the same time is designed to provide Russia with a more stable
zone of geopolitical influence and to deter the expansion of Western culture in Eurasia.
However, an anti-American opportunism has some powerful normative limits for its
implementation as the sole focus of the Kremlin’s new foreign policy.

There are several reasons for this. First, a change in the current balance of power
could in principle destabilize the economic situation in Russia and thereby cut short
the incumbent regime. Secondly, if Russia ceases to be recognized by Washington as a
reliable partner, it risks being deprived of its privileged political and economic status
with the West—for example, retaining membership in the G-8, obtaining new IMF
loans, re-rescheduling Russia’s debt to the Paris Club of official creditors, deferring
ex-Soviet debt, and gaining Western financial and economic assistance critical for
Russia’s (and the world’s) national security, like loose nukes and civil nuclear safety.
Lastly, though it is not publicly recognized by the Kremlin, purposefully contributing
to a decrease in U.S. hegemonic power would not necessarily be in the interests of
national security: in the past hegemonic decline has led to global war.

Even if not implemented in full, the Kremlin’s opportunism during the crisis in
Yugoslavia put Russia’s relations with the West at their lowest point since the end of
the cold war. This policy was a threat to the very existence of Yeltsin’s regime. First, it
normatively led to a strengthening of the communists’ position on the eve of the
parliamentary election in Russia. Secondly, it put Russia in danger of crossing the red
line in its relations with the West, which could lead to a halt in Western assistance to
the Russian regime or even to Russia’s being dragged into a war.

Having realized these dangers, Yeltsin pushed aside Primakov and prevented the
Primakov-controlled Ministry of Foreign Affairs from negotiating on the Kosovo settle-
ment, and instead appointed former prime minister Victor Chernomyrdin (a moder-
ate representative of peace-prone gas industrialists) as a special envoy. It was this sub-
stitution that eventually enabled a more stable Russian involvement in Yugoslavia.

In short, NATO’s de-Americanization would automatically result in a multipli-
cation of risks to Russia’s own security. The rescue operation by Norway and Britain
to save the crew of the Russian submarine Kursk in August 2000, against the back-
ground of the failure of earlier autonomous efforts by the Russian navy and reluc-
tance to ask for help, has been perhaps the strongest public policy blow to the anti-
NATO tactics so far nurtured by the Kremlin. Ordinary Russians were shocked by
their government’s slow reaction to offers of help from NATO and at the same time
appreciated Western assistance.

As Christoph Bluth accurately notes, “the threats that Russia faces to its security
and stability derive not from the West but from its own internal problems.”16  In fact,
not only is the West not the principal threat to Russia, but it is the principal source of
stability and security even for Russia itself.17

One of the lessons that the Russian administration should learn from the Kursk
accident is that Russian voters in general are no longer inclined to place the super-
power ambitions of the Kremlin higher than the lives of their compatriots. However,
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it seems almost inconceivable that the incumbent Russian elite, now under the sway
of ex-KGB servicemen and the military, would suddenly stop its hackneyed anti-
NATO stance and publicly acknowledge that NATO’s existence is in the interest of
Russian security. This is inconceivable precisely because the existence and expansion
of NATO have so far effectively proved a ready justification for strengthening the
military-industrial complex in Russia. Portraying NATO as a potential threat may
again become a useful diversion if the domestic socioeconomic situation in Russia
deteriorates further.

While Russian policy is still a question mark, a kind of bandwagoning with the
European Union appears to be of new strategic value. It is interesting to note that the
recent trend in Moscow’s policy has been to portray NATO and the European Union
as completely different “faces” of the West, as if they were composed of entirely differ-
ent countries. Indeed, economically, the European Union is a major trading partner
for Russia and other European countries of the former Soviet Union, accounting for
32 percent of Russia’s trade. When combined with the CEE, this number rises to 44
percent.

The recent trend in Moscow’s policy has been to portray
NATO and the European Union as completely different
“faces” of the West.

In both the Soviet and post-Soviet eras, Western Europe has been the primary
foreign center of Russia’s industrial modernization. It was also the key source of Russia’s
hard-currency export profits. However, in technical and economic as well as legal
terms, the level of Russia’s integration into Europe is extremely low and not compa-
rable with indicators in Poland, Hungary, the Czech Republic, and other countries
that have made EU membership their top political priority.

The Partnership and Cooperation Agreement signed in June 1994 by Russia and
the EU did not set up a free-trade regime in bilateral commerce. Moreover, neither
Russia nor the EU is genuinely interested in fully liberalizing their bilateral trade. The
former is afraid that liberalization will result in eventual evaporation of Russian mid-
tech industry as a result of an inflow of more competitive European goods. The latter
fears that such a regime will damage its sensitive traditional industries, steel produc-
tion in particular.18

For its part, since the collapse of the Soviet Union, the EU has appeared to be
interested in a “limited” isolation of Russia from Europe and has favored a shifting of
Moscow’s foreign economic and political interests toward the Commonwealth of In-
dependent States. At the same time, mostly as a result of lobbying by Germany under
former chancellor Helmut Kohl and most recently by Finland, the EU has pursued a
policy of assisting in moderate development of economic and political reforms in
Russia. Though the EU seems to consider itself nowadays as a powerful independent
player in world affairs, capable of dealing with Russia on its own, one should not
overestimate the potential of any political and economic cohesion between Brussels
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and Moscow in the future. Presented in some media sources as almost a breakthrough
in bilateral relations,19  the EU-Russia summit held in Paris in October 2000 was
focused on an energy deal between the two sides rather than on the creation of a
hypothetical strategic nexus.

By all counts, conceptually, the EU seems to perceive Russia mainly as a source of
potential danger to European economic, ecological, and military-political security.
Therefore, it focuses its relations with Russia on protecting itself from any such dam-
age. Characteristically, only when the risks of antagonizing Russia became apparent
(as a result of growing hostility between Russia and the West during the Kosovo crisis)
did Brussels approve the EU’s Common Strategy for Russia on June 3, 1999. It called
for increased cooperation on economic and political issues “from bringing Russia into
the World Trade Organization and encouraging development of Russia’s pipeline sys-
tem to creating a stability pack for Kosovo.”20

As reasonably observed:

For all their talk of a “missing social dimension,” European governments are
still likely to take their cue from Washington when it comes to another bail-out
for Russia. . . . The EU’s own efforts have been mostly unimpressive. The most
recent idea, $500 m in food aid, has been a blatantly self-interested move by
Europe’s farm lobby. Most other EU aid so far has been technical advice, often
not followed, and valuable chiefly to the well-paid Western consulting firms
that deliver it.21

In the twenty-first century the EU-Russia rivalry may expand well beyond the CEE
subregion to include the oil-rich countries of Central Asia and the Caucasus. The
latter two regions are likely to be placed in a crosscutting zone of long-term European
and Russian geoeconomic interests.

In the midterm, the geopolitical consequences of the Kremlin’s balancing tactics
through attempts to implicitly play Europe off against America, the ongoing orienta-
tion of military buildup against NATO, and strategy-lacking assertiveness might turn
out to be counterproductive for Moscow for the purposes of enhancing Russia’s inter-
national status on the European continent.

 By and large, the West currently appears not to have any convincing policy alter-
native to its current policy of trying to avoid antagonizing its former foe. In the
meantime, it looks as though Europe is inclined to react rather favorably to accom-
modating signs in Russia’s new bandwagoning tactics, whereas U.S. policymakers are
becoming increasingly alarmed by the Kremlin’s domestic political stance and its bal-
ancing pattern abroad.

Unsure of how to proceed, the EU and the United States may eventually disagree
on how to deal with Putin’s Russia. The most dangerous scenario, however, will emerge
if Brussels and Washington finally adopt radically different policy options with regard
to the Kremlin. A new Western controversy over Russia will hardly contribute to
making the entire world a more stable and secure place in the years to come.
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Perils of Presidential Transition

by Glenn P. Hastedt and Anthony J. Eksterowicz

The first months of a new presidency are a unique time in American politics. It is a
period of great presidential activism, with appointments and policy initiatives an-
nounced on almost a daily basis. It is a “honeymoon” period, when the president’s
relationships with Congress and the media are at least cordial if not deferential. It is a
period when campaign promises come due and domestic politics are on everyone’s
mind. It can also be a period of great frustration as newly elected presidents struggle
with recalcitrant staffs and large, unfamiliar bureaucracies.

It is also a period in which foreign policy challenges and opportunities may arise
that demand a presidential response. The extent to which a successful response is
crafted heavily depends upon the planning and learning that takes place in advance,
during the transition from one administration to another. This period, from the first
Tuesday in November until January 20, lasts precisely eleven weeks.

The 2000 presidential election represents a unique challenge for transition ef-
forts. Due to the uncertainty of the electoral vote, open transition efforts were highly
criticized. For example, George W. Bush sought to create an image of leadership by
openly discussing his possible Cabinet choices in the days immediately following the
undecided election—discussions criticized by the media as premature.1  What such
criticism did not recognize, however, is that transition efforts in modern presidential
campaigns begin well before Election Day.

The concern over presidential transitions is relatively new, and their consequences
for the conduct of American foreign policy have gone largely unexamined. Far more
attention is given to the impact of presidential personality, bureaucratic politics, and
small-group decision-making procedures. To address this void in the literature, we
examine the problems and pitfalls associated with modern presidential transitions as
they specifically apply to the making of foreign policy. We argue that a three-part
transition syndrome exists in the area of foreign policy that has serious consequences
for the conduct of American diplomacy. We conclude by presenting lessons aimed at
alleviating the problems encountered by modern presidential administrations in tran-
sition.

DIAGNOSING THE SYNDROME

Since 1935, when the Twentieth Amendment shortened the presidential transi-
tion period from sixteen to eleven weeks, there have been just six interparty transi-
tions: the Eisenhower, Kennedy, Nixon, Carter, Reagan, and Clinton presidencies. If
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we concentrate upon modern administrations, that is, those that have approached
this process in a systematic fashion, the number is reduced to four: Carter, Reagan,
Bush, and Clinton. Of these, only three represent transitions from one party to an-
other: Carter, Reagan, and Clinton.

What can we expect from a new president as he begins to construct a foreign
policy? Richard Neustadt is one of the few scholars who has written on the perils
facing incoming presidential administrations in their transition phase. He argues that
regardless of their background, most first-term presidents and all interparty presiden-
tial successors will be new to the policy process at the presidential level. Thus, the
presidents-elect are prone to be caught by surprise by events in the domestic or for-
eign policy realm. Secondly, presidents may face pressures to act in haste: a new presi-
dent will be eager to show his capacity to act “presidential.” Thirdly, most presidents
will face the problem of hubris, or the feeling that they or their administration know
best how to organize and respond to policy problems.2

Transition efforts in modern presidential campaigns begin
well before Election Day.

These qualities of hubris, haste, and naïveté tend to produce a three-part transi-
tion syndrome in the area of foreign policy. First, key policy positions are adopted
during the transition period on the basis of broad strategic principles or campaign
themes before the realities of governing have a chance to replace the euphoria of
victory. Secondly, desiring to separate itself from its predecessor, the incoming admin-
istration commits itself to deal with policies before it has established procedures for
policy guidance, coordination, or implementation. Thirdly, the tendency to pursue
foreign policy options with little regard for how the solution will be viewed in other
countries is accentuated because the administration has yet to establish personal or
bureaucratic relations with other states.

To see how this syndrome manifests itself in reality, we will examine how Presi-
dents Carter, Reagan, and Clinton set foreign policy priorities and acted on them in
the early days of their administrations.

THE CARTER ADMINISTRATION

The Mandate. Jimmy Carter did not have a strong claim to a presidential man-
date. He received approximately 50 percent of the vote to Gerald Ford’s 48 percent,
and 297 electoral votes to Ford’s 241. But he did have a Democratic majority in both
houses of Congress. In addition, he had an 80 percent public approval rating at the
time of his inauguration.3  Carter campaigned as a Washington outsider pledging to
clean up the mess in the nation’s capital. Yet, to be effective in terms of policy, he had
to work within the confines of Washington’s political culture.

The Transition. Carter was the first modern president to think systematically about
his transition. As early as the summer of 1976, he diverted financial resources from
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his campaign to a transition effort under the direction of Jack Watson, who then
assembled a staff of approximately fifty people. One of Watson’s responsibilities was
to compile inventories on personnel, known as the Talent Inventory Program.4  There
was a downside to this early action, however: it created tension between the transition
organization and the campaign organization under the direction of Hamilton Jordan.
As the power struggle ensued, Jordan began to win and the effort that Watson over-
saw, namely, the systematic search for personnel, suffered. In the end, Carter ap-
pointed campaign people to White House positions. The recognition of the impor-
tance of advanced planning came into conflict with the need to win a presidential
campaign.5

Hubris, haste, and naïveté tend to produce a three-part
transition syndrome in the area of foreign policy.

The relationship between the incoming and outgoing presidents was, at the out-
set, quite cold. When the Ford staff attempted to give their counterparts advice and
information, it fell on deaf ears.6  The hubris that Neustadt identifies was probably at
work here. There was also the problem of naïveté in the Carter administration. This
Georgian who had campaigned as an outsider had no prior understanding of the
inner workings of Congress, and his staff had problems dealing with the modern
reform-minded Congress in particular. Executive/legislative relationships were strained,
and as a result, there was a considerable learning curve.7  This was attributable in part
to the new president’s propensity to appoint young and inexperienced Georgian out-
siders and campaign workers to White House staff positions.

Policy Priority: The Panama Canal Treaty. Carter’s first foreign policy initiative,
and the subject of his National Security Council’s initial Presidential Review Memo-
randum,8  was the decision to conclude a Panama Canal Treaty. Just days after the
inauguration, on January 27, 1977, the Policy Review Committee met and recom-
mended that a new treaty be negotiated “in good faith and rapidly.”9  In the cam-
paign, the status of the Panama Canal had not been a major point in Carter’s foreign
policy critiques of the Nixon/Ford administrations. Instead, Carter had sounded a
bipartisan theme, indicating that did not foresee relinquishing practical control of the
Panama Canal Zone while at the same time endorsing the 1974 Kissinger framework
for the future of the canal.

What changed Carter’s position by the time he became president-elect? Zbieg-
niew Brzezsinski, his national security advisor, notes that during the transition, Carter
decided that negotiating a new treaty would be an early priority of his new adminis-
tration. The primary conceptual force behind this turnabout was the Commission on
U.S.-Latin American Relations, which called for a new U.S. foreign policy toward the
region that recognized Latin American states as active and independent participants
in an interdependent world.10  The commission was quite persuasive: Robert Pastor
notes that twenty-seven of its twenty-eight recommendations became administration
policy.11
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In January, the report’s chief architect, Sol Linowitz, was designated as Carter’s
special representative to the treaty negotiations, joining Ellsworth Bunker, who had
been given this assignment in 1973. Linowitz was designated as a temporary ambassa-
dor with an appointment not to exceed six months. As such, his appointment was not
put before the Senate for confirmation. This action, while legal and fitting given the
speed with which the Carter administration wished to proceed, was politically naïve
and created problems for the administration with the Senate. Some members ob-
jected to Linowitz’s appointment because of his close ties with the Marine Midland
bank. Senator Jesse Helms (R-NC), for example, argued that a major purpose of a
new Panama Canal Treaty was to bail out American banks, which were concerned
about Panama’s willingness to repay loans.12  Others were concerned that the six-month
limit on Linowitz’s tenure placed unwarranted pressure on American negotiators to
conclude a treaty and would result in the United States’ paying too high a price for a
new agreement.13

The speed with which an agreement was reached created a
serious problem for the Carter administration.

Also contributing to Carter’s sudden embrace of a new Panama Canal treaty were
personality factors and the worldviews of key appointees. Pastor, who served in the
Carter administration as director of Latin American and Caribbean Affairs on the
National Security Council (NSC), notes that Carter was “a man who delighted in
trying to accomplish more than anyone thought possible.”14  With respect to the
Panama Canal treaties, Robert Strong adds that Carter was fully aware of the un-
popularity of the initiative and that it was fully in keeping with his character to “take
on the Panama treaties early in his administration, even though conventional wisdom
in Washington had it that Panama was a second-term issue.”15  Still other scholars,
such as Richard Melanson, note that Carter deliberately took on hard issues and that
for him, the Panama Canal treaties “symbolized not retreat or surrender but the gen-
erosity of a strong, confident nation.”16

Negotiations with Panama stretched through the winter, spring, and summer of
1977. According to participants, Carter did not involve himself heavily in the nego-
tiations. Bunker and Linowitz were given the authority to use their own judgment in
resolving U.S.-Panamanian differences so long as the final treaty was “generous, fair,
and appropriate.”17  On August 9, one day before his appointment expired, Linowitz
announced that an agreement had been reached on two new treaties.

One might expect that Linowitz’s limited tenure would have prepared the Carter
administration for a speedy resolution of the negotiations. It did not. In fact, the
speed with which an agreement was reached created a serious problem for the Carter
administration, as a disjuncture arose between process and product. Simply put, the
administration was not prepared to engage Congress in a treaty ratification battle.
Strong notes that once presented with the agreements, the administration’s first move
was to lobby for time. The prospect of defeat was very real, and senators were asked
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not to commit themselves until the administration had a chance to lay out all of the
facts.18

The Carter administration’s lobbying effort was described as badly handled. Meet-
ings with legislators and staffers were described as “one-way communications” with
no effort to solicit advice on how to handle specific treaty issues. Rumors of deal
making and vote buying were rampant, and in the end, one of the most powerful
arguments put forward to support the treaty was the need to protect the president
from an embarrassing defeat.

Panamanian politics also complicated the ratification process. The proposed new
treaties met with opposition in Panama, where a national referendum on their accep-
tance was held. In an effort to garner additional support and minimize some of the
unpalatable compromises that negotiators made, government officials publicly put
forward interpretations of controversial treaty provisions that were at odds with those
given by Bunker and Linowitz. Matters degenerated to the point that a meeting be-
tween Carter and Panama’s military leader, General Omar Torrijos, was hastily ar-
ranged so that a common interpretation could be announced.

In its handling of the Panama Canal treaties, one can see the mutually reinforcing
influence of haste, hubris, and naïveté. Carter moved with such speed that his admin-
istration was unprepared politically to put the treaty before Congress. Full of self-
confidence and a sense of purpose after his electoral victory, he elevated to highest
priority an issue that had received little press during the campaign, and in the process
raised suspicions both in Washington and throughout the Americas over his inten-
tions.

THE REAGAN ADMINISTRATION

The Mandate. Ronald Reagan won a three-way presidential race in 1980 with 51
percent of the popular vote and an impressive 489 electoral votes. The 97th Congress
was split, however, with Democrats controlling the House 243 to 192 and Republi-
cans controlling the Senate 53 to 47. President Reagan quickly claimed a mandate for
governmental reform. Like his predecessor, he campaigned as a Washington outsider
attacking “big government” entrenched in the nation’s capital.

The Transition. The Reagan transition effort was distinguished by its willingness
to learn from the Carter team’s mistakes. Reagan’s pretransition planning occurred
earlier than Carter’s and was systematically organized. In April 1980, candidate Re-
agan initiated an ambitious set of task forces to advise him on budget and foreign
policies. What began as an operation of seventy quickly grew to 132. Think tanks like
The Heritage Foundation also contributed to policy recommendations. To finance
such a grand effort, Reagan campaign associates gathered contributions to a “Presi-
dential Transition Trust.” This trust raised $1 million in addition to the monies ob-
tained under the Presidential Transition Act, which specifically provides for presiden-
tial transition funding. All told, it was the most aggressive, early, and expensive tran-
sition effort, aimed at allowing the new president to hit the ground running. In the
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end, approximately 1,500 people were involved in the Reagan transition,19  including
pre- and postelection efforts.

During the transition, the relationship between Reagan and Carter was strained.
When the two met after the election, Carter is said to have thought Reagan to be
detached and uninterested in the issues that were discussed.20  However, the relation-
ship between Reagan’s transition team and the Carter administration was generally
positive. Advice was given, some of which was even taken. However, the Reagan team
was, as a whole, more experienced in federal government than the Carter people had
been.

Though its rhetoric was heated, the Reagan administration adopted a less activist
foreign policy stance in its first months in office than had the Carter administration.
Still, the influence of the transition was evident in its handling of two major inherited
issues: the sale of the Airborne Warning and Control System (AWACS) to Saudi Ara-
bia and U.S. policy toward El Salvador.

Policy Priority 1: AWACS. The first major foreign policy crisis for the new Reagan
administration was a self-inflicted blow that had its roots in the transition process. At
issue was an $8.5 million arms sale to Saudi Arabia that involved tanker planes, fuel
tanks, and sophisticated air-to-air missiles for 60 F-15 fighters, whose transfer Con-
gress had already approved, and AWACS reconnaissance aircraft.

The basis for the arms deal had been laid in the last half of the Carter administra-
tion. In 1978, to overcome congressional opposition to the sale, the Carter adminis-
tration agreed to place operational restrictions on the aircraft. Secretary of Defense
Harold Brown told Congress in May 1978 that “Saudi Arabia has not requested nor
do we intend to sell any other systems that would increase the range or enhance the
ground attack capability of the F-15s.”21

The fall of the shah of Iran and the Soviet invasion of Afghanistan changed the
strategic picture in the Middle East and led to a new round of negotiations over arms
sales between the Carter administration and Saudi Arabia. Saudi Arabia now requested
that the F-15s be upgraded, and the Carter administration indicated that it was sym-
pathetic to the plan.22  Locked in a tight reelection campaign and with sixty-eight
senators urging him to reject the proposed arms sales, Carter got Saudi officials to
withdraw their request until after the election.

One of Reagan’s complaints about Carter’s foreign policy had been its moralizing
quality. That administration’s arms sales policy very much fit this profile. By presiden-
tial directive, arms sales were not to be a normal part of American foreign policy, and
dollar limits were set.23  During the campaign, Reagan had opposed placing constraints
on arms sales, and once elected, he directed the State Department to come up with a
different policy. He placed Under Secretary of State James Buckley in charge of this
task. Buckley presented the outlines in a May 1981 speech, and it became official
policy in July, when the Reagan administration rescinded Carter’s Presidential Direc-
tive 13 and put its own guidelines in place.24

In its haste to act, and perhaps overconfident of the merits of its proposed change
in policy, the Reagan administration did not wait for Buckley’s review to be com-
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pleted or for its findings to be approved before making decisions on specific arms
sales. It approved several sales that the Carter administration had not acted upon,
among them the proposed Saudi arms sale. During the transition, incoming secretary
of state Alexander Haig met with Carter administration officials to talk about the
Saudi sale. Press reports indicate that the latter offered to put the sale before a post-
election lame duck session of Congress in order to save the new Reagan administra-
tion from having to deal with what was known to be an unpopular proposal.25

Reagan’s was the most aggressive, early, and expensive
transition effort, aimed at allowing the new president to hit
the ground running.

Nothing came of the Carter administration’s offer, and on February 25, 1981,
Reagan announced that he had approved the sale of additional weapons systems and
refinements to Saudi Arabia. Michael Klare states that Reagan was surprised by the
opposition with which his announcement was met.26  Under pressure from lobbyists
who argued that the proposed arms sale would provide Saudi Arabia with an offensive
capability that threatened Israeli security, Reagan first scaled back the package and
then announced on March 2 that he would put it on hold while his advisors took a
closer look at the proposed sale.

In April, with Buckley’s review still incomplete, the Reagan administration an-
nounced that it would supply Saudi Arabia not only with the requested upgrades but
also with five AWACS, seven tankers, and twenty-two ground radar stations. Once
again, Klare states, Reagan was caught off guard by the opposition to his proposal.27

This view was echoed by many in the Senate, including supporters of the sale, who
acknowledged that “the administration failed from the outset to recognize its reper-
cussions.”28  So intense was the opposition that Reagan did not formally notify Con-
gress of the arms sale until October.

Visible here are two hallmarks that we have identified of a foreign policy in tran-
sition: the new administration’s haste to put its own stamp on policy and its unfa-
miliarity with the legislative environment. These factors exacted a toll on the
administration’s lobbying effort. Senator John Glenn, who voted against the arms
sale, characterized the effort by remarking, “I know of no one on either side who does
not think this has been grossly mishandled.”29  Ultimately, Congress approved the sale
by a vote of 52 to 48. The argument was similar to that during the Panama Canal
Treaty debate: to defeat Reagan on his first major foreign policy initiative could cripple
U.S. foreign policy for the remainder of his term.

Reagan’s embrace of the Saudi arms sale appears largely to have been based on
two factors consistent with the transition syndrome. First, as mentioned above, was
the new administration’s desire to separate itself from the previous administration by
quick action. Secondly, the Reagan administration’s strategic outlook gave primacy to
the need to bolster key U.S. allies and reestablish American leadership. Trying to
explain the Reagan administration’s position, Henry Kissinger argued that for it to
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reject the AWACS sale “would have involved unacceptable costs in the relationship to
Saudi Arabia.” Larry Speaks, Reagan’s press spokesman, stated that Reagan felt the
sale was crucial given the “serious deterioration over the last year or so of security
conditions in the Middle East and Persian Gulf region and the growing threats to our
friends from the Soviets and other pressures.”30

The emphasis on strategic principles as a guide to action came at the expense of
attention to the political realities of the proposed arms sale. J. Brian Atwood, who
lobbied Congress on behalf of the State Department during the Carter administra-
tion, observed that Reagan might not have realized the political costs of letting the
opposition become so organized. Moreover, he observed, “a lot of those senators who
reversed themselves under great pressure [to support the sale] have been embarrassed
by this whole thing and they’re going to suffer the political consequences of it.”31  He
predicted that in the future, they would be less willing to take risks for Reagan.32  At
least as far as Middle East arms sales were concerned, Atwood’s prediction was more
accurate than those that saw the foundation for a new foreign policy consensus: be-
tween 1983 and 1985, three arms sales packages to Lebanon had to be withdrawn due
to congressional opposition, and a 1985 arms sale to Saudi Arabia was voted down in
the House.

Lastly, it can be noted that the strategic arguments put forward in support of the
arms sales failed to materialize in large part because the administration did not con-
sider how the policy would be received abroad. U.S.-Israeli relations became strained.
Prime Minister Menachem Begin told the State Department that the arms sale was a
“serious threat” to his country’s security. Israel’s June 1981 raid on an Iraqi nuclear
reactor and July 1981 raid on PLO headquarters in Beirut were described as under-
taken in part to demonstrate Israel’s frustration with the Reagan administration’s ef-
forts to attract the support of Arab states.33  The arms sale did not have the intended
effect of increasing U.S. influence with Saudi Arabia. In 1982, the Saudis rejected
Secretary of Defense Casper Weinberger’s proposal that Saudi Arabia actively join in
support of Reagan’s Middle East policy of promoting regional consensus opposed to
the expansion of Soviet influence in the area. Moreover, Saudi leaders refused to enter
into discussions on placing limits on how the AWACS might be used.34

Policy Priority 2: El Salvador. Central America had gradually worked its way up
the Carter administration’s foreign policy agenda. The NSC met five times between
September 1978 and July 1979 to deal with the growing influence of the Sandinistas
in Nicaragua. Relations between the new Sandinista government and the Carter ad-
ministration had soured to the point that in his final days in office, Carter suspended
the final installment of a $75 million aid package and authorized a secret intelligence
finding that permitted the CIA to support anti-Sandinista forces within Nicaragua.

Melanson observes that “presidential candidate Ronald Reagan may have lacked
foreign policy experience but he surely did not lack opinions about America’s role in
the world.”35  And one area where Reagan had definite opinions was Latin America.
As Pastor notes, “to Reagan, the Monroe Doctrine was a living guide of almost spiri-
tual importance.”36  One of the most important aspects of the transition syndrome is
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that it allows such opinions to become the basis of policy without subjecting them to
the usual give-and-take of the policymaking process.

Reagan’s personal views were reinforced by a report issued by the Committee of
Santa Fe in July 1980.37  Formed to correct what it saw as the leftist bias of the Com-
mission on U.S.-Latin American Relations, the group warned that the Caribbean was
becoming a “Marxist-Leninist lake” and that developments throughout the region
constituted a threat to U.S. security interests. The 1980 Republican platform en-
dorsed the committee’s analysis, using similar language to criticize Carter’s Latin
American policies. All five of its leading authors would join the new administration.

According to Rowland Evans and Robert Novak, Reagan “wanted an immediate
plan on the disastrous unraveling of central authority in Central America.”38  El Salva-
dor became the first test case for reversing the course of American foreign policy in
the region. In February 1981, the State Department issued a White Paper based on
documents that it considered authoritative, which indicated that in late 1980 the
Soviet Union and Cuba had agreed to deliver tons of weapons to the Marxist-led
guerrillas in El Salvador.

Spearheading the administration’s new approach to Latin America was Secretary
of State Haig, who saw the “morning of administrations” as the best time to send
foreign policy signals, particularly to the Soviet Union.39  Haig remarked on the risk
taken by the Soviet Union in support of the revolutionaries. Describing the problem
as one of “externally-managed and orchestrated interventionism,” he promised to
“deal with it at its source.”40

The White Paper sparked much controversy. On March 6, 1981, New York Times
columnist Flora Lewis reported on the existence of a twenty-nine-page dissent paper
drawn up in November 1980 by the NSC, State Department, Defense Department,
and CIA personnel. In June, The Washington Post and The Wall Street Journal pub-
lished articles criticizing the White Paper for questionable translations and misidenti-
fying authorship on various articles. Most serious were questions about the Soviet
Union’s true role in supporting the guerrillas. Eventually, U.S. officials acknowledged
that the administration had “overreacted” to the evidence in blaming the Soviet Union,
but they defended the correctness of the White Paper’s central conclusion: Cuba and
Nicaragua did give aid to El Salvadoran guerrillas in November and December 1980.41

Congress also reacted with skepticism to the Reagan administration’s attempt to
redirect American foreign policy in Central America. The House Appropriations Sub-
committee on Foreign Operations, Export Financing and Related Programs approved
Reagan’s request to shift additional military funding to El Salvador by a vote of eight
to seven. The vote was a harbinger of the strained relationship that would settle in
between the Reagan White House and Congress over Nicaragua. As Bruce Jentleson
notes, the “virtual war between the branches” on Nicaragua was not typical of con-
gressional-executive interactions during the Reagan administration, nor was it inevi-
table.42  It was the product of “highly counterproductive strategies both sides opted
for.”

Lastly, this attempt to reverse American foreign policy did not reflect the full
reality of what was transpiring in El Salvador. The problem was not simply that of a
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government challenged by left-wing guerrillas, but of an authoritarian government
under siege from both the Left and the Right. From a military point of view, the
greater threat came from the Right, with the leftist guerrillas’ having been defeated in
a January 1981 offensive. Rightist forces interpreted the singular focus on the leftist
challenge as a statement of support for their position. Roberto D’Aubuisson, a right-
wing leader, told the press that based on his conversations with Reagan administra-
tion officials, the United States “would not be bothered by a takeover.” The State
Department quickly moved to counter this interpretation of U.S. foreign policy but
the White House was less firm, stating, “We don’t have a view on that.”43

One can see all the aspects of the foreign policy transition syndrome at work
here. Spurred by Haig’s conviction that time was of the essence, the newly formed
Reagan administration moved so quickly on El Salvador that it disregarded facts and
confidently expected that its word would carry the day. When this did not happen,
the administration found itself locked in the first phase of a long-running battle with
Congress over control of U.S. policy toward Latin America.

THE CLINTON ADMINISTRATION

The Mandate. President Clinton received 43.3 percent of the popular vote to
George Bush’s 37.7 percent and Ross Perot’s 19 percent. The electoral victory was
larger, with Clinton’s receiving 370 electoral votes to Bush’s 168. This was an election
with a disillusioned electorate, and while Clinton claimed a mandate for change, the
numbers belied much of that claim, as did his relatively low personal popularity rat-
ings for a new president. The Clinton congressional coattails were nonexistent. Ten
House seats were lost in the 1992 election, leaving the new president with 258 Demo-
crats in the House and 57 in the Senate, the lowest margin of congressional Demo-
cratic support since 1966.

The Transition. The Clinton-Gore Pre-Transition Planning Foundation took ac-
tion during the fall campaign to assess Carter’s mistakes and Reagan’s successes.44

Even earlier, during the summer of 1992, Democrats with experience in previous
White Houses organized to help Clinton with his potential transition to the presi-
dency. James Pfiffner notes that the Clinton campaign was not actively involved in
these efforts but did establish a low-level effort of its own.45  Overall, however, very
little work was accomplished on crucial personnel issues during the pre-election pe-
riod.

Even after the Clinton victory, a transition team was slow in forming. The effort
was composed of three levels or branches. The policy branch consisted of four “clus-
ter” coordinators for economic, domestic, health, and national security policy.46  An
operations branch was composed of ten cluster coordinators overseeing work on such
areas as economics and international trade, science and space, justice and civil rights,
etc.47  Third was a personnel group under the direction of Richard Riley. These cluster
teams were slow to organize. For example, with only thirty-two working days left in
the transition, most of the ten operations clusters had not yet initiated their status
reviews of government agencies and departments.48
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The appointment process was also slow, due, in large part, to Clinton’s insistence
on being directly involved in the appointments and his agonizingly slow and me-
thodical deliberations over his own candidates.49  Further complicating the transition
process was the decision to conduct it from Little Rock, Arkansas, a move that some
in the administration retrospectively regretted.50

There was an effort by members the Clinton transition team to meet with their
departing counterparts shortly after the election while President-Elect Clinton met
with President Bush. The Bush people presented a brief primer on personnel issues.
One of the Bush participants noted that the Clinton people asked little and made no
demands.51

Policy Priority 1: Gays in the Military. While conventionally treated as a domestic
policy issue, the question of gays in the military was also very much a foreign policy
problem. It cut to the heart of questions about military effectiveness and spilled over
into a broader debate over Clinton’s capability to serve as commander-in-chief.

At a 1991 campaign stop at Harvard University’s John F. Kennedy School of
Government, presidential candidate Bill Clinton indicated that if elected, he would
lift the ban on homosexuals in the military. Clinton’s statement was made in response
to a student’s question and, according to Clinton, was offered without prior consulta-
tion with campaign aides or consideration of the broader issues involved. Neverthe-
less, that promise soon became a staple on the campaign trail. In responding to a
January 1992 questionnaire, the candidate indicated his intention to sign an execu-
tive order lifting the ban and his belief that “patriotic Americans should have the right
to serve the country as a member of the armed forces, without regard to sexual or
affectional orientation.”52  His first formal written statement on the subject came in
February 1992, when he wrote, “People should be free to pursue their personal lives
without government interference.”53  A campaign position paper called for “an imme-
diate repeal of the ban on gays and lesbians serving in the United States Armed
Forces.”54

Instead of circumventing the opposition, the Clinton
administration’s efforts to act quickly only served to reinforce
congressional fear.

Clinton’s potentially explosive campaign promise generated remarkably little nega-
tive publicity during the postconvention phase of the campaign. All of that changed
shortly after the election. Members of the Joint Chiefs of Staff (JCS) voiced their
dissent through retired Admiral William J. Crowe, who publicly supported Clinton
during the campaign but opposed lifting the ban, and Rep. Dave McCurdy (D-OK).
Reportedly, they urged Clinton to appoint a presidential commission to examine the
issue over a one- or two-year period.55

The tone of these discussions was not conducive to compromise. Clinton’s tran-
sition team placed John Holum, a Washington lawyer, in charge of preparing a plan
for lifting the ban. He met with General Colin Powell, the JCS, and other military
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leaders; Chairman of the Senate Armed Services Committee Sam Nunn (D-GA); and
gay rights groups. Holum’s position was that he “wasn’t there to ask whether it should
be done . . . [but] how it could be done to minimize the impact on combat effective-
ness.”56  Such a stance highlights the new administration’s hubris and inflexibility.
Holum’s report was finished in early January and sent to Little Rock for Clinton to
read. It contained warnings of the danger ahead by two of Secretary of Defense Les
Aspin’s advisors. They urged the new administration to develop a strategy for heading
off the impending conflict with the Congress.

Early legislative action on this issue will be detrimental . . . to the president’s
long-term relations with Congress, his relationship with the military as
commander-in-chief and may hinder the intended policy of change.57

The incoming administration’s early efforts to lift the ban on gays in the military
were also hampered by its naïveté about the nature of governing. Concerned prima-
rily with keeping its campaign promise, the Clinton administration felt compelled to
move quickly out of a fear that conservative Republicans and Democrats in Congress
would write the existing administrative ban on gays into law by attaching it as an
amendment to an early piece of legislation. Instead of circumventing the opposition,
the Clinton administration’s efforts to act quickly only served to reinforce congres-
sional fear about the consequences of this move. The new administration’s reassur-
ances to gay rights groups of Clinton’s continued support further reduced the room
for compromise with Congress.

Aspin’s aides recommended a meeting among President Clinton, Senator Nunn,
Senate Majority Leader George Mitchell, and Senator Ted Kennedy to plot out a
strategy. No such meeting took place. In fact, Clinton did not meet face-to-face with
the JCS on this issue until January 18, a delay that angered the chiefs and their sup-
porters in Congress, who felt that they should have been consulted from the outset
about a major change in military policy. Aspin himself urged Clinton to approach
this meeting not as a negotiation but “as the first step in the consultation that you
have promised.”58

Senator Nunn, without whose support the administration had no chance of suc-
ceeding, was reportedly angered by Clinton’s failure to consult Congress; and Senator
Dan Coats (R-IN), who led the Republican opposition to lifting the ban on gays in
the military, complained about the new administration’s “in-your-face” approach:

During Aspin’s confirmation they said they would consult and hold hearing . .
. it was really a surprise when the president simply announced he was going to
do it immediately.59

The need for compromise was not lost on all members of the new administration.
The voice of Secretary Aspin, a veteran of Capitol Hill, is conspicuous. He noted on
January 18 that

the votes in Congress, if it comes to it, are overwhelmingly against it. . . . The
point you’ve got to understand is that as a practical matter we are not going to
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be able to force this down the throat of the Congress. . . . If Congress does not
like it, it isn’t going to happen.60

In the end, Clinton compromised and set July 15 as the date for a formal execu-
tive order lifting the ban on gays in the military. His action allowed Majority Leader
Mitchell to postpone any votes on the subject with the argument that the
administration’s position was not yet in place. The six-month breather also allowed
for congressional hearings and for continued negotiations between Aspin and the
JCS. These tense meetings produced the “don’t ask, don’t tell” policy, an agreement
under which soldiers are not asked about their sexual orientation but would be dis-
missed for homosexual conduct.

The foreign policy issue that offered the most openings to
criticize the Bush record was Bosnia.

Clinton’s naïveté about the process of governing and building a consensus in
Washington and his highly developed sense of confidence in his own political abilities
were very much in evidence in the handling of this issue. Clinton proceeded initially
as if campaign promises would automatically and painlessly translate into policy by
virtue of his electoral victory.

Policy Priority 2: Bosnia. Vacillation is a common critique of the Clinton
administration’s foreign policy, and its policy toward Bosnia was no exception. How-
ever, Clinton’s early Bosnia policy shows the influence of electoral politics and the
transition. In fact, the Clinton transition can be read as a missed opportunity to
control and channel the influence of Clinton’s personality on foreign policy.

Sandy Berger, candidate Clinton’s advisor on national security affairs, correctly
predicted that President Bush would try to portray Clinton as inexperienced and
unqualified to deal with foreign policy problems. To counteract this argument, Clin-
ton brought together a small group to work on national security issues. Its core con-
sisted of Berger, Anthony Lake, and Richard Holbrooke. They agreed that Clinton
should follow a two-pronged strategy: criticize the Bush record where it was weak and
adopt a more forward-looking position on some foreign policy issues than did Bush.61

Holbrooke notes that in the summer of 1992, the issue that offered the most open-
ings on both counts was Bosnia.62

Clinton proceeded to attack the Bush administration on Bosnia for “turning its
back on violations of basic human rights” and “being slow on the uptake,” and he
promised to “make the United States the catalyst for a collective stand against aggres-
sion.”63  Fearing that the actions of a Clinton presidency might not match its cam-
paign rhetoric, in August 1992 Holbrooke wrote a memo to Clinton urging him to
adopt a more vigorous policy against Serb aggression and counselling him that the
choice was not between “Vietnam and doing nothing.”64

Holbrooke notes that after the election he had little contact with his campaign
colleagues, who were now deep in the transition process. Returning from a December
trip to Sarajevo and Zagreb, Holbrooke wrote another memo, this time to the soon-
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to-be National Security Advisor Lake and Secretary of State Warren Christopher, one
week before inauguration. He was told by associates that the Clinton team was deeply
immersed in its own discussions over Bosnia and did not want to hear anyone else’s
views.65  As predicted, no one responded. Weeks into the new administration, Hol-
brooke contacted Lake to find out if the memo had been received. He was told that it
was “useful” but that some of his recommendations “undercut us at the U.N.”66

On Bosnia, the subject that preoccupied the president-elect’s foreign policy team
was whether or not to support the Vance-Owen peace plan. Bush had supported the
plan, and in an interview on January 13, 1993, Clinton indicated that he did as
well.67  Lake also voiced support for the plan just prior to his taking office.68  Yet,
beneath these public pronouncements of support, disunity existed.

Internal conflict over what to do about Bosnia came from three sources. The first
can be found in the outlooks of the key members of Clinton’s foreign policy team.
Secretary Aspin wanted to do as little as possible on Bosnia; Lake favored strong
action; and Christopher “was on different sides at different times.”69  Secondly, there
was a desire on the part of many people surrounding Clinton to distance the new
administration as far as possible from the Carter administration, of which Cyrus Vance
was a part. Elizabeth Drew notes that “generally speaking, people who served in the
Carter administration were not held in high regard” when it came to filling cabinet
posts.70  David Owen writes that Vance was seen as an “old-style Democrat,” some-
thing the “new-style Clinton Democrats” wanted to put behind them:

Clinton, himself, and the people in the White House closest to him, unlike
Christopher, Tony Lake, and Les Aspin, barely knew Cy Vance. They were
from the South and West, were not influenced by the East Coast foreign affairs
establishment and were determined not to be labelled a Carter Mark II
administration.71

The third source of internal discord on Bosnia was the general sense of hubris
that is so common following victory. A senior White House official noted:

There was a legend developing from the fact that we won . . . and it carried over
into the administration. It suggested that we were more masters of our own fate
than reality allows. . . . We weren’t ready—emotionally, intellectually,
organizationally, or substantively.72

That the emerging Bosnia policy would be driven by general strategic principles
and personal beliefs with little attention paid to the ongoing diplomatic initiatives
surfaced in a February 1, 1993, meeting between Owen and Christopher in New
York—a meeting that Owen describes as “disillusioning.” He comments that as the
discussion progressed it became “painfully apparent” that in spite of the administration’s
criticisms of the Vance-Owen peace plan, Christopher knew “very little about the
details.”73  Owen attributes part of Christopher’s ignorance to the time demands of
running the transition operation in Little Rock following the election.74

The Clinton administration’s first major decision on Bosnia was made on Febru-
ary 5, 1993, and was arrived at in a rather casual fashion.75  Policymaking on Bosnia
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was the province of the Principals Committee, whose core members were Lake, Aspin,
Christopher, Powell, CIA Director James Woolsey, and UN ambassador Madeline
Albright. On that day, at the conclusion of the third principals meeting on Bosnia,
Clinton joined the discussion and indicated that the United States must take the lead
in the humanitarian effort. He then made a number of decisions, including becoming
directly involved in humanitarian action; asking the UN to authorize a no-fly zone,
and trying to get economic sanctions tightened.76

The impact of decisions did not match the rhetoric
surrounding them.

The impact of these decisions did not match the rhetoric surrounding them, and
so a series of meetings were held through April in which more options were formu-
lated. Clinton, however, kept postponing a decision. At the same time, the president’s
public pronouncements about the moral need for strong action were creating pres-
sures to act.

 The two primary options to emerge were 1) a combination of lifting the em-
bargo and launching bombing strikes against the Serbs and 2) a ceasefire and protec-
tion of the Muslim enclaves. A five-hour May 1 meeting at which Clinton had com-
mitted himself to making a decision led to the selection of the “lift and strike” option.
The decision apparently was made with little regard for the difficulty of selling this
policy to U.S. allies. Christopher was immediately dispatched to Europe to try to do
so. He had been warned by British and French leaders not to arrive with a fait accom-
pli, especially if it was the lift-and-strike option, and his mission met with little suc-
cess. The newly minted U.S. policy already was unraveling in the White House itself,
as Clinton began having second thoughts.77  With little support for lift-and-strike at
home or abroad, after his return from Europe Christopher “moved methodically to
shut down the Bosnia policy.”78

LESSONS

Transition. All three transitions under scrutiny here are of the interparty type and
are similar in many respects. All three presidents were outsiders campaigning against
the Washington establishment and claiming a mandate for change. All three presi-
dents had trouble, to varying degrees, assimilating to the Washington political culture
and in particular dealing with an aggressive Congress. All three were unfamiliar with
the process of forming policy on a national scale. All suffered setbacks and mistakes in
foreign policy during their first year. While the causes of these mistakes can be found
in many quarters, for each of these administrations, the manner in which the transi-
tion was handled proved to be an important contributing factor.

Foreign Policy Similarities. The cases examined here represent a cross section of
the foreign policy issues facing recent presidents. They include relations with Third
World states (Panama, Saudi Arabia, and El Salvador), a foreign policy problem laden
with domestic overtones (gays in the military), and a post–cold war dilemma over
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intervention (Bosnia). In spite of the considerable variation that can be found in the
details of each case, similarities emerge.

As suggested at the outset, interparty transitions are at particular risk for the
foreign policy transition syndrome. Key decisions are made during the campaign and
transition period. Personality plays a role here, but it is also clear that the transition is
a time when nongovernmental organizations can be particularly influential. The Com-
mission on U.S.-Latin American Relations influenced Carter’s Panama Canal deci-
sion; during Reagan’s transition, the Committee of Santa Fe played a similar role.
Clinton’s decision to reform the policy on gays in the military was made with little
forethought during the campaign, and his Bosnia policy was formed largely with an
eye toward distancing himself from the Bush and Carter administrations.

Secondly, key decisions were made before the foreign policy team and decision-
making process were in place. Reagan, for example, made key decisions on arms sales
before the Buckley review was completed. Clinton acted on gays in the military with-
out consulting leading military officers who opposed the move, and his transition
team in Washington had soured on the Vance-Owen peace plan even as top appoin-
tees continued to voice their support for it.

Time and again, new presidents have sought delays in order
to allow process to catch up with policy.

New administrations, perhaps heady with victory, are often surprised by the op-
position their initiatives encounter in Congress. Neither Reagan nor Clinton appeared
prepared for the hostile response with which their policy initiatives were met. Carter
appeared to realize that a new Panama Canal treaty would be unpopular, but he was
no more prepared than other presidents to deal with Congress. Time and again, new
presidents have sought delays in order to allow process to catch up with policy.

Lastly, when crucial decisions were being made, scant attention was paid to how
the new policy would be received in the affected state or whether the policy made
sense in terms of the realities of the situation. Power and size did not make a differ-
ence here. The views of the Soviet Union and major European allies were no more
considered than were those of Panama, and the realities of politics in El Salvador were
ignored just as easily as those in the Middle East.

RECOMMENDATIONS

Future presidents-elect, including the one preparing to take office as this issue
goes to press, must acknowledge that the transition period is becoming more impor-
tant. It should no longer be taken for granted as a honeymoon; it must be managed
well. The United States is the sole remaining superpower, and other countries look to
it for leadership on many matters, whether the government is in a transition period or
not.

It is clear from this review that there exists a clear dichotomy between policy and
process. As such, any efforts to avoid the perils associated with early foreign policy
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initiatives must address both sides of the problem. Even prior to the election, the
candidates should devote time to learning the foreign policy process. Those persons
who have been involved in transitions or who have written about them suggest that
candidates’ advisers and staff members are much more willing to discuss process rather
than policy at this early stage.79  These efforts must be bipartisan in nature and in-
clude experts and current representatives from the Congress. They should be available
to both presidential candidates and to their transition teams (if in place) and cam-
paign staffs.

It is only after the election that the focus should shift to specific foreign policy
problems and detailed programs. Transition teams should be formalized early and
begin work on appointments quickly. During this time, a foreign policy summit should
be held on the model of Clinton’s economic summit, which explored various options
for the president’s economic agenda. The intent would be to garner knowledge for
policy options that would later be submitted for legislative action. During the post-
election transition phase, the number of participants must be enlarged to include
members of interest groups, experts, and the people writ large. These meetings would
provide an important pregoverning forum for reviewing and critiquing the policies
advocated by the various foreign policy advisory groups that inevitably emerge during
the campaign.

Presidential transitions are very fragile periods. The time frame of eleven weeks is
simply inadequate for extensive planning in the policy or process areas. Presidential
candidates need to do all they can to ensure an orderly, organized, and politically
profitable transition. They should strive to begin the process early and focus on issues
of political process. The emphasis in this early phase should be upon learning the
Washington policy process. If presidential candidates are successful, then their presi-
dencies can begin on a confident note. If they are unsuccessful, foreign policy issues
may overwhelm them and their presidencies.

Notes
1 For example, William Schneider on CNN’s Inside Politics, November 8, 2000; and Brian McGrory, “Both
Rivals Failing Test,” The Boston Globe, November 14, 2000.
2 Richard E. Neustadt, ”Presidential Transitions: Are the Risks Rising?” Miller Center Journal, 1994, p. 4.
3 Larry Berman, The New American Presidency (Boston, Mass.: Addison-Wesley, 1987), p. 312.
4 James P. Pfiffner, “Taking Over the Government: Key Tools for a New Administration,” in Some Views From
the Campus, vol. IV of Papers on Presidential Transitions in Foreign Policy (Lanham, Md: University of
American Press, 1987), p. 63.
5 Carl M. Brauer, Presidential Transitions: Eisenhower Through Reagan (New York: Oxford University Press,
1986), pp. 180–183.
6 Ibid.
7 William F. Mullen, “Perceptions of Carter’s Legislative Success and Failures: Views from the Hill and the
Liaison Staff,” Presidential Studies Quarterly, 1982, pp. 522–533.
8 Robert A. Pastor, Whirlpool: U.S. Foreign Policy Toward Latin America and the Caribbean (Princeton, N.J.:
Princeton University Press, 1992), p. 45.
9 Ibid., p. 46.
10 Commission on U.S.-Latin American Relations, The Americas in a Changing World (New York: Center for
Inter-American Relations, 1974).



84     HASTEDT AND EKSTEROWICZ

Seton Hall Journal of Diplomacy and International Relations

11 Pastor, Whirlpool, p. 45.
12 William L. Furlong, “Negotiations and Ratifications of the Panama Canal Treaties,” in Congress, the
Presidency, and American Foreign Policy, John Spanier and Joseph Nogee, Eds. (New York: Pergamon, 1981),
p. 81.
13 Ibid.
14 Ibid.
15 Robert A. Strong, Decisions and Dilemmas: Case Studies in Presidential Foreign Policy Making (Englewood
Cliffs, N.J.: Prentice-Hall, 1992, p. 158).
16 Richard A. Melanson, Reconstructing Consensus: American Foreign Policy Since Vietnam (New York: St.
Martin’s Press, 1991), p. 102.
17 Strong, Decisions and Dilemmas, p. 146.
18 Ibid.
19 Frederick C, Mosher et al., Presidential Transitions and Foreign Affairs (Baton Rouge: Louisiana State
University Press, 1997), pp. 58–59.
20 Lou Cannon, President Reagan: The Role of a Lifetime (New York: Simon and Schuster, 1991), pp. 105–
106.
21 Michael Klare, American Arms Supermarket (Austin: University of Texas Press, 1984), p. 149.
22 Ibid., p. 150.
23 Ibid., p. 3, 42.
24 Ibid., p. 97.
25 Ibid., 150
26 Ibid., p. 151.
27 Ibid., p. 152.
28 Reagan’s First Year (Washington, D.C.: Congressional Quarterly Press, 1982), p. 20.
29 Ibid.
30 Klare, American Arms Supermarket, p. 151, 153.
31 Ibid., pp. 153–154.
32 Reagan’s First Year, p. 20.
33 Ibid., 45
34 Klare, American Arms Supermarket, p. 154.
35 Melanson, Reconstructing Consensus, p. 138.
36 Pastor, Whirlpool, p. 66.
37 The Committee of Santa Fe, A New Inter-American Policy for the Eighties (Washington, D.C.: Council for
Inter-American Security, 1980).
38 Roland Evans and Robert Novak, The Reagan Revolution (New York: E. P. Dutton, 1981), p.165.
39 Alexander Haig, Caveat (New York: Macmillan, 1984), p. 96.
40 Pastor, Whirlpool, p. 68.
41 Glenn P. Hastedt, American Foreign Policy: Past, Present, Future, 4th ed. (Upper Saddle River, N.J.:
Prentice-Hall, 2000), pp. 154–155.
42 Bruce Jentleson, “American Diplomacy: Around the World and Along Pennsylvania Avenue,” A Question of
Balance: The President, the Congress, and Foreign Policy, Thomas Mann, Ed. (Washington, D.C.: The
Brookings Institution, 1990).
43 Pastor, Whirlpool, p. 69.
44 Al Kamen, “Some Expert Advice for Clinton: Get it Right Before Jan. 20,” The Washington Post, November
5, 1992, p. A21.
45 James P. Pfiffner, The Strategic Presidency: Hitting the Ground Running, 2nd ed. (Lawrenceville: University
of Kansas Press, 1996), pp. 164–165.
46 “Who’s Who in President-Elect Clinton’s Transition Team,” The Washington Post, November 13, 1992, p.
A25.
47 “Clinton’s Cluster Coordinators,” The Washington Post, November 26, 1992, p. A27.
48 “Talking to Those Who Have Been There,” The Washington Post, December 17, 1992.



PRESIDENTIAL TRANSITION 85

Winter/Spring 2001

49 Ibid.
50 Ibid.
51 Ann Devroy, “Bush, Clinton Confer on the Transition of Power,” The Washington Post, November 19,
1992, p. A1.
52 Ann Devroy, “President Opens Military to Gays,” The Washington Post, July 20, 1993, p. A11.
53 Ibid.
54 Ibid.
55 Barton Gellman, “Clinton Says He’ll Consult on Military Gay Policy,” The Washington Post,  November 13,
1992, p. A1.
56 Dan Balz, “A Promise That Held Inevitable Collision,” The Washington Post, January 28, 1993, p. A6.
57 Ibid.
58 Stephen Barr, “Hill Backs Gay Ban, Aspin Says,” The Washington Post, January 25, 1993, p. A1.
59 Ann Devroy, “Joint Chiefs Voice Concern to Clinton on Lifting Gay Ban,” The Washington Post, January
23, 1993, p. A1.
60 Barr, “Hill Backs Gay Ban, Aspin Says.”
61 Richard Holbrooke, To End a War (New York: Random House, 1998), pp. 40–41.
62 Ibid., p. 41.
63 Ibid., pp. 41–42.
64 Ibid., p. 41.
65 Ibid., p. 50.
66 Ibid., p. 53.
67 David Owen, Balkan Odyssey (New York: Harcourt, Brace & Company, 1995), p. 96.
68 Ibid., p. 98.
69 Elizabeth Drew, On the Edge: The Clinton Presidency (New York: Simon and Schuster, 1994), p. 142.
70 Ibid., pp. 28–29.
71 Ibid., p. 108.
72 Ibid., p. 37.
73 Owen, Balkan Odyssey, p. 106.
74 Ibid., pp. 106–107.
75 Drew, On the Edge, p. 146.
76 Ibid., p. 186.
77 Ibid., pp. 197–198.
78 Ibid., p. 160.
79 Victor Kirk, “After the Victory,” The National Journal, November 28, 1988, pp. 2390–2391.



Seton Hall Journal of Diplomacy and International Relations
87

Addressing the Future

The Holy See’s Presence in International Affairs

by Angelo Cardinal Sodano

Angelo Cardinal Sodano was born in Isola d’Asti, Italy, in 1927. In
1988, Pope John Paul II named him Secretary of the Section for Relations
with States of the Secretariat of State, the equivalent of Minister for
Foreign Affairs of the Holy See. After his appointment to the College of
Cardinals in 1991, he became the Vatican’s Secretary of State, a position
equivalent to Prime Minister of the Holy See. As such, he oversees the
Vatican’s relations with states and international organizations. He also
directs the activities of the various offices of the Roman Curia, the body
that assists the Pope in the pastoral care of the church. We are pleased to
present the following excerpt from Cardinal Sodano’s address to the Seton
Hall University community on September 5, 2000.

The Great Jubilee of the Year 2000 marks a significant date for the world as a whole.
We commemorate the incarnation of Jesus Christ and the dawn of a new era of hu-
man history. At the beginning of the third millennium, Christians feel impelled to
bear clearer witness to their faith in the Lord and the Church, which has continued
his work in the world for two thousand years.

The great event of the incarnation of the Son of God divides the history of man-
kind into two parts: before and after Christ. In these past twenty centuries, humanity
has embarked upon a great journey, and the light of Christ’s Gospel has guided its not
always sure steps. It is appropriate, then, that this extraordinary event should be com-
memorated by the United Nations. In the days to come, I will join heads of state and
government from throughout the world in celebrating the dawn of the third millen-
nium. To all present, I will bring the greetings of Pope John Paul II, together with his
appeal to world leaders to respect the primacy of spiritual values in the lives of indi-
viduals and peoples. I will also assure those present of the Catholic Church’s desire to
cooperate in the transformation and ennobling of humanity in the light of the saving
message of Christ.

On the occasion of my visit to the United States and to Seton Hall University, I
have chosen to offer some thoughts on a topic of current concern that is close to my
heart: the rationale for the Holy See’s presence in the international community. I will
limit myself to a few aspects of the Church’s involvement in international life. I will
not speak of the outstanding work done by individual members of the Church—
clergy, religious, and laity. Rather my reflections will be restricted to the work of
evangelization carried out by the Holy See in the international community.
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THE MANDATE FROM CHRIST

“Go and make disciples of all nations . . . teaching them to observe all that I have
commanded you” (Mt 28:19). Docete omnes gentes, as the sharp Latin text of Saint
Matthew’s Gospel puts it.

This command expresses the universal missionary mandate that Christ entrusted
to his Apostles at the conclusion of his earthly mission. It is a command which the
Church cannot shirk: “Go and teach!” The Apostles and their successors are charged
with this duty with regard not only to individuals but also to the world’s peoples.

THE CONTRIBUTION OF THE HOLY SEE

Let me first make it clear that when I speak of “the Holy See” and “the Apostolic
See,” I am referring to the See of Rome, where according to God’s plan St. Peter
established his “chair” as a teacher of truth. Every Episcopal See is holy, because it is
sanctified by the grace of Christ and is constantly engaged in raising up holy men and
women. Similarly, every Episcopal See is apostolic, since every bishop is linked to the
Apostolic College, to the Twelve Apostles sent by Christ to preach the Gospel to the
whole world. But the See of Rome has always been called “the Holy See” or “the
Apostolic See” par excellence, because of the primacy that Christ conferred upon St.
Peter and his successors.

Having made this point, it can now be said that throughout history, the Holy See
has always been at the forefront of the church’s efforts to proclaim the Gospel of
Christ. All Christians are reminded of the call to work and pray for the spread of the
Gospel when they recite the Lord’s Prayer, imploring our heavenly Father: “Thy king-
dom come! Adveniat regnum tuum!” In my position as secretary of state, I can assure
you that this is also the whole purpose of our work in Rome. All the offices of the
Roman Curia, all the papal nuncios in the different countries of the world, all the
agencies working for the See of Peter, share this one goal: to bring Christ’s Gospel to the
lives of individuals and nations.

TODAY’S CHALLENGES

Recently, Belgian theologian Michel Schooyans wrote a book with the significant
title L’Evangile face au desordre mondial—The Gospel in a Disordered World.1  In a world
faced with the “disorder” created by ideologies old and new, Christians must con-
stantly proclaim the Gospel of Christ. In a particular way, this is the thrust of the
work carried out by the pope, the pastor of the universal Church: the papal ministry
is one of service to Christ’s Gospel, which still needs to be proclaimed to the furthest
ends of the earth.

Service to the Gospel is also the context for understanding the activity of the
Roman Curia, the complex of agencies which assist the Pope in his pastoral ministry.
The present Holy Father, Pope John Paul II, made this point very clearly in the Apos-
tolic Constitution Pastor Bonus,2  by which he reorganized the Roman Curia.
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The Activity of the Roman Curia. Article 15 of Pastor Bonus states that the various
departments of the Roman Curia are to approach all issues “with pastoral criteria and
with concern for the salvation of souls.” Pope Paul VI once described the Roman
Curia as “a permanent Upper Room” of apostles totally dedicated to the spread of the
Kingdom of God.3  As one who has spent forty years in the service of the Holy See, I
can testify that this is the spirit with which we work, at all levels, and in our efforts to
make the Christian message heard in today’s world.

Papal nuncios are in a position to give Caesar what is Caesar’s
and to ask that God be given what is God’s.

An Expression of the Apostolate. Likewise, the activity of papal nuncios accredited
to states and international organizations also must be seen as a form of apostolate. If
not, we will fail to perceive clearly the higher goals of the Holy See’s involvement in
the international community. The Church is not only a community of salvation; she is
also an institution of salvation. The Church is a people redeemed, but also a people
which redeems. The Second Vatican Council pointed to the close link between the
notion of communion (koinonia) and the notion of service (diakonia), understood as
the active face of communion. This is emphasized especially in the pastoral constitu-
tion Gaudium et Spes, which states that the Church’s specific service to the human
family is “to introduce the light which comes from the Gospel and to make available
to men and women the saving power which the Church, guided by the Holy Spirit,
receives from her Founder.”4

Institutional Means. If the Church is both a community of those who have been
saved and an institution through which salvation is offered to others, it is obvious that
she needs to employ certain institutional means to achieve her goal. These means
include papal representation. In the course of centuries, the Roman pontiffs gradually
began to send out personal legates in order to maintain contact with the particular
Churches in different parts of the world and to engage in continuous dialogue with
the civil authorities responsible for the destiny of nations.

During the early centuries of the Church, it was in relation to councils and syn-
ods that papal representation first appeared. It eventually came to be seen as an ex-
pression of ecclesial communion and as a means for promoting the Christian life.

In this regard, we might recall the example of Pope Gregory the Great, who,
before his election to the See of Peter in 590, had served for several years as the papal
envoy to the emperor of Constantinople. A Benedictine monk living in Rome, he had
formerly been prefect of the City of Rome and thus had a vast knowledge of people
and human affairs. For this reason Pope Benedict I sent him to the East in order to
improve relations with the Church of Constantinople and to maintain dialogue with
the emperor.

Gregory did not refuse this mission. Accompanied by some of his Benedictine
brothers, he set out for the Bosphorus, knowing that this activity too was a means of
serving the Church and of encouraging missionary fervor in those distant lands.
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Diplomatic Missions. With the rise of modern states in the fifteenth century, in-
ternational relations took on certain set forms, including the establishment of perma-
nent diplomatic missions. The popes too began to use these missions as a means of
ensuring permanent contact with heads of the various nations. Thus the first Apos-
tolic Nunciatures sprang up—in Spain, France, the Republic of Venice, and the vari-
ous states that are now Germany and Austria.

Today the Holy See continues to maintain nunciatures for its diplomatic rela-
tions with states, precisely so that it can maintain contact with the local Churches and
facilitate dialogue with the civil authorities, especially regarding freedom of religion
and conscience, so as to ensure freedom for the Church to pursue her spiritual and
humanitarian mission of service.

At present the Holy See, as the central government of the Catholic Church, has
diplomatic relations with the governments of 174 states. The most recent government
to establish relations with the Holy See, just a few months ago, was that of Djibouti.
Present on every continent, papal nuncios are thus in a position to give Caesar what is
Caesar’s and to ask that God be given what is God’s.

An Example of a Nuncio: Angelo Giuseppe Roncalli. One of the great papal repre-
sentatives of our times was Archbishop Angelo Giuseppe Roncalli. Before he was
appointed patriarch of Venice and then elected pope in 1958, taking the name of
John XXIII, Archbishop Roncalli was for many years a papal nuncio, first in Bulgaria
(1925–1934), then in Turkey and Greece (1935–1944), and finally in France (1945–
1953).

His diary, published after his death and entitled Journal of a Soul, contains entries
of great depth, which reflect the profound sense of the supernatural outlook which
guided his whole life. In Roncalli’s mind, every ministry in the church is meant to
have a higher supernatural goal and employ virtue as a method: generosity, patience,
sacrifice, and perseverance.

When, in 1953, Pope Pius XII asked him to leave Paris and go to Venice, Arch-
bishop Roncalli wrote in his diary:

Now I find myself engaged in direct ministry to souls. In fact I have always
believed that where priests are concerned, what passes for diplomacy must be
imbued with a pastoral spirit; otherwise it is of no account and a sacred mission
becomes something ridiculous.5

As you know, Pope John XXIII was beatified just a few days ago, on September 3, and
so he can now serve as a heavenly patron for Apostolic Nuncios.

THE HOLY SEE IN INTERNATIONAL ORGANIZATIONS

In recent decades, especially during the papacy of Pope John Paul II, the presence
of papal representations in international organizations has become much more evi-
dent. The goal is always the same: to bring the leaven of the Gospel to all the complex
reality of international relations and to international debates about social problems,
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human rights, and the rights of peoples; questions of justice and peace; and issues of
cooperation for the development of peoples.

The goal of papal representations in international
organizations is always the same: to bring the leaven of the
Gospel to all the complex reality of international relations
and to international debates.

As a consequence, the work of the Papal Mission to the United Nations in New
York has become more demanding, as has that of the Missions to the specialized
institutions of the United Nations based in Geneva and Vienna. The same may be
said of the Papal Missions to UNESCO in Paris and to the UN Food and Agriculture
Organization in Rome, as well as the Holy See’s involvement in European institu-
tions, such as the European Union in Brussels, the Council of Europe in Strasbourg,
and the Organization for Security and Cooperation in Europe, in Vienna.

The speeches delivered in New York before the General Assembly of the United
Nations by Pope Paul VI in 1965 and by Pope John Paul II in 1979 and 1995 provide
an eloquent illustration of the lofty religious aim that inspires the Holy See’s involve-
ment in the international community, namely, that world affairs be imbued with the
Gospel of the dignity of the person and the family, the gospel of harmony and peace,
and, moreover, the Gospel of truth, justice, and love.

Notes
1 Paris: Fayard, 1997.
2 June 28, 1988.
3 See Insegnamenti di Paolo VI, XI, 1973, p.257.
4 Gaudium et Spes, no. 3.
5 Journal of a Soul (Rome: 1965), p. 336.


