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Abstract

ONE HAND CLAPPING
Svystemic Change and U.S. Policy Toward Europe After the Cold War
by Timothy M. Savage

U.S. policy towards Europe remains a prisoner of the Cold War. Washington
needs to revise fundamentally its perspective and approach to Europe to take into
account basic changes in the international system, to address enduring and evolving
U.S. national interests, and to redefine America’s leadership role in the world.

Systemic changes coinciding with the end of the Cold War include:

-- the end of polarity, of ideological conflict and of globalism;

-- the decreasing salience of geopolitics and of military alliances;
-- the emergence of regionalization; and

-- the increasing importance of geo-economics.

U.S. interests in Europe have been dramatically transformed. Disjunctures in
capabilities, in probability and in intentions undermine the proposition that Washington
really needs to worry about the emergence of a hegemon on the Eurasian land mass.
While U.S. security equities in Europe are now relatively low, owing to the success of
Washington’s postwar policies, America’s economic stakes there have never been
higher -- in part for the same reasons. Overarching U.S. goals now can best be
sen)ed by the expansion and integration of the EU, giving it primacy over NATO as
the framework for America’s partnership with Europe.

The times call for adoption of a "limited-liability" security strategy, in which
Washington gradually relinquishes its traditional leadership role in defending Europe.
This might be accomplished by a deft switch in NATO and WEU structures and
functions: the WEU coopting collective security and defense functions for Europe and
the EU, respectively; NATO, less tightly net, concentrating on extra-regional missions.
This would also help the U.S. engage the EU in addressing problems beyond Europe.




INTRODUCTION

The Cold War is over; the West won. In the process, as William Hyland has
noted, "the American alliance with Europe achieved each of its basic aims: Europe is
unified, eastern Europe is liberated and the military threat of the U.S.S.R. has ended."

The question now is: Where do we go from here?

Absent consensus behind an analysis and a design to succeed George
Kennan's strategy of containment,2 U.S. foreign policy does not simply risk being
"shaped by the capricious flow of events," as many have noted.> Less commented
on is the fact that, vis-a-vis Europe, American policy remains in many respects a
prisoner of the Cold War.* The latter situation is as misguided and inappropriate as
the former.

Ironically, after the fall of the Berlin Wall and the subsequent demise of the
Soviet Union, Washington itself seems to have succumbed to a form of containment
with respect to Europe: self-encapsulation within a policy framework that is more
oriented towards aims already achieved than towards the new challenges emerging
out of America’s Cold War successes. The penchant to define the present period as
"post-Cold War" is particularly indicative of this mindset -- a perspéctive which, political
rhetoric about a "new world order" and "enlargement and engagement" notwith-
standing, fails to grasp the true significance of the end of the Cold War. Czech
President Vaclav Havel debunked this perspective when he took strong exception to
the "post-communist" and "former Warsaw Pact" monikers often used to describe his

country. In Havel's view, such formulations reflect “the unwitting nostalgia in the West




for the old order" as well as "an inability to comprehend the essence of the new
situation, and a lack of imagination and courage in the search for new solutions
commensurate with the new circumstances.”

The "post-Cold War" mindset has been sustained in large measure by:
(a) the absence of a clearly identifiable ideological, political and military challenge
succeeding, in both scope and intensity, that which the Soviet Union personified during
the Cold War, and (b) the deliberate (and, in my view, wise) decision by the West not
to claim -- and thus not to celebrate and/or dictate the terms of -- victory over Moscow
in the Cold War. As such, the end of the Cold War is acknowledged, but a new

beginning has not yet been defined. In these circumstances, business-as-usual by

default remains the agenda of the day.

In the wake of the Cold War, the United States needs to re-examine its policies
toward Europe, as well as towards the world at large. A "bottom-up review" is called
for, extending beyond the military realm® to encompass a grand strategy that:

-- takes into account far-reaching changes in the international system,
-- identifies evolving, as well as enduring, U.S. interests, and
-- articulates America’s goals -- and thus our role -- in the world.

This paper is offered as a contribution to the much needed debate about such a
grand strategy.” Given the central importance Europe has historically played in U.S.
foreign policy, and particularly its pivotal role in the Cold War, attention is focused on

“that region.

As used here, "Europe" is a self-defining concept. It is synonymous with the




emerging European Union (EU), i.e., the current fifteen states which comprise it plus
the EU’s prospective members, stretching from the Baltics to (perhaps) the Balkans.
As such, it adopts the perspective that the EU "is the new reality upon which the

"8 Russia, Ukraine and the other

future of transatlantic relations will have to be built.
Newly Independent States of the former Soviet Union (NIS), as well as Turkey, are --
like the United States -- "in, but not of, Europe," since none is a likely candidate for full

EU membership in the foreseeable future.’

ITS A NEW WORLD — ALL OVER AGAIN

We live in a vastly different world from that which led to the adoption of the
strategy of containment as America’s compass in foreign affairs. Looking back on the
first half of the 20th century at its mid-point, the authors of NSC-68 noted: “During the
span of one generation, the international distribution of power has been fundamentally
altered."’® To buttress this point, Paul Nitze and his colleagues noted that during the
previous 35 years the world had witnessed two global wars, two revolutions, the
collapse of five empires, and the drastic decline of two major imperial systems. But
the changes that disturbed them were not primarily these realignments of the deck
chairs. Rather, NSC-68 flagged two accompanying developments that for its authors
augured a potentially ominous transformation of intemational affairs. Both were novel
phenomena. The first was the "polarization of power," i.e., the emergence of a
bipolar system around Moscow and Washington. The second was the "underlying
conflict in the realm of ideas and values," i.e., the ideological nature of the contest

"between U.S. purpose and Kremlin design.""




Thé end of the Cold War has, in a sense, turned back the clock to more
"normal” times. Neither bipolarity nor ideological conflict is a hallmark of the current
period. Yet the world has not gone "back to the future," as some analysts have
predicted.” Indeed, the international system -- at least that portion encompassing the
old "First and Second Worlds" -- has fundamentally changed in at least seven
respects. These changes are at least as far-reaching in their implications for relations
among developed states -- particularly those of the "First World," and thus for U.S.
policy towards Europe -- as those identified at the outset of the Cold War.

End of Polarity: The first and most obvious change in wake of the Cold War,

as noted, is that bipolarity has vanished, along with the former Soviet Union. There
remains, however, intense debate about what has taken its place. Competing
theoretical models and historical analogies have been advanced.'> However, given
the magnitude of the change coincident with the end the Cold War -- necessitating, as

4 _

this paper argues, a paradigm shift to understand the "new world order"™ -- some

analysts wisely suggest that we:

be wary of the prison of old concepts. The world order after

the Cold War is sui generis, and we overly constrain our

understanding by trying to force it into the procrustean bed of

traditional metaphors with their mechanical polarities.’

Elaborating on this theme, Robert Jervis and others have pointed out that,

although the Soviet Union clearly was the loser of the Cold War, neither the U.S., nor
the West collectively, nor any other country or coalition has acted like the winner,

"ready to move into the power vacuum and structure a new set of rules to guide

international behavior.""® Reflecting on the general nature of relations among states




following the Cold War, Jervis pronounces the "configuration is so odd that we cannot
easily determine the system’s polarity.""’

This is because "polarity" no longer functions in the international system -- at -
least not at the global level. The term itself is very much a construct of the Cold War,
bound up with ideology and the attraction (or repulsion) of competing and mutually
exclusive ideas and values. As a defining attribute of the structure of the intermnational
system, it is thus not surprising that "polarity" -- and not just "bipolarity"® - should
vanish with the passing of the Cold War. The end of polarity is a manifestation of two
other transformations in the international system: the end of ideological conflict on a
global scale (as noted, the other salient feature of the Cold War highlighted by NSC-

68); and the end of globalism itself.

End of Ideological Conflict: While Francis Fukuyama may have been

premature in declaring "the end of history,""® the end of the Cold War, if nothing else,
marks the victory of liberal democratic capitalism over authoritarian communism.?
With basic agreement in the developed world on what constitutes “legimitacy,"
ideology -- now unchallenged -- paradoxically has lost its dynamic force as a variable
in the international system. In place of competing ideologies, “a far greater
pragmatism" is emerging as a the guiding force of foreign policies.?’ This is manifest,
for example, in enhanced nationalistic sentiment and increased emphasis on national
interests, phenomena that, in turn, reflect the "domestication" of foreign policy.?
Indeed, like politics itself, foreign policy is increasingly local.

In tandem with the end of polarity, this development has potentially far-reaching




implications, not least fqr U.S. relations with Europe. First, given the "ideological
nature of American internationalism," the end of the Cold War "has deprived the
United States of the moral underpinnings that guided its policies for the past half-
century."® This is likely to prompt further reflection on (if a not redefinition of) the U.S.
role in Europe and in the world at large. Second, if there is validity in the argument
that liberal democracies tend not to go to war with each other,* the West's victory in
the Cold War and the end of the long ideological struggle are doubly encouraging.

But the prospects of peace among Europe’s new and established democracies on a
united continent likewise raises the question of the role of outsider America in Europe.
Third, as Owen Harries has argued, the end of the Cold War and the disappearance
of f'the East' draws into question the very premise "that 'the West' continues to exist
as a political and military entity."*® One hand clapping makes no noise, even if it is the

hand of the victor.

End of Globalism: Similar "one-hand-clapping" logic leads to the conclusion

that globalism also has lost its primacy as an organizing principle of international
relations. The demise of the Soviet Union as a full-fledged superpower -- in the sense
of a state possessing an array of world-class capabilities (i.e., military, economic as
well as political) and world-wide interests -- suggests that the standard, Cold War --
i.e., global -- way of looking at the world is no longer predominant. With the United
States left as the world’s "sole remaining superpower" and with little likelihood of an
opposing "superpower” emerging in the foreseeable future, questions which have been

pivotal because of their relationship to the global contest for power are no longer




politically interesting or even deemed relevant. The dynamic defining the international
system has shifted elsewhere, and our level of analysis®® needs to shift with it.

Emergence of Regionalization: In place of the global power balance which

characterized the Cold War, the "regionalization” of international relations has
emerged as a fourth, defining characteristic of the new world order.?” Individual
regions in their own right have become the relevant stages on which international
affairs are now played out. This is borne out most visibly in the economic sphere by
the emergence of -- and momentum behind -- new or evolving regional arrangements,
e.g., the EU, APEC, and NAFTA . It is also evident in the increased clustering of
interactions on a regional basis.
Despite the conventional wisdom about the "globalization of the world
economy," in Europe, East Asia and North America economic activity is assuming an
“increasingly regional character.?® Intra-EC trade, for example, increased from
approximately 35% of total EC imports and exports in 1958 to nearly 60% in 1990; in
the latter year, intra-EC/EFTA trade accounted for almost three-fourths of all
EC/EFTA imports and exports.*® Although Europe is usually viewed as a world
trader, the percentage of Europe’s world exports and imports drops significantly when
intra-regional trade is discounted: 1991 exports decline from 45% to 14%; imports
drop from 43% to 11%.% A recent Economist survey also debunks the conventional
wisdom that business is going global, noting that "the typical multinational...is
becoming a regional" not a global firm, and that “foreign direct investment has a

strongly regional flavour."®'




In the security sphere the focus has also been "regionalized.” In his preface to

the Report on the Bottom-Up Review, for example, then Secretary of Defense Les
Aspin notes: "First and foremost, the Bottom-Up Review provides the direction for
shifting America’s focus away from a strategy designed to meet a global Soviet threat
to one oriented toward the new dangers of the post-Cold War era. Chief among the
new dangers is that of aggression by regional powers."* The "strategic" concerns of
today’s U.S. force planners have tumed from fielding invulnerable ICBM'’s to ensuring
"substantial investments in modern cargo aircraft and the sealift fleet, and in
prepositioning more heavy equipment and supplies in regions where large scale

threats may develop."®

Geopolitics Is Dying . . . A fifth, distinguishing feature of the international

system following the end of the Cold War is the decreasing salience of security
questions in relations among the major powers and the growing irrelevance -- if not
the end -- of geopolitics.** This observation obviously declines in validity as one
proceeds along a spectrum from "First World" to “Third World" states, but holds most
strongly for the United States.

As various analysts have pointed out, "for the first time in ovér half a century,
no single great power, or coalition of powers, poses a ‘clear and present danger’ to
the national security of the United States."*® Robert J. Art, moreover, argues that
"geopolitical imbalances...pose no threat to the United States",* and, indeed, that
"nuclear weapons have severed the connection between America’s security and the

balance of power on the Eurasian landmass, and thereby invalidated traditional




geopolitical Io\gic."37 The negation of geopolitics by nuclear weapons, of course, is not
a totally new phenomenon, nor is it one restricted in applicaﬁon only to the United
States. It is a residual product of the Cold War.

But it is not just -- or even primarily -- the particular metaphysics of deterrence
in its national, extended or even conventional (as some would argue) variations that
has trumped the logic of geopolitics in the First, and increasingly in the Second,
Worlds. The imperatives of the post-industrial age are eroding the static calculus of
geopolitics, rendering the latter as anachronistic as the maps of MacKinder and
Spykman. Stephen Van Evera describes the discontinuity: Where in the past a state
could occupy a neighbor and "domesticate and milk" its smokestack economy, today’s
knowledge-based forms of production would "wither under such captivity." As a result,
a "hegemon would gain far less military potential from its conquests than once was the
case. Indeed, it might gain no power at all, or could even suffer a new power-loss." %
Jervis reinforces this point: "Most importantly for a consideration of the political
relations among the developed countries, no one in any of these states believes that
his or her country can grow richer by conquering any of the others than it can by
trading with it, in part because the techniques of controlling an occupied country are
not compatible with making a post-industrial economy function well."¥

In sum, war among the developed states has become extremely unlikely. The
logic of geopolitics is no longer compelling owing to three basic changes:

o The costs of war -- in every sense -- have significantly increased.

o The gains have decreased and can be better achieved by other means.




o The post-industrial age has altered the values of developed states.*
The very success of containment, moreover, has deflated the salience of geopolitics, if
not vitiated its logic. To paraphrase Van Evera: Geopolitics "assumes the existence
of an opponent that could gain hegemony if unopposed."’ Following the Cold War,
geopolitics could only operate if the United States opted to pursue a “unipolar,”
hegemonic policy. But this has been rejected.* Regionalization is a symptom (and
perhaps a cause) of the failure of a potential hegemon to emerge, as are the end of
polarity and the abatement of ideological conflict on a global scale. This situation
leads Fred Halliday to conclude: "The end of the Cold War has brought to an end a
century or so in which relations between the great powers had been dominated by
military conflict, or the threat thereof....For the first time since 1894, there is no major

threat of great power war."*

Alliances As Relics. . . This raises the question: With the Cold War over, are

military alliances -- NATO, in particular -- also anachronistic? Although the jury is still
out, a sixth, defining feature of the evolving intemational system arguably is that the
permanency and centrality of alliances are indeed relics of the Cold War.*

It is instructive to recall that the Cold War, with its focus on security issues from
a bipolar perspective, was defined as much as by alliances as by nuclear weapons. In
his classic study, Alan Ned Sabrosky has argued: "The need for alliances (formal
and informal alike) was implicit in the doctrine of containment” -- a point which
Washington’s evident "pactomania” during the initial stages of the Cold War tends to

reinforce.*® And, of course, it was only the unique circumstances of the Cold War, as

10




articulated in NSC-68, that reversed U.S. observance of George Washington’s
injunction against entangling alliances and prompted founding of the Western Alliance.

While both are artifacts of the Cold War, nuclear weapons and alliances differ in
that only one of the two cannot be "uninvented.” This helps explain why the former
will continue to exist long after the end of the Cold War, but not why the latter should.
The demise of the Warsaw Pact, of course, puts the spotlight on NATO. If "one-hand-
clapping" logic helps explain the passing of features of the international system
strongly associated with Cold War, is it not also bound to significantly affect the
Atlantic Alliance?

Donald Snow notes that "a military alliance requires both a workable strategic
concept that defines the probable dangers and the means to deal with them."*® Like
others, Snow questions whether NATO -- absent a "Feindbild" (enemy) -- can define a
plausible, new strategic concept and concludes:

Some of the old structures linger because they are

large and they came with no disassembly instructions.

Yet, even among those who defend the continuation of

Cold War instruments such as NATO, the old justifications

have simply vanished with stunning speed.*’
Eschewing wishful thinking, former Defense Secretary James Schlesinger has echoed
this view saying: "The great mission for NATO is largely gone."*®

Senator Richard Lugar implicitly agrees when he argues: "The status quo is
neither desirable nor sustainable ." He adds a "bicycle theory" perspective, i.e., that

"the choice is not between the current NATO and a new NATO, but rather between a

new NATO and no NATO." In doing so, however, Lugar says that not just a new




raison detre for NATO must be found, but also a new modus operandi. He suggests

that collective security -- rather than collective defense, the defining element of an
alliance -- become the operating prinéiple. Thus, in the final analysis, Snow,
Schlesinger and Lugar agree that, with the Cold War over, existing alliances are not
sustainable and must at least be fundamentally transformed in order to save them.
t. 50

Even NATO is aware that it must radically reinvent itself if it is to remain relevan

... Long Live Geo-Economics!®' A seventh, and perhaps the most

significant, characteristic of the emerging international systerh is the increasing
salience of economics in defining the foreign affairs agenda. William Hyland
underscored this when he recently wrote: "The gatherings of the Group of Seven
industrialized nations are a more accurate reflection of contemporary power realities
than, say, a NATO meeting or an East-West summit."®?

During the Cold War, military considerations and capabilities clearly lay at the
center of the strategies of both Moscow and Washington. All other factors were
secondary to, if not supportive of, defense objectives. For example, analysts
generally agree: "Most U.S. global econohic initiatives, especially those attempting to
create systemic structures in the early postwar years, were primarily movitated by
security concemns." The same was true of Soviet policy.

Overriding security objectives also worked to blunt economic frictions within the
respective camps. For its part, the United States seldom employed its security
leverage directly in pursuit of its economic interests. If anything, Washington

significantly tempered its liberal, free trade perspectives to ensure Western solidarity,
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as evidenced particularly in the GATT rounds of the 1950’s and 1960’s and American
support for the nascent European Community.>* U.S. allies, most particularly West
Germany, acted in a similar fashion, creating a situation in which economic and
security issues were effectively compartmentalized, with priority going to the former.®®

With the Cold War over, this distinction between "high" and "low" politics has
lost much of its inherent validity. As U.S. Special Trade Representative Mickey Kantor
has noted, one of the "new realities" is that the "end of the Cold War means our
domestic and economic priorities are no longer subordinated to foreign policy priorities
-- they now work in tandem."*® In addition, the decreasing utility of military power as
an instrument of state policy, as discussed above, has augmented the role of
economic considerations in international affairs.*’” But more importantly, economics
has achieved greater salience because national welfare -- most especially that of the
major powers -- is increasingly being affected by international economic developments
and trends.

For the United States, trade (imports and exports) is now equivalent to over
one-quarter of the GDP, up from less than 10% in 1965.%8 In 1992, over 7 million
Americans owed their jobs to merchandise exports; an additional 3.5 million workers
owed their jobs to services exports.*® Imported component parts and raw materials,
moreover, are essential for many domestic industries and the jobs they sustain. Trade
also effects those American producers who neither import nor export, but interact with
firms that do. According to the Council of Economic Advisers, when such indirect

effects are included, trade accounted for nearly four-fifths of the increase in domestic
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production of manufactures between 1987 and 1992.%° Thus, it is not surprising that
senior U.S. officials now declare that "international trade is increasingly vital to

American prosperity"®' and has become "the primary avenue to new growth and the

creation of jobs."

International finance also increasingly defines America’s current and future
national well-being.%® Without foreign funds, U.S. interest rates would be higher,
domestic investment would be lower, and economic growth would proceed at a slower
pace. The U.S. current account deficit, which mushroomed in the 1980’s and early
1990's to $108 billion in 1994, is the most commonly cited symptom of chronic
dependence on foreign capital to sustain the American standard of living.** But there
are other indications that America’s economic welfare is now inextricably linked with
the international financial system. In 1992, foreign investment in the U.S. amounted to
over $2.7 trillion, up from $107 billion in 1970; at the same time, American firms have
invested a fifth of their capital overseas and in 1992 owned a quarter of the world’s
foreign direct investment stock.”®> Moreover, there is apparently synergy between
international trade and finance, suggesting that the trends noted here probably will
continue, if not accelerate. A number of recent studies, for example, conclude that
foreign direct investment is more likely to create trade than to reduce it.%°

But perhaps most significantly, the U.S. economy -- like other "mature”
economies -- appears to have become so embedded in the four-to-five-times larger
world economy that traditional national policy instruments (e.g., monetary policy and

exchange-rate interventions) have been weakened to the point that they no longer
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produce the response they had in the past. As C. Fred Bergsten observed in 1992:
"The United States thus enters the decade without the usual policy tools to promote
domestic demand and will have to rely on foreign markets well into the 1990s."”

In sum, international economics -- including its technological, environmental and
energy aspects not taken up here -- has emerged as a central, domestic security
issue. This is not only true for the United States. As various studies confirm, the
world’s other major powers are even more significantly affected by the dynamics of the

international economy than the United States.®

U.S. INTERESTS AND EUROPE

The end of the Cold War and the seven systemic changes outlined above
| argue strongly for a reappraisal of U.S. interests vis-a-vis Europe. Europe itself is a
very different place from what it was only a few years ago -- and it is still evolving.
The Old World is, as Europeans tend to say, again an object rather than the subject of
international politics. Rather than the “prize" around which the Cold War superpowers’
struggle centered, Europe is today defined by German unification, EU integration, and
political and economic reform in Eastern Europe. All three developments were central
goals -- and major achievements -- of postwar U.S. policy. Now, however, all three
are essentially internal European developments.
What then are U.S. interests in Europe, and how should they be pursued?

Security Interests: The central premise of U.S. policy towards Europe for the

last fifty years has been that it is "essential ... that no single Continental land power

should come to dominate the entire Eurasian land mass."®® This notion, which holds




that America’s survival is intrinsically bound up with Europe’s security, defined postwar
U.S. interest and engagement in the region.

This premise, however, is false today -- and probably never was entirely valid.

The idea was popularized by George Kennan in the late 1940’s, in conjunction
with his containment strategy. It has been cited by Presidents and Secretaries of
State ever since -- even after the end of the Cold War™ -- as a basic tenet of
American foreign policy, on a par with the Monroe Doctrine.”' Its roots go back to the
geopolitical theories of Sir Halford MacKinder and his American follower, Nicholas
Spykman.”? The idea rests on the argument that a hegemon controlling the Eurasia
“heartland" would possess resources and an industrial base capable of outstripping
“rimland” states, like the U.S., and, eventually, could defeat America -- militarily or,
alternatively, by means of an economic blockade.

While a politically appealing argument both during and after World War Il, there
has always existed a question as to whether a heartland hegemon could in reality
pose a conventional-military or economic threat to U.S. survival. Even Spykman had
strong doubts.” The protection afforded, inter alia, by the Atlantic and Pacific oceans,
after all, was -- and still is -- not insignificant.

Today, following the end of the Cold War, the implausibility of the MacKinder-
Kennan thesis is even more pronounced. Only nuclear weapons threaten the physical
survival of the United States. A new Eurasian conventional military force, supported
by the industrialized might of the double continent, cannot. But, more to the point,

even if a hegemon could threaten U.S. survival, in the foreseeable future it remains
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inconceivable that a single power will come to dominate the Eurasian land mass. In
the western half of Eurasia, Russia’s defeat and exhaustion after the Cold War would
seem to leave the EU as the only candidate for becoming the hypothetical hegemon.
But it is extremely difficult to imagine: (a) that the EU would ever aspire to such a
position, which, inter alia, means absorbing Russia, Ukraine, etc.; or (b) if it did, that
Washington would view a democratic Europe, which it helped to unite, as a threat to
American survival.

In sum, disjunctures in capabilities, in probability and in intentions -- made all
the clearer by the end of the Cold War -- seriously undermine the geopolitical
proposition that Washington really needs to worry about the emergence of a single
hegemon on the Eurasian land mass.  This reality, in part, lay behind Secretary of
State Warren Christopher’s statement in late 1993 that Europe was "no longer the
dominant area of the world." The heartland is now the United States.

By the same token, as Van Evera has argued, since "America’s sovereignty
cannot be threatened by events in Europe," then "America’s European commitment
can no longer be justified by the national security concerns" advanced in the past.”
Paradoxically, the only military threats to U.S. security now emanating from Europe
are those self-inflicted, potential risks derived from NATO treaty obligations that
require the U.S. to come to the defense of the transatlantic allies. William Maynes
notes that pushed to its extreme this line of reasoning leads to the conclusion: "A
foreign policy based strictly on national interests would permit a sweeping

retrenchment of the American presence in the world. With the Cold War over, no




nation threatens American survival in any direct way."”®

While official policy pronouncements have yet to approach this cross-roads, let
alone to turn the corner, defense planning in important respects is already consciously
or unconsciously heading in this general direction. The trend is illustrated by:

(a) the Pentagon’s "base force" concept -- a posture adopted in the early 1990’s
which combines retrenchment with an emphasis on power projection;

(b) the scale of the U.S. reductions in Europe -- a 70% decline in active duty forces,
which is more than twice the size of the total U.S. force drawdown;”

(c) the proportionately far greater withdrawal from Europe than from other regions --
e.g., the more modest 25% reduction in East Asia’™ and the 400% increase in forces
in the Persian Gulf region compared to the situation before the war;”

(d) the purposeful tailoring of NATO-earmarked forces to fulfill more likely CENTCOM
missions -- highlighted by expanding "the concept 'across the Atlantic’ to include
Europe, South-west Asia and the Middle East;"*® and

(e) the Clinton Administration’s "two major regional conflicts" strategy -- an approach
geared towards non-European contingencies, notably the Persian Gulf and Korea.*

Economic Interests: While U.S. security equities in Europe are now relatively

low -- owing to the very success of Washington’s postwar policies -- America’s
economic stakes in Europe have never been higher, in part for the same reasons.
When all economic activities are considered, the U.S.-EU partnership is now over a $1
trillion relationship.®

After Canada, Europe is America’s best customer. Not only does the EU take
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between one-fifth and one-quarter of all U.S. merchandise exports, but America’s
trade with the EU has been consistently balanced -- with slight surpluses in three of
the last six years, according to the IMF, and slight deficits in the other three years.®
In 1994, two-way merchandise trade totaled $226.2 billion, up from $175 billion six
years earlier. (For purpose of comparison, in 1994 U.S. two-way trade with Canada,
Japan, China and the Asian NIC’s was, respectively, $240.8 billion, $173.2 billion,
$48.4 billion and $130.9 billion.?) Moreover, sales by U.S. multinational firms in
Europe amount to some six times U.S. exports to the EU -- approximately $620 billion
in 1988.8° Subsidiaries of EU companies in the U.S., on the other hand, have created
an estimated three million American jobs; another 2.3 million U.S. jobs are linked to
exports to the EU.*®

As the figures on multinational sales imply, U.S. direct investments in Europe
are also significant. From $74.3 billion in 1982, U.S. direct investment in European
Community states increased to $172.9 billion by 1990. (For purposes of comparison,
U.S. direct investment in Latin America was $72.5 billion in 1990, and $63.3 billion in
Asia and the Pacific.¥’) In 1992, U.S. direct investment in the EU stood at $201
billion, about 42% of the total.®® European direct investment is even more extensive,
amounting to more than half of the $517 billion in total foreign direct investment in the
U.S. in 1993.%°

While very much a mutually beneficial "two-way street,;' U.S.-EU trade can also
be a two-edged sword. Euro-American wrangling has characterized each GATT

negotiation since the Dillon Round 35 years ago. The increasing importance of
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exports as a factor in national economic welfare, as noted earlier, has elevated trade
on the foreign relations agenda. As expanding volumes of trade give more domestic
interests a higher stake in trade policies, the resulting "increased politicization of trade
policies," as one European analysts argues, "can be expected to complicate and
occasionally disrupt transatlantic relations in the 1990s."* Likewise, the growing ties
between the United States and Europe forged by the increased flows of direct
investment across the Atlantic in both directions are so intense that a Congressional
Research Service analyst has opined that they "are challenging traditional concepts of
sovereignty, market concentration, and the role of the government in the market."*’

U.S. portfolio investments in Europe far outstrip American holdings of stocks
and bonds from other regions of the world. Americans held $210 billion of West
European securities in 1993, up sharply from $134 billion the previous year -- and
more than double the amount invested in neighboring Canada.” For their part, West
Europeans invariably turn to the U.S. market when making foreign portfolio
investments. As one recent study noted: "European purchases of American firms
helped fuel the takeover frenzy and the soaring stock markets of the 1980s."%
Holdings of U.S. securities (excluding U.S. Treasury securities for which figures were
not available by area) amounted to $417 billion in 1993 -- four times greater than
Japanese portfolio investment in the United States and six times greater than
Canadian investment in U.S. stocks and bonds.**

As the sharp rise in U.S. portfolio investments in Europe in 1993 illustrates,

stocks and bonds (and European holdings of Treasury certificates), owing to their
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inherent liquidity, can be very volatile. When this is coupled with their absolute size,
foreign investments become not only infusions of capital, but also potential
transmission belts of external influence and potential instability.

Given the multiple U.S.-EU trade and investment linkages, sharp variations in
short-term economic circumstances inevitably provoke differences of view on
macroeconomic questions, which, in turn, can spill over into other areas. A recent
study has shown that "severe transatlantic tensions arose during previous periods of
sharp divergences (in U.S. and EU short-term economic performance as measure by
seven key variables) during the Nixon and Reagan Presidencies."” And, as the
recent Uruguay Round of the GATT again demonstrated, Euro-American economic
differences can also have potentially significant repercussions far beyond the
transatlantic region. This is because together the U.S. and the EU account for 30% of
world trade and 60% of world GDP.

Political Interests: Throughout the postwar era, United States policy sought

two central goals vis-a-vis Europe: Western European unity and the liberation of
Eastern Europe. The first sought to overcome, through the process of integration,
historical animosities that had plunged Europe into two disastrous wars during the first
half of the century -- wars that inevitably drew in the U.S. The second, rooted in the
overarching struggle with Moscow, domestic ethnic linkages with Eastern Europe, and
the specter of Yalta, sought to overcome the artificial division of Europe.

With the end of the Cold War, Washington heralded the achievement of its two

basic goals for Europe. The "Declaration on U.S.-EC Relations" of November 20,
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1990, in many ways symbolized formal recognition of the irreversibility of the EU
integrative process. In even more dramatic fashion, the revolutions of 1989 -- and the
free elections that followed in 1990 -- mark the "return to Europe" of the other half of
the Old World. Together, the two developments laid the foundations for a new
American partnership with Europe -- a Europe "whole and free."

Overarching U.S. goals vis-a-vis Europe following the Cold War are basically
threefold: a continent that is (a) free from domination by any power hostile to the
United States; (b) open to American businessmen and investors; and (c) willing and
able to cooperate on a range of global issues.®® These aims tacitly reaffirm the
continuing viability of the postwar U.S. goal with regard to Western Europe -- i.e.,
unification -- but now extend it to the entire continent and highlight the fact that
"America’s national interests ... have shifted sharply in the direction of economics."”’

For Washington, these goals can best be served by the expansion and
integration of the EU. The reasons are manifold, but -- as the Economist argues --
may be summarized in two words: convenience and burdensharing.®® First, it is
clearly easier for the U.S. to deal with one interlocutor rather than 15 -- or 21, or more.
Second, a strong and confident Europe makes a better partner than a weak and
divided one. Third, an integrated Europe promises continued stability in the Oid
World; indeed, as President Clinton has declared: "the new security must be found in
integration."® Fourth, an enlarging Europe perforce raises the EU’s horizons and the

requirement for it to shoulder greater responsibilities. As one observer has noted, the

revolutions in Eastern Europe "increased the interest of even the most tight-fisted
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Europeans in the prospect of global growth"'® -- an important change in policy
perspective that advances Washington’s agenda regarding international policy
coordination. Fifth, and most important, a united Europe provides the U.S. with "a
European partner it will need to fulfill the global responsibilities"'®' that Washington
cannot, should not and will not meet on its own.

Why not pursue U.S. interests in Europe via the traditional, NATO channel --
rather than the EU -- as many in Washington continue to advocate? The reasons are
at least three-fold and inter-related. First, as a recent CSIS policy analysis bluntly
notes: "The security rationale that was the basis of the transatlantic partnership has
come to an end."'” Second, as a RAND analyst has pointed out, the Europeans have
opted for the EU model; thus, "(w)hat remains of the transatlantic relationship will need
to adapt. to it."" Third, as noted in the earlier discussion of alliances and systemic
change after the Cold War, "the rationale for maintaining American leadership and the
American military presence in Western Europe is far less powerful than the past."'*

There continue to be understandable reservations against accepting the EU,
ratﬁer than NATO, as the framework for America’s partnership with Europe.'® The
danger that the single European market will involve protectionism or other forms of
regional economic nationalism haunts Washington’s thinking about the EU. There is,
moreover, a fear that with the removal of the security glue from the transatlantic
relationship, economic strains are more likely to result in fracture. Washington
policymakers also have concerns that the relative decline of U.S. influence in Europe

will be viewed as a sign of the decline of the U.S. globally. Finally, there is the
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argument that the United States’ position in Europe provides the last buffer against the
revival of insularity -- if not American isolationism.

All these are valid and legitimate concerns. Yet, with the Cold War over, there
exists an inherent contradiction between U.S. support for European political and
economic unity and a preference for a security structure for Europe in which
Washington retains pride of place. In the final analysis, the reality -- as opposed to

the wish -- is, as William Hyland has observed, that "a selective disengagement by

both sides of the Atlantic has already begun."'®®

Rather than resist the tides of transatlantic change -- and, as Henry Kissinger
and others have underscored, "in the years ahead, all the traditional relationships will
change"'”” -- Washington needs to tailor a new approach and strategy that addresses
its evolving interests in Europe and the world at large after victory in the Cold War.
This means adapting policies to institutions that best embody the nature of American
priorities and that also reflect the emerging realities of the world following the Cold
War. Before becoming Under Secretary of State, Peter Tarnoff made a similar point
when he wrote:

We should remember that it was the ultimate intention

of those founders ... of World War Il alliance systems

not to perpetuate the hegemony of the U.S., but

to defend against threats of external aggression while
constructing a family of free and prosperous nations whose
accomplishment would, over time, serve as models for the

rest of the world. These goals have been achieved, and it is
time to build new forms of cooperation for a world transformed.'®

CONCLUSIONS

If it is true, as this paper has argued, that "the end of the Cold War international
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system undercuts our basic mechanism for understanding international realities and
the policies we have fashioned to deal with those realities,"'®® what guideposts should
steer us into the 21st century? Against the backdrop of what John Lewis Gaddis has
termed "tectonic” shifts in the international system and the review of evolving
American interests vis-a-vis Europe, what conclusions can one draw regarding U.S.
policy towards the Old World and America’s role in the new world order following the
Cold War?

1. The U.S. position in the world has been dramatically transformed -- with
major implications for its relationship with Europe. The United States is the sole global
power in a regionalized international system. It is the only state with global interests
and a global reach -- politically, economically and militarily -- in a world composed of
increasingly dynamic and regionally oriented major powers. The measure of power
itself has also changed. "Economic vitality has become as important an element of
national power as military strength,""® and it is increasingly clustered on a regional
basis. Three points flowing from this situation are particularly relevant when
considering Washington'’s policy options.

1.1. Declinist arguments notwithstanding, America is more preponderant than it
was a decade ago. At the same time, "power" has become more diffuse and
amorphous. Thus, paradoxically, Washington’s ability to effectively exercise power to
shape developments -- except at the margin -- has decreased. This wc;uld seem to
argue for more selectivity in America’s commitments and for greater pragmatism --

pragmatism geared towards more closely relating general foreign policy initiatives to
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specific national (particularly economic) interests. Such an approach is reinforced, on
the one hand, by the absence of a driving ideological element that in the past has
popularized, legitimized and sustained extended U.S. international undertakings and,
on the other, by the increasing domestication of America’s national security strategy.
1.2. At the same time, as Josef Joffe has observed, "only the United States

has learned to identify its own well-being with global order beyond its borders."'"" The

end of the Cold War has removed the nuclear sword of Damocles from above the U.S.

heartland. Now, for the first time in at least half a century, America’s survival is not
threatened, its fundamental values are unchallenged, and its interests abroad are
widely acknowledged, if not always fully respected. Yet, paradoxically, in 1995 with its
security more secure than ever, the United States will spend nearly as much on
defense as the rest of the world combined - four times more than any other nation.'"?
This would seem to confirm the judgement that "(t)oday, America’s insecurity is the
self-inflicted consequence of é foreign policy that equates national interests with the

maintenance of world order."'"®

1.3. The preceding two points about America’s position in the world serve to
underscore a recent observation by Henry Kissinger: "What is new about the
emerging world order is that, for the first time, the United States can neither withdraw
from the world nor dominate it.""** This situation, Kissinger has argued, demands "a
concept of national interest different from the two-power world of the Cold War -- more
discriminating in its purpose, less cataclysmic in its strategy and, above all, more

regional in its design."'"®
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2. Kissinger's prescription closely resembles what Hugh De Santis has dubbed
a "limited-liability strategy," i.e., rejection of the extremes of globalism and
retrenchment and pursuit of U.S. interests "by an ad hoc approach to international
affairs and by devolving primary security responsibilities to regional actors."''® De
Santis reminds us that such a strategy is not totally new, having roots in an approach
championed by Senator Robert Taft immediately after World War |, and later revived
in the guise of the Nixon (Guam) Doctrine crafted by Kissinger. It would seem to be
an idea whose time -- on the third go around -- has finally come. This is particularly
so if "U.S. interests" are not viewed simply as national interests, but take account of
America's "world order" perspective.'"

3. Applied to Europe, this strategy stresses the primacy of the EU, rather than
NATO, as the channel for U.S. engagement with Europe, reinforcing points already
touched upon. Within NATO, it suggests that the U.S. gradually relinquish its
traditional leadership role and assume increasingly a supportive position within the
alliance. The Europeans would be encouraged to take on greater security
responsibilities, concomitant with the EU’s expanding economic and political role in
Europe. But how might this be accomplished?

3.1. The transition process would obviously need to allow for incremental
adjustments on both sides of the Atlantic. The end point -- perhaps before the end of
the century, i.e., as the first Central and Eastern European states become full
members of the EU -- would be a situation in which, in effect, the U.S. and France

reverse their positions with respect to today’s NATO: Paris becoming a full participant
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in a common, integrated military structure; Washington remaining politically linked to
the system assuring Europe’s security, but disengaging somewhat from the day-to-day
military activities ensuring its maintenance.

This end-state might best be achieved by a deft switch in the structures and
functions of NATO and the Western European Union (WEU). The latter would coopt.
the North Atlantic Alliance’s integrated military structure and base to perform a
collective defense function for the EU and collective security function for Europe (i.e.,
EU-to-be). UK and French nuclear forces (or, perhaps, integrated WEU nuclear
forces) would gradually replace permanently stationed U.S. theater nuclear forces in
Europe, while the Eurocorps would eventually supercede NATO'’s integrated military
structure. NATO, less tightly net, would focus primarily on extraFregionaI missions,
geared toward threats to shared North American and European interests and
organized in a common-joint-task-force fashion.'® One off-shoot of such a dual
metamorphosis of NATO and the WEU -- and the inherently reduced role of the U.S.
in European security affairs this implies -- might be to Ieésen Russian concern
regarding NATO/WEU expansion.

3.2. In operational terms, this approach implies a further drawdown and
redeployment of U.S. forces in Europe. While there is currently no pressure for
withdrawal, the rationale for maintaining significant numbers of standing troops ih
Germany has vanished with the end of the Cold War. Indeed, there is the danger that
such troops will eventually be viewed as pseudo-occupation forces, meant solely to

reassure Germany’s neighbors.'”® Rather than bring all 100,000 U.S. troops in Europe
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home, Washington might consider restationing up to half selectively throughout Central
and Eastern Europe. These forces could be deployed and structured so as clearly not
to pose an immediate threat to Russia or to other CIS states (e.g., an emphasis on
combat service and combat service support functions). But, at the same time, they
could provide further reassurance as well as practical assistance to former Warsaw
Pact nations striving to join NATO. Enhanced U.S. access in Eastern Europe,
moreover, could provide the additional benefit of potential support facilities for future
U.S./transformed NATO contingencies in the Middle East and Southwest Asia.

3.3. This strategy -- by changing the nature of America’s security
engagement and commitment to Europe -- could set the stage for a more productive
relationship with Russia and the CIS, accelerating their reintegration into the
international community. Contrasting the treatment of Germany following defeats in
World Wars | and Il and the ensuing results, John Lewis Gaddis points out:
"Solicitude for a defeated adversary...is not just a matter of charity or magnanimity; it
also reflects the wise victor's calculated self-interest, as confirmed by repeated
historical experience."'”® Thus, paradoxically, in present circumstances Washington
might best enhance the security of Europe by lowering its profile in NATO and honing
relations with Moscow and Kiev. At the same time, this approach could also realign
and strength U.S. security ties with the other major Eurasian power -- Turkey.

4. Finally, U.S. concem for the global order should not only cause the U.S. to
readjust its posture in Europe. Even moré importantly, Washington will need to

engage the EU in addressing economic and political problems beyond Europe. In an
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increasingly regionalized world, the greatest danger for a global power would be for
emerging blocs to self-encapsulate, leaving troubles beyond their immediate
geographic sphere of interests for the U.S. to cope with. This is not only
unacceptable, but is clearly unsustainable. Instead, Washington needs to help
regional powers identify their own well-being with areas beyond their immediate
horizons. This is especially true with respect to the EU.

Walter Russell Mead has observed that "real progress in the world" following
the Cold War hangs on two developments:

o0 economic progress in Eastern Europe to facilitate political reform; and

o continued growth and development in Europe which strengthens -- not works

against -- the overall integration of the global economy.™'
EU involvement and expansion, more than anything, can and is helping to achieve the
former; but there is a danger that it is coming at the expense of the latter.

While "neither Japan nor Westérn Europe can replace the United States as a
systemic arbiter of economic disputes,"'? it is clear that Washington can no longer
handle global economic problems alone. To avoid the danger of "regional drift,"
Washington, while encouraging EU integration and even initiating other regional blocs,
needs to ensure that such arrangements complement the global order rather than
provide a substitute for it. Under the circumstances, this means in many cases that
the United States must function not as the traditional "balancer of power" but as the

transmission belt between regions, to ensure that rigidities do not set in.
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