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BILDERBERG MEETINGS

Amnel 215
1017 AS Amsierdum Phone +31 20 &£28 0152
Tha Nutkeriandi Fax +31 20 534 4299

Date » 23 May 1996 /
To i The Hon. William J. Perry

Mr. Carl Bildt

Mr. Richard C. Holbrooke
From :  Maja Banck, Executive Secretary
About . Bilderberg conference; -+

Your sessions on Friday May 31 1996

Lord Carrington would like to diseuss the procedure at your sessions with
you &nd invite you to & breakfast meeting on Friday, May 31, at 7:30 a.m.

A table will be reserved for you in The Music Room at the CIBC Centre.
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The Hon. Maleolm L. Rifkind W
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23 May 1996
The Hon, Willism J. Perry
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Maja Banck, Executive Secretary
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Cxficory And Cidciors
Jonn O Witahead, Pregicen
American Friends of Bilderberg, Inc. e . Yo, Soccsty
47T Modioon Avanus, Nevr Yk, NY, 10027 - (212) TRMG51 » Mt (212] TE2-8415 Henry A, Kittinger
Cravvret Rocirarlar
February 9, 1906 - ;.
The Honorable Wilkam I, Perry
Secretary of Defenss
The Pentagon, Room 3E944

Washington, D.C. 20301-1000
PAX: (703} 697-7381

Dezr Mr. Secretasy:

I ara delighted to bear frort Varnon Jordan that you may be abla ta join us at the next
Bilderbesp Meetinig to be held outside of Toronto, Canada op the evening of May 30 through
lunch on Sunday, Junc 2, 1996. Melba Boling, in your office, indicared that you might be
available for dinner on the 30tk and the moming of the 31st.

May I suggest that you join us for dinner and then address the conference participants
first thing on the 31st. Twonid be glad to work with your staff in ideatifying a topic for your
remarks which fits comfortably imo the agenda of the conference which will be focused on the
political, economic, and security issmes confronting the Atlantic community.

1am attoching & provisione] list of attendees for your information. I would be pleased to
respand to RNy guestions you or your staff might have. T ran be reached at Geotrgetown
University gt (202) 687-6275,

It will, of course, be a personal pleasurs for me (o see your again and to welcome you o

Bilderberg.
Sincercly,
Casimir A, Yost
Honorary Secretary General
for the United States
Attachinent
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CONFIDENTIAL
NOT FOR CIRCULATION
BILDERBERG MEETINGS
Torazie, Sanads
Mry 30uge 2. 1986
LIST OF INVITEES
STATUS 31 Jacusry 1996
Chairitiab
" Caington, Peter Fmeey Chrirman of the Bosrd, Christie's Internatiora) pls;
Foroner Secrttary Ganaal, NATO -
Hovernry Secrstacy Gaoernl for Burops acd Cazmada o
**  Fnbestudl, Vickor Profbesor o Publls Boosomica; Leiden Univershy
Honorary Sacretary Geners! for US.A. _ E
" Yoo, Coaimir A, Dhrscior; Instituts for the Jeudy of Diplamacy, Behoo! of Poreign
Berviow, Coomziown Ui writy, Weshiagton
AUSTRIA |
"™ Kothbeao, Max Deputy Chzirmer, Crediimatab-Bekrorin .
" Venilsky, Fras Fodsral Chanicatior _ _
-1-\1_
BELGTUM
" Davigron, Bisune Bxewutive Chrimum, Sociéts Cladrale do Belgique; Fonmer Viee
Choirnan of the Camredss'on of the Buropesn Carmmmities
Debawnn, Jean Lo Priros Mininter :
Huyghebast, Fen Chairmes, Almanij-Keadinthank Group -
*  Black Coamg M. Comirnsan, The Tokegraphple: 5 o v
¥ Desmervis, Prl Chal.ma, Pomver Capmgon;t g
"*  Drouin, Maris-losés Bxecative Director, Hisfacn Instifute of Cazady
" Floot, AL Chairmm, Cacedian Imperis! Bank of Commires
" Gothsh, AllsnE, Forer Ambrarder to the Uited States a7 Arorice
*'  Griffin, Aothony G.5. Hooctdry Chalrmun o Diroctor, Guardian Gy
¥ Havriy, Mishx| Prime Mihiter of Onteris
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31 Jamuary 1996
DENMARK

Levera, Holgo
Seidemfeden, Tager
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Cheirthrn and Meneging Director, Gotdongn Socbs Interrational:
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3 Jaouary 1996
* Cubeos, Anténlo

*  Marste, Margarids
SPAIN

** Carvajal Urquije, Jaime

“ P Challprdén, Alberto -
“*  Spaln, FLM. the Quaca of

Wesiendorp, Carloa
EWRDEN
**  Barovik, Poroy

UNITED KINGDOM
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**  Kalght Androw
" Marla, John
Roll, Bric

™ Teylor, J. Martin

+2 izt of the followiog ¢

Abszroder, Bob
Coek, Robm
Ritkind, Maleolm
Veilanoe, Lait

UNITED STATES
™ Allpire Fom] A,

" Androes, Dwayoe
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Privew Minister
TV Jounalin

Chirman aod Crenertd Manager, Therfommms
Prosident of the Sovorument of Micrid

Miistar fix Forvign AfTiiry

PL:MIM Chint Bxesutive Cffioer, ABB Asca Brown Boverd
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Investor AR
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' 9 May 1996 STOHCTanY oF Darsllee
:  The Hon. William J. Perry
: 1.703,697 9080
*  Maja Banck, Executive Secrefary
: 1375

Agenda Toronto Conference
: 1

QU17036aT080 8 1

Annexed is the preliminary agenda for the forthcoming Bilderberg Mecting,
near Toronto, May 30-Tune 2, 1996,

Early next week the current list of participants and four background papers

will be mailed to you.

GECL SSIFIED BY AUTHORITY OF

gl

- Eleitad o g

?é T W |

I]ATE —_ . CASE#

00

1 . - I- I ._. -
R S S I
T bdet o _.;-:"'f -
DA il
BRI L R
R T e
et tme
STV T
aelley o -l.-v"".‘r: -
Sl
-1 I
e I S S

]

Sec Def Comt Ne.

XK01010 /gg 1.

N A KA L



Q8170362 TA0E0: R 3

0208244299~

i 0- 5-88 § 12:18

YERZ DR:

NOT FOR CIRCULATION

AIVY

# 189

-

-

160 ALHOHLAY Ag &sﬁ:ilssﬂuia

.'*.'I.

&

- el —— g i,
L
Wi

-
el

T e - FR— . —— e Ve [T T —— Al n - i Lot ——
e B L Iy 5 R

BILDERBERG MEETINGS 9 May 1996

CIBC Centre, King City, rear Torouto, Canada
M?ﬁﬂ%ﬂﬁm

PRELIMINARY AGENDA
SPEAKERS MODERATORS

STATUS REPORT ON TUE ALTJANCE Williamn J. Peary [US Peir Carringhon

Rt R TR A i

FORMER YUGDSLAVIA Caa] Bildt [S] Feser Carrington
Fichend C. Holbeocke: [1JS]

RUSS1A: POLITICAL FORCES AND ECONOMIC Auckerss Astnd [5], background paper Chiristoph Bertram
FROSPECTS Franz Vranitzdoy [A]

EUROPE: THE POLITICS OF EV ENLARGEMENT “Timothry Garton Ash [(7B], backgromd paper Peter D, Sioherland
_ Pieste Lefioache [F]

Gytrgy Scarimy [K]

HAS EUVROPE'S ECONOMY RUN OUT OF STEAM? Perey Ramevik [S] R S
Utrich Cartedlini (D}

THE US AGENDA Paul A Giget [US] Carrad M, Black

ARE THERE LIMITS TO GLOBALIZATHOINT Martim 5. Feldstein %] VUmberto Apnedli

Chas. W Freernam, k. [U5], background paper Hetry A, Kissinger

Henry A, Kissmpger [US]
Winston Lord [US]

Renzin Ruggiero [INT] Vizooo . Jandss, Jr.
James DY, Wolfentsohn [INT]

WHERE IS CHINA GOINGY

WT0 AND WORLI BANK: BRIEFING

CURRENF EVENTS

FLEASE NOTE: ® the program may underga changes  ® (he onder of seavions will anly he decided on the eve of the conference

-




BILDERBERG MEETINGS

Amaiet 216 Phune{}.h__,:l-.‘!,;_zﬂ ﬁ}&_ﬂ;ﬁz
1017 AT Amsterdam  Fay OS2t @47y
The Netherlands i
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The Hon. William J. Perry
Sccratary of Defense

1.5, Department of Defense

The Pentagon

WASHINGTON, D.C. 20301-1000
USA.

18 March 1996

Subject: Bilderberg Meeting near Toronto, Canada from the evening of Thursday,
May 30 through lunch on Sunday, June 2, 1996

Dear Mr. Pemry,

Thank you for confirming your participation in the forthcoming conference,

! am pleased to enclose:

1. The cwrrent list of participants. If you wish to have changes made in the way
vour affiliation is mentioned, pleasc Ict me know before May 15 the
suggested corrections will then be made in the next version.

2, The preliminary agenda.

3. The notice to participants, detailing varjous arrangements.

4. A travel advisory form. Please do follow the instructions about completing
this form and return it as soon as possible by fax to the Bilderberg office

in Amsterdam (fax nr, +31 20 624 4299). This will assure prompt reception
at points of arrival, timely transportation and smooth departure.

UD 4668 /96
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5. Special Bilderberg fabels for rapid identification at the reception points;
please attach these to all your luggage.

6. A copy of your biography which we have on file. Please return it to me with
any changes you may wish to make, or advise me that it may be used as it is
for the 1996 Profiles of Participants which, as you know, will be distributed
to ali participants at the conference.

I would like to take this opportunity to ask you to send me

* acopy of a recent passport photograph, marking your name on the back.
The photograph will appear on your security badge.

Please note that all participants are expected to stay through the entire conference
and to join in all of the conference programme, which begins Thursday before
dinner.

Participants are strongly urged not to bring personal staff unless prior agreed
with the Honorary Secretary General.

Please do not hesitate to contact me if you have any questions about the
conference.
Yours sincerely,

% 2

Maja Banck (mrs,)
Executive Secretary

Enclosures






CHARACTER OF MEETING

Participants arc expected Lo stay through the entire conference and 10

join in all of the conference programme {which begins Thursday
hefore dinner), unless otherwise agreed with the Chairman.

The meetings do net formulaie policies or reach conclusions, and no
resolutions are subniitted for discussion or vote.

The sole purpose of the debate is 1o have an exchange of views about. )

the issues on the agenda, from which participanis are free to draw.
their own conclusions.

IPanticipants attend in a privale capacity, irrespective of their official
position.

Truitful discussions are enhanced by an atmosphere of mutual Irust in
which participants can express themselves freely. All discussions are
therelore private and off-the-record, the press is cxcluded from the
meelings.

A list of participants and the agenda will be made available 1o 1he
press the day the conferenca starts.

Participants arc expeeted Got to give inlerviews to the press during
the meeting. A point which should be strictly adhered to in contacls
with the news media, is that no attrbution should be made to
individual participants of what was discussed during the meeting. .

The summary reporl of the conference includes the names of afl
participants and opinions are summarized, speakers are not referred
to by name. This report is circulated only to panticipants, fosmer
participants of the Bilderberg Meetings and spOnNSOrs.




CONFERENCE PROGRAMME 1996

® Pariicipants should plan to arrive at the CIBC Centre on Thursday,
May 30. Drinks will be served from 19.00; buffet dinner will be
served from 20.00. Working sessions start daily at 03.30 and end
before dinner, with a recreation break on Saturday from lunch tid
17.00.

* The closing session on Sunday will take place from 8.30 uniil 11.00,
Buffet tunch will be served at 12.00 ngon,

FLACE OF THE MEETING

The meeting will be held at the CIBC Centre, King City, near Taronto,
Canada. The full address is:

CIBC Centre

12750 Jana Street

RR.#1

King City, Oniario LOG 1KO
Canada

Phone +1,905 8311 3086

Fax +1.%05.8323 3075

The CIBC Centre has been reserved exclusively for the meeling and all
activities will take place there.

Weather in June is usually pleasant, but the evenings tend to be chilly.
Guesis should bring a sweater and/or a raincoat.

ACCOMPANYING AND SECURITY STAFF
Participants are strongly urged not to bring personal stalf. However,
participants who must be accompanied by personal staff should be aware

that siaff cannot attend sessions nor share meals a1 panticipants’ tables:
a separate dining ropm will be provided.

2.

~

KF  Accempanying personal and security staff will be
accommaodated at their own expense,

SPOUSES

It is emphasized that participanls may nat hring spouses to Bilderberg

Meetings. Our staff is prepared to assist spouses travelling with

participanis in finding suitable accommodation etsawhere,

EXFENSES

® Rooms, meals, wines, and pre-dinner cocktnils will be provided free
of charge to partieipants from dioner on Thursday, May 30 through
funch an Sunday, June 2,

* Personal cliarges, such as telecommunication, laundry, room service,
bar bitls ete. will be a1 participants' own expense,

CONFERENCE PORTFOLIDS

On arrival participants wilk receive detaited information on the schedule

and procedures of the conference, lay-out of the site, seating

arrangements in the conference room, rhe final list of participants, and

other supporting information.

CONFERENCE LANGUAGE

The official languape of the conference is English.

3.




RECREATION

The C1BC Centre offers an indoor and cutdoor swimming pool, a tenms,
squash and racketball court, a jogging treck and iness rooms.

TRANSIMORTATIUN AND RECEPTION

# ‘Lhe CIBC Centre is at about 20 minutes drive by car from Toronte
Airport. Parlicipants are expected lo make their own travel
arrangements 1o the reception point in Toronto and from this point to
their next destinations. Transpont wall be provided by 1he host country
between the receplion/departure peint and the CIRC Cenire.

® Participants arriving by commercial and private planes will he met at
Taronia Airpant by hoslesses who will show the Bildeibery, syinbol
{sinilar to the Bikderbery lugpage labels enclosed). A padicipant who
[ails 1 make contact with a hastess should telephone the Bildeiberg
Transportation Desk at the C1BC Centre:

Phune 1935 833 308G
Fax I E.D05,833 3075
i Security requires that all participants attach

the enclosed Bilderberg labels to all their lupgage,
including their hand Inggage




BILDERBERG MEETINGS

CIBC Ceptre, King City, near Tarento, Canadn
May 30-hne 2, 1896

TRAVEL ADVISORY FORM
NAME apd iriiials
ADDRESS
TELEFHONE TELEFAX
ARRIVAL INFORMATION
O AIR
Dae of arrival Time of amval
From Aifine end flightpiember ____ Privete sireraft
Place of armival
a TORONTO [ OTHER
O ROAD
Drate of arrival Expected time of arrival s CIBC Centre
Car Registration number ame of driver
DEPARTURE INFORMATION
] ATR
Date of departure Time of depurture
Adrpeit Dwestination
Airline and flight mumber Frivate airsrafl
a ROAD
Drate: of denarture Time of deperture from CIRC Centre
INSTRUCTIDNS

» All perticipante are requested 16 vemplete this form mnd retan it by fax & Bibderberg Mestings, Amsteydem The Netherlands
Fax or.: +31 24 624 4299

* Advise promptly amy change in previously reported travel infeemetion to ensare being met on mrrival st the roeeption points in
Toronia.

. Attach Bilderbery wave! labels 10 ALL your luggage including vour band lupgage, to facilitate receplinn arran pements at paints
of arrival

SISNATURE DATE f




William J. Perry

William Perry (1927) was swotn in as Secretary of Defense in February
1994, having served as Deputy Secretary since March 1993, Prior to these
positions he was Chairman of Technology Strategies Alliances; Professor,
School of Engineering, Stanford University, and Co-Director, Stanford’s
Center for International Security and Arms Control. From 1977 to 1981
Dr. Perry was Under Secretary of Defense for Research and Engineering
responsible for weapon systems procurement and all research and
development. His prior career includes: Founder and President, ESL Inc.;
Director, Sylvania/General Telephone’s Electronic Defense Laboratories;
and Executive Vice President, Hambrecht and Quist Inc. Dr. Perry is a
member of the National Academy of Engineering and a fellow of the
American Academy of Arts and Sciences. He has served as a Director,
FMC Corporation and United Technologies, and has been a trustee of the
Carnegie Endowment for International Peace. He served on the
President’s Foreign Intelligence Advisory Board and the Technical
Review Panel of the U.S. Senate’s Select Committee on Intelligence, was
a member of the Camegie Commission on Science, Technology and
Government, and the Committee on International Security and Arms
Contrel, National Academy of Science. Dr. Perry received his B.S. and
M.S. from Stanford University and his Ph.D. from Penn State (all in
mathematics).



‘CONFIDENTIAL

NOT FOR CIRCULATION

CURRENT LIST OF PARTICIPANTS

BILDERBERG MEETINGS

CIBC Centre, King City, near Torogio, Canada
May 3-June 2. 1996

STATUS 20 March 1996

Chairman

GB

Carrington, Peler

Former Chairman of the Board. Christie's International ple; Former .'
Secretary General NATO

Haonorary Secretary General for Europe and Canada

ML

Halberstzdl. Yictor

Professor of Public Economics. Leiden University

Honorary Secretary Genernl for 1.5.A4,

USA

UsA
USA

LISA

NL

TR

CDN
ML
Usa
Usa
834

GB
USA
CH
LUSA

Yost, Casimir &.

Aemelli Giovanni

Amnelli. Umbeno

Allaire, Paul A.

Andreas, Dwayvne

Ashnd. Anders

Balsemdo. Francisco Pinto

Bamewvik. Percy
Bentsen, Liovd M.

Bemabé, Franco
Eereram, Chrisioph

Beugsl, Emsl H. van der

Bevarzit. Selahattin
Bildt. Carl

Black. Conrad M
Bolkestzin. Frits
Ervan, John H.
Bundy, William P.
Carras. Costa
Cartellieri, Ulrich
Carvgjal Urquyo. Jaime
Collomb. Berirand
Cook. Robin
Corzine. Jon 5.
Coui. Flavig

Diam. Kenneth WY,

Ihrector. Institute for the Study af Diplomary, School of Foreign
Service, Georgetown University, Washington

Honcrane Chairman. Fiat Spoa

Chairmay [FIL

Charmar. Xerox Corporation

Chairman. Archer-Danicte-Midland Company

Professor of Economics. Camegic Endewment for loternational Peace
Frofessor of Communication Sciznce, New University, Lisbon:
Chairman. Sojornal sarl. Former Prime Miniscer

President and Cluef Exeeutive OfTicer, ABB Asea Brown Boven Lid.
Former Secretan: of the Treasury; Partner, Verner Lipfert Bernhard
McPherson and Hond. Charerad

Managirg Director and CEC. Ente Nazionale Idrocarburi

Diplomaug Correspondent, Die Zeit: Fommer Direglor Iniernational
Instinunte for Strategic Siudies

Emeritus Professor of Letemational Relations, Leiden Uneversity; Former
Honorary Secretary General of Bilderberg Meetings for Europe and
Canada '

Dirgztor of Companies

EC Mediator. International Confersnce on Former Yugoslavia
Chairman, The Telegraph ple

Parlizmentary Leader VVD

Chairman and CEQ. Sara Les Corporation

Former Editar, Foreign Affairs

Dirccior of Companies

Member of the Board, Deutsche Bank A.G.

Chairman and General Manager, Iberfomento

Chairman and CEQ. Lafarge

Member of Parliament

Senior Partner and Chaiman, Goldman Sachs & Coa.

Minister for Foreigr. Affairs

Max Pam Professor of American and Foreign Law, The University of
Chicago Lavw School

r
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CON
CDN
DE
USA
INT
LSA
CDN
GB
Usa
USA
CDMN
USA
CDN
CEN

LISA

FIM

GB
USA

US4
GB
LNT

INT
ML
ICE
PL

CDN
GR
USA

Davignon_ Etienne

Erouin, Marie-Josée
Eaton, Fredrik 5,
Ellemann-Jensen, Ufle
Feldsigin, Marin §,
Fischer, Stantey

Fites, Donald

Flood A.L.

Garton Ash. Timothy .

Gersmer, Jr.. Louis V,
Gipot, Paul

Goatliel, Allan E.
Greenberg, Maurics
Griffin, Anthony G.S.
Harmis. Michael
Héegh, Wesnve

Haolbrooke, Richard
Hower, Wermer
Huwyvphebaert. Jan
lloniemi. Jankko

Jagland, Torkjom
Fob, Peter
Jordan, )r.. ¥Vemon E.

Kissinger, Henrv A
Knight, Andrew
Kohnstamm. Max

Korteweg, Picier

Kothbager, Max
Fravis. Henry B
Lavesen, Holger
Lellpuche, Piemre
Lévy.Lang, André
Lotd. Winston
Marante, Marparida
Miavstadt, Philippe
McHerry, Donald F.

Messier, Jean-harie

Monks, John
Montirrial. Thierry de

Monti. Mario

STATUS 20 March 1996

Executive Chainman, Société Géndraie de Belgique, Former Vice
Chairman of the Cammission of the Exropean Commumities
Executive Dirsctor, Hudson Institute of Canada

Chairman Executive Commirtee, Eaton's of Cinads

Member of Parl:atment

President, Mational Bureau of Economic. Research

First Deputy Managing Dircetor, Intemational Mornetary Fund
Chairman and CEQ. Caerpiliar, Inc.

Chairman, Canadian impenal Bank of Canmerge

Foreign Editor. The Spectator

Chairman, IBM Corporation

Columnist. The Wall Straet Toumal

Former Ambassador to the United States of America

Chairrnan, American Intertiational Group. Ine.

Honorary Chairman and Director, Guardian Group

Frirme Minister of Ontario

Chairman of the Board. Leif Haegh & Co. AS; Presedznt, Norwegian
Shipowners' Association

Former Azsistant Secretary for Evropean Affairs

Seeretary General FDP

Chairman. Almanj-Kredietbank Group

Managing Drector, Centre Jor Fimmish Business and Policy Studies;
Former Ambassador 1o the United Siates of Ameriea

Chaimmat - Labour Parny

Chief Executive, Reuters Holding PLC

Senior Partner, Akin. Gurp, $travss. Hauer & Feld. LLF (Attomeys-at-
Law)

Former Seerctary of State: Chairman, Kissinger Associates, Inc.

Mon Exccutive Director, News Corporation

Former Secretary General. Action Corrittes for Evrope; Former
President. Enropean University Institute

President and CED. Robeco Group: Honorary Treasurer Bilderberg
Meetings

Depury Chaimman, Creditanstalt-Bankvereio

Founding Partner, Kohlberg Kravis Roberts & Co.

Chairman of the Board of Directors. Tre Danish Oil & Gas Consortium
Member of the Mational Assembly

Chaiman of the Board of Management. Banque Paribas

Assistant Sacretany for East Asian and Pacific Affairs

TV Journalist

Minister of Finance _

Research Professor of Diplomacy and International Affairs, Georgetown
University

CEU and Chairman of the Executive Committee, Compagnic Genetzle
deg Eayx

General Secrctary, Trades Union Congress (TUC)

Directar, French [nstitute of International Relations; Professor of
Economice, Ecole Poivtechnique

Commissioner. European Communitiss

WMether|ands. Her Majesty the Quaen of the

Cddgson. David
Olechowski, Andrzsj

Ostrv, Svlvia
Panealos. Theodoros
Perry, William ).

Prime Minister

Chairman of the Supervisory Board, Bark Handlowy W Warszawie
3.A.. Former Minisier for Fareipn 4 fTairs

Chaiman. Centre for International Studics, University of Toronto
Mintster for Fargizn Alfairs

Secretary of Defense
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USA  Pickenng, Thomas B
CH Iy, David de

GB Rifkind, Maleolm L.
GB  Robertson, Simon
US4 Rockefelier, David
CDN  Rogers, Edward S.

GE  Roli, Eric

INT  Ruggiero, Renato

L Sahlin, Mona

[ Schrempp, Jirgen E.
INT  Sechwab, Klaus

DK  Scidenfaden. Toger
[JSA  Sheinkman. Jack

CH  Sommarupz, Comelin
UUSA  Soros, George

E Spain, H.M. the Craeen of
USA  Stephancpoulos. George
(B Strube, Jilrgen

H Surani, Gl

IR,  Sutherland Peter D.
NL  Tabaksblat, Momts

GB  Taylor, I Manm

LUX Thom. Gasion E.

D Topier, Klaus

UsA  Trotman. Alexander J,
I Veltronl. Valler

2] Vitoring, Antdnio

o Voacherauw, Henning

A Yranitzky. Franz

5 Wallenberg, Marcus
USA  Weiss. Stanley A.

E Westendorp. Carles
CDN Weston, Galen

USA  Whitehead, John C.
CDON  Wilsan. LE.

INT  Woalfensshn. James D,
n Wolff von Amerongen. Otto
USA  Walfowitz, Paul
Observers

ML Ohranpe, H R H. the Prince of
B Philippe, HE H. Prince
Rapporteurs

GB  Micklethwait. Jobr
USA  Victor. Alice

STATUS 20 March 1996

Parliamemtany Leader. Coneervatve Party

US Ambassador 10 Russia

Dhrector of Companies. Former Co-Chairman of the ABB Group and
former Ambaszador lor Trade Apreements

Foreien Secretary

Chairman. Kleinwort Benson Group pic .

Chairman. Chase Manhkatean Bank International Advisan Committes
President and CEQ. Rogers Communications Inc,

Senior Advises. SBC Warbuwrg

Direstor General. World Trade Organization; Former Minister of Trade
Member of Parliament

Chairman of the Board of Management, Daimier-Benz AG

President, World Economic Forum

Ediior in Chief. Politiken A/S

Chairman of the Board, Amalgamated Bank

President, International Commuttes of the Red Cross

President. Soros Fund Management

Semor Advisor to the President

CEQ, BASF Aktiengesellschaft

President. National Bank of Hangary

Chairman and Managing Direcior, Goldman Sachs International: Former
Dirccior Gereral. World Trade Organization

Chairman of the Board, Unrlever NV,

Chief Execunve, Barclavs Bank ple

Président Direcieur Gendral, CLT

Federal Minister for Regonal Planming, Balding and Urban
Developmen

Chairman. Fard Motor Compan

Editor. L Umitd

Deput. Viee Premdent and Muuster of Defence

Mavor of Hamburg

Federal Chanceilor

Executive Vies President. [nvestor AB

Chairman. Business Executives for ational Security, Inc

M ineseer for Fare:gn Affairs

Chairman, Georgs Weston Limired

Former Deputy Secretany of State

Chamman. President and CEQL BCE Ine.

President. The World Bank:, Former President and CED, James D.
Wolfensohn. lne.

Charman and CEO of Oule Wolf GmbH

Dean, Nitze School of Advanced International Studics; Former Under
Secretary af Defense lor Policy

Business Ediior, The Economist
Execune Assistant. Rockefeller Financial Servicss, Inc.



in Attendance

NL Maja Banck

CON  Mary Alice Carroll
USA  Charles W. Muller

Last of Abbreviations

A Anstria

B Beipium
CDN  Canada

CH  Switzertand
D Germany
DR Denmark

E Spain

E France

FIN  Finland

OB Grear Britzin
GR Gresce

H Hungary

STATUS 20 March 1996

Executive Secretary. Bilderberg Meztings

Local Orpanizar 1996 ,

President. Murden and Company, Adviser, American Friends of
Bilderbere, Inc.

1 lialy

ICE Yecland

INT International
RL Traland

L Luxemburg
N Nonvay

NL MNeiherlands
P Portugz!

FL Poland

5 Sweden

TR Turke

5A United States of America
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LGRD CRARRINGTON

32a Ovington Square
London SW3 1LR

Tel 0171-5841-4243

Fax. 0171-823-9051]

S

1396 LiY 13 Fd 1 49

13 May 1996

Fax to The Hon William J Perry
Secretary of Defence
D01 703 697 9080

Frem Leond Carrington
Pages 1

"Iimwglad thet you can ¢ome to Toronto, This is very good news for ell of us,
and you will get a very warm welcome.

I don’t know whether you have been to Bilderberg before, but I enclose the house
rules which may be of some use 1o you.

With best wishae,

ALIERY

— .
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BILDERBERG MEETINGS
Aurai216 Phoos 43130 625 0242
1017 AT Amsterdam  Faz 431 20 6244299
The Netbertans

ltme Tﬂmtﬂ L LOnTerenne

It ia much appreciated that you heve agreed to moderute ot be panelist in the sespion on
Status Report on The Alllance gt the upcoming conference,

Though you all know Bilderberg well, T need to ask your sitention for the following:

1. 1t1s o tradition of Bilderberg that there are no fonmal speeches and no rend texts;
experience shows that spontancous prescotations are most suecegsfal Most of the seasion
iawbedwotcdtumacﬁwdimmsinnmngpan:ﬁm atd perticipanits,

2. Moderatars are strongly eacewaged to really Iead the debate Srom e substance point of
view, the dizcussion should bekept within the famework of key questions outlined
brisfly st the start of your seigion.

3. The moderator is asked to seramarizs the rules for interventions at the opeamg of the
session to make sure that all sttendees understand the sirict application of the 1, 3 and &
minute system, Modarators should only permit "1-mimite interventions” which are really
addressed to the points then being disensoed.

4. Introductory statements by the panelists cammot exceed 10 mirmies as you already know
from the letters confirming your participstion, Plenge keep in mind that al ssasions are
relatively shert, Your session i $0 minutes, ‘

5. The moderator should make sure that sessions begin and end exactly on schedule: this
also applies to the breaks for coffee and e’ Ms. Marlieke de Vogel of the Secreturint is
sesponsible for your session; she will eontact you upon your sitival at the conference and
assist you with eny srrangement before the seesion -

§. We expect that the moderstor, in this case Peter Cearringtom, will want to coardinats with
cach of the panelists well in advance of the conference in arder to ensure a sooessfal
s2sgion; phone end fax numbers re anbexed,

TOTAL F.@2
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Greenberp, Mayrice
Helbuooke, Richard
Jordan, Ir, Yeman B,
Kivsinger, Heiey &
Ertviy, Heey B
Lord, Winsten
McHery, Donold F.

Obmarver

Ormge, HILH. the Prince of
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Chairmum, Azvrican Intsrostional Growp, Ins.
Asaistans Stcrvtory fox Buropens Affiiee
Seaiar Partner, Akin, Gump, Struma, Heoer & Poid, LLF

Pormer Secretary of State; Chabrman, Kissingar Assoclates, ng
Founding Pertrez, Keilberg Kruvis Raberts & Go.

Asglniant Secretary for Bast Ariag ond Freifss AfTairy
mmqrmpmmwmm
Uoarpeiewn Univistity .
Cl'mtr_u}::.‘ﬂimllmhmm Benk ntsmotione] Advisory
Sentor (Demoerst, Maryland)

Chelnuen of the Borrd, Amalgamarsd Bagk

Preaidant, Sonot Ford Mansgenwnt
Seaics Adviwr o Ui Pregldens
Cheimuan, Ford Motar Company
Seretary, Netisnal Rexcorok, CA
Porosr Dacasty Secrotary of State
Grovernor

- Govemty of Califoedin

Previdact, The World Bonk; Formar President und CEO, Jarars .
Wolfensohn, Ins. .

Dz, Nitzs Sboo! of Advanesd Ingutozal Stedier; Farmer
Under Secwwtary of Delensa for Falioy

Bxecutive Vieo Pregident, Facere] Natical Mortgaps As.;
Parmer Counselor of the Departaenr of Sits
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The Honorable

William J. Perry

Secretary of Defense

U.5. Department of Defanse
The Pentagon

Washington, D.C. 20301-1000

Dear Bill,

June 3, 1996

@Y%,

It was great seeing you again at Bilderberg.

The session on defense was a highlight, In fact, ] found the most interesting '
discussjons were those featuring “'practitioners” who face decisions every day.

Look forward to seeing you soon again.

Best regards,
Stanley Af Weaiss
Chai

P5 We continue to hear rave reviews about the Eisenhower Dinner in your honar,

L AL E
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2400 DEFENSE FENTAGON
WASHINGTOMN, D.C. 20301 -2400

INTERMATIONAL
SECURITY AFFAIRS

17 o 05
Professor Klaus Schwab ;%
President, World Econemic Forum ~—
%3 chemin des Hauts-Crets
CH-123 Cologny/Geneva; v
Switzerland i o

Brear Professor Schwab:

Thank vou for your kind invitation to Secretary of Defense Perry to participate in your
pext World Economic Forum, scheduled for 30 January - 4 February 1997,
Unfortunately, Secretary Perry cannot make a commitment to join you for your forum.
We are well aware of the outstanding reputation of the Werld Economic Forum and regref
that we will be unable to join you. Ifnew developments arise, we will initiate contact. In
the meantime, we wish you all the best for a successful conference.

Sincerely,

A

Robert T. Osterthaler, BG, USAF
Acting Deputy Assistant Secrctary of Defense
for European and NATO Affairs

(26001 9)
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FORUM
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SF THE WIOTLD - . . It
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Professor Klpus Schwab —
Presiden: The Honourable William Perry L
Secretary of Defence
Department of Defence Ly

The Pentagon, Room 3 E 944
USA WASHINGTON, DC 20301-6352

6 June 1996 / sh

Your presentation at the recent Bildetberg Meeting was very convincing and impressive.

1t is now my great p.‘-easun;. and honour 1o invite you to join the 1997 Anmual Meeting of
our members and constituents, which will take place in Daves, Switzerland, from 30 January
10 4 February.

The issues of creating a comprehensive security architecture for Europe will be certainly at
the forefront of our discussions at our Annual Meeting in Davos next year. In particular, we
are planning & session to which we would like 10 invite the Russian Minister of Defence at the
time of the Annual Meeting and Minister Rahe to discuss together with you in detail such
issues as preventive defence and in general the role of the military at the beginning of the 21st

CEntiiny.

Your presenice in Davos would provide you with a unique opportunity to deliver a strong
message on these of other issues of most concero to you and the United States. Your views
and expertise would be greatly valued by the 1000 chief execatives of the world's largest
companies and the foremost leaders from government, academia and the media who
participate in our Annua! Meeting each vear.

We would he pleased 1o discuss the details of your specific role at Davos with your office
in coming months, but I hope you will reserve for us In your apenda the prolonged weekend
of 31 January to 2 February 1997,

I look forward to the possihility of welcoming you jof Daves a1 the beginning of next year.

sinesrely;

53 chemun des Hauts-Crdls. CH-1223 CologayiGeneva, Swilzerland

Tel (41 22+ 849 1212 Fax (4| 22} 786 2744 E.mail: cnmam@wﬁuﬂﬂ.g 6' 3 3 ( 9 6 _r



Privale events

You may receive invilations to private events taking piace in Davos an the
margins of the Annual Meeling; these clearly reinforce the networking
character of such a gathcring. As such evenls sumetimes conflict with a
session of dinrey of the Annual Meeting you may wish tz check Lhe officiat
programme before accepling private invitations.

Member companies of the World Economic Forum whe wish 1o take
advantage of the presence in Davos of (heir chief execotive and that of
many of their clients, suppliers and other partners (acwal or potemial) to
host an event or meeling of their own at the very end of the Asal Meeting
should conary us.

Should individual participants wish to organize a lunch, dinncr or recep-

tion, please note thal:

*  only evenls in the official programme can take place in the Congress
Centre

4 your office should inform ns on which day the event is planned, in
which holel und the number of participants invited

*  the printed list of participanis and their organizations s sent lo pariici-
panis in advance of 1he mesting
replics to your invitations shoutd be addressed direcily (e your office
invitations should be personally addressed, in Lhe spint of Davos
participants’ pigecnholes in the Congress Centre cannnt be used for
large-scale disciribution of material.

Guidelines:
essential reading for participants

The spirit of Daves

The Aonuzl Meeting is known far its direct, personal, highest-level
LnLeraclian among participants.

Participanis are encouraged 1o initiate a5 many individual contacts and
discussions as possihle, 1aking full advantage of the meeting's
networking and information system (clecironic, printed and personal
cunlacl services),

Through this gystem, participants should feel they belong 1o the same

club and should respeet each other's 1ime and integrity. There must be no

unsolicited selling of products or services al the Annuat Meeling, nor o
its participants a1 a later date. No promotional or advertising matenial is
distribuicd through oue official channels. Any participant disturbed by
inappropriaic appreaches should bring the reatter to our attention.

UGB633 /96
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The Davos club: rules of the pame

The Annual Meeting bring together chief executives of the workd s foremos:
companies wilh leaders from government, academia, science, cullure argd
the media

SECOMANYEng staff

Stoce the meeling’s purpose is to facilitate and foster personal contacts at
the highest level, we strongly advise thag participanis should not come to
Davos accompanied by members of theix staff

Actompanying stalf is in principle not admiited to the Congress Centre.

Global Event Management (GEM), our operalions pariner, cannot make
availabl accommodalion for staff in the same hotel as the persen they
accompany since all available rooms ame strictiy reserved for panicipants,
They will however provide information on accommoddalion in exceptica)
cases where a participant is obliged 1o have accompanying staff in the
Dxavos vicinily,

electronic message service

Networking 2mong club members will only be successful if the rules of the
game are respected: the electronic message service of the Annugal Meeting i3
restricted to negistered parlicipants only and in no circumistances can be
accessed by third parties.

corpormte documentaiinn

Panticipants are free to display their annual repotts of other relevant docy-
meatation in the aren reserved in the Congress Centre for participants
documentation. But just as we restrict electronie Mmesgages to 4 persop-lo-
person basis, we delfiberatety limit the amount of material distribuied 10
participants’ pigeonholes so that there shall be no unnccessary solicitation,

confidentiality

The Annual Meeting commands & certain media impact. Reporters from
keading media worldwide (newspapers, business magazines, radio and
television slalians) are accredited, under strict rates enforced by cur staff,
Should you feel distorbed by the reporting media, please let us know
immediately.

Our Press Office is at your disposal, should you wish to make any press
annauncements or held a press canference during the Annual Meeling,

T e e e e T -

In addition for the reporting media, a number of leading commentator: and
editorielists have an official role in the Programume and are full pearicipanis ™
in the meeting. Our Media Fellows fuily respect the confidentiality of
discussions; they will not attribute direct pLies or identify participanrs
without permission. Apain, should you be disturbed by any breach of
Privacy, pleasc let us know immediately.

respect _
The Annual Mecting has become known as a very hard-working gathering,
whose participants ase committed to intensive interaction, We count o
your cooperation in choosing carefully the sessions you aticnd so chat, onee
m the session, you stay until the end. Puactuality must be observed in
amiving for the sessign on lime; oice sessions have begun, further secass
wifl be cloged.

Dress

Davos is a large moontain village, siluated al L60OM o so above sea fevel,
whaose exceplional climate long made it Famous for bealth cures. Mewadays
it is alse renowned for winter sports. [t is an elegant resort where sinant
informal sportswear is the norm. Outdoors, warm clothing and boots are o
must!

Inside Lhe Congress Centre, for men 2 blazer op 5poris jacket or aven a
Swealer are more practical than a three-picce suit. Persanal contacts are
easier in a relaxcd satting aml the wearing of less formal clothing can
contribute o this., Protocol is kept to a manimum but sokte participants sull
prefer, even in this informal Armosphere, to wear a suit and tie, Whay
matiers most is that participanis fecl a1 case,

For most evening events {dinners within the official programmey), it is
perfectly acceptable o weng day clothes, since participants masily go on to
dinner direct from Lhe Congress Centre, The Sahurday evening soirée is the
txception; dinner jackets or a dask suit for men, short or long cocktail
deesses for women, or national costumie, ane recommended.



WEORLD
ECONOMIC
FQRUM

COMMITTED TO
IMPRIVING THE STATE
OF THE WORLD

Concept of the
1997 Annual Meeting

Purpose

The Annual Mzeting is the world's foremost gather.
ing of leaders frem business, povernment, science,
academia. culture and the media, with a consider-
able jmpact on world affars.

The Anrual Maeiing helps leaders to develap
long-term perspeclives in a world of accelerating
political, econorric, social. wechnelogical and
cilwral change. Tr is glahal in terms of its scope
ard coments,

The Annual Meeting allows panicipants, at the
bepinning of the vear. o determine their own
priorities and 10 clarify the action apenda.

Pariicipation

Participation in the 1997 Annual Mesting is re-
served for chiel executives of member companices,
and is serictly lmited in numbser 50 a5 to maintain 2
club-like simosphere and foster rue interaction.

Epouses are considered full partaers and have
access 1o the majority of sessions, as well as o a
programime of additional activites.

Programme

The programme is designed ro permit participants
to tase the "global pulse™ of key issues shaning the
corporate environmeri, as well as o eaplore the
latest approaches (o managzemnent lzadership and o
share ideas with the world's eminent thinkers,

ineractive and smafl-seale activities dominate the
programme. to allow participants individaalized
contact and conversation with colleapues and
leaders from politics and acadermia,

Te this end, the Warld Economic Forsm has rein-
{oreed its partnership with leading universilies and
instiluies.

Participants will be kept up wo date on the
programme as il develops, as well as on other
participants. Fing documentation, including the
detailed chronological programme, information on
orher participants and op the meeting's many
services and activitizs. is distributed in Digvos,

Buneay fenuuy 2861
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" Logistical arrangements

All services for participants’ hotel arangemenits are
providad by pur gperations partner Global Event
Management (GEM),

GEM can also assist with travel arrangements to
Zurich (the closest international aimpon w Daves) and
transfer from Zunch 1o Davos.

1997 Annual Meeting Programme Structure

Languages

The working languzge in general is English.
Some of the sesstons have simultaneous intorpretation
(particularly sesstons in plenary).

Security

SnECnt security measures are in force during the
meeling, With the caiibre of business and political
leaders present. ath the Swiss authorties and the
foundation make sure that the most thorough
arranpements possible are provided.

Thursday 30 Jan.  Frday 31 .Jar Baturday 1 Fabs. Sunday 2 Fea. korday 3 Feb. Tugsday £ Fab.
0530 - ——E.A0
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Sewtid] wovkghops Motk Ml owar kinch &var unch luneh
LEEETH Edtxi
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BILDERBERG MEETINGS
' | Amnedls Phooe  +31206256253 _
117 AT Amsterdam Fax 431206243209 - e
The Metherlsnda o . RO
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Anders Astund Moscow
Carnegie Endowment for Interradonal Peace April 20, 1994
2400 X Strest, N1¥

Washington, DC 20037

Russia: Political Forces and Fronomic Prospects in the Face of Presidential

Elections
On June 1. Russ:a is to hotd its sacond democratic presidential electons, after

having held twe democrabc parfiamentary elections. Even so, this date signifies a
milestone in the Russian post-communizt developmert:. Sither it means Lhe
consoiidation of democracy and market econemy in Russia or a nasty turn o a
disma: sociery. These presidential elections are likely to determine Russia's future

for vears to come and are the patural focus of this note.

Contrary Perceptions of the Situation

Today, Russia is characterized by a deep polarization between supporters of
democracy and market economy, on the ene hand, ard an alliance of
communists and "national-patnots”, on the other. This polarization is based an
contrary perceptions of the current situation,

From a reformist point of visw, a great deal has been accomplished.
Russia is a democracy which has held two democratic parliamentary elections in
a row. Media are free and highly pluralistic. Legisiation and the legal systemn are
deve:oping swiftly, and the crime rate peaked three vears ago. More than bwo
thirds of the labor force works in the private sector. The Russian economy is a

market economy, though somewhat messv. The inflakion rate has at long last



falten below 40 percent a vear, and the I\ fF agreement helps it to stay there. You
get more rubles for a dellar today than a vear ago. A great deal of economic
restructuring has taken place. Russia is ready for growih of possibly a couple of
percent this vear to rise to 6 percent in 1998 according to IMF forecasts. Last years
exports rose by no less than one guarter.

However, a communist looking upon the Russian situation sees
something campletely cifferent. The Soviet Union has fallen apart, inter-

-rf‘pub]jcan economis links have collapsed, awar persists in Chechnya, and
nobody respects Russian any longer. The official GDP has falien officiallv by 50
percent {perhaps by one quarter in reality); the military industry has declined
even more and Russia's sclence is in tatters; the standard of living has fallen
catastrophically (probably by some 20 percent in real terms), and Russia has
become onc of the most unequal countries in the world inot guite true - it is siill
less unequal than the TS, and the income distribution became more equal in
1995). T aw and order have broken down and organized erime prevails, In short,
an imperial nostalgia prevails, many old communists have lost out, the sodal
costs have been high. and the communists do not approve of anvthing that has
been accomplished.

Regional disparities are great, which makes it parsicularly difficult tp get a
proper over-all view. The reformers are strong where there has been a great deal
of reform, most of all in Moscow and St. Petersburg, while the communists
prevail where little reform is t¢ be noticed - in the Russian southern agricultural

beit and the stagnant north.

The Presidential Candidates

Russian opinion polls have proven highly unreliable. There are great regional

disparities, communications are poor, vOting patterns and participation vary

-t



greatly, so il has proven difficult to establish representative samples. Therefors,
we must be more sceptical than elsewhere of all apinion polls. Even sg, the pols
have helped clarifyirg who the front-runners are: communist leader Gennady
Zyuganov with up to 27% of the vote, and President Yeltsin who has risen from a
o of 3% in January to up to 27% in recent polls. They are foliowed bv four
candin:;[atEﬁ with usually 8-10%% each; General Alexander Lebed, Grigory
Yavlinsky, Svvatoslay Fedorov, and Vladimir Zhirinovsky.

' The present expeczation is that there will bs a run-oif o July 7 or 14 -
cepending on how fast the vates will be counted - between Prasidert Yeltsin and
communist leader Zvaganos,

Lebed, Yavlinsky and Fedorov have formed a va gae alliance called the
"third force”. vecupving the center. Together they have abouat 275 in the polls, so
they hawe a ronsiderable vete patential. They all appear both anti-communist
and anti-Yeltsin. Yavlinsky could possibly be considered sacial democrats, while
Fedorov is further to the lett, and Lebed a2 milder nationalist. It would make
sense if these three centrists unjted and won.

Iowever, these are three big personalities, their programs are not VErV
sitular, and their electorates are pretty incompatible, Most importantly, they
nave proven no organizational skills, whic appear vital in a Russian electon
campaign. Unly Yavlinsky leads a party that entered the Duma, while Lebed and
Fuilorov are one-mian shows without crganization or programs. They have little
money and minimai media support. For good or bad, they have the common
nnacence of not having been in power. So far, neither of them is perceived as a
credible candidate. This large uncertain center appears the big prize to win in the
vlection rather than an independent option, [n the end, their anti-communism is
likely to be more important than their anti-Yeltsinism, but their eventual

inclination appears open to negotiation.



Zhirinovsky will certaindy stand on his own, and after having been
underestimated in the last three elections, caution is in place. He has a strong
organization and a comunitted electorate. Zhirinovsky's volers are both against
commmnismn and the reforms, but his eiectorate appears more anti-communist
than aptr-Yeltsin, and Zhirinovskv frequently makes deals with the government
and supports itin crudal mements. If Zhirinovsky does not go to the second

‘round, he is likely to support Yeltsin.

The whole campaign focuses on the twa lead candidates Yeitsin and
Zyuganov, and we shall leave the others aside. Since the polls have such a peor
record, it appears more relevant to analy xe the election strategies of these leading

candidates,

Yeltsin'y Electorai Strategy

During the first fvo months of 1996, Zyvuganov looked very impressive, but
Yeltsin has gradually picked up. It is frequently argued that it does not veally
matter who wins because Yeltsin has embraced so much of the communist
program. To some extent that was brue in Jannary 1996, but important and
positive changes have occurred in the Yebsin camp, particularly in March.

First, Yeltsin is evidently in better phvsical shape than he has been for
very long. Rumours that he has stopped drinking are substantiated by his daily
public appearances. Yet, his collaborators are afraid that his health will collapse
and he is clearly over-strained.

Second, Yelftsin has broadened his eiprle. In January, Yeltsin appeared to
have given up the balancing of different groups around him and given in to the
groun ied by bis chuef body guard Alexander Korzhakov, assisted by the FSB
(formerly KGB) Chaimman Mikhail Barsukaw, and First Deputy Prime Mirgster
Oleg Soskovets, but this group has suffered serious set-backs. In January,



Barsukov led astrikingly incompetent attack on Chechens, who held hostages in
Pervomayskoe in Dagestan. Soskevets was the official chairman of Yeltsin's
election campaign but fatled completely. In January and February he was more
o less Yeltsin's prime ministerial candidate, but that is no longer the case. When
Yeltsinis well and sober, his mliance on this "sauna” gang diminishes.

Instead, other people in the Yeltsin circle have gained mare influence.
Yeltsin's first personal assistant Viktor Dyushin is now a major counterweight (o
Korzhakov. Moscow Mayor Yuri Luzikov has used is considerable powers.
Prime Minister Chernomyrdin is not out yet and fights back. Yeltsin's daughter
Tatyana has started playing an imporant liberalizing role. Hency, while nobody
has been sacked, the power distribution within the Yeltsin camp has improved,
but a vidous power struggle continuous withir the Yeltsir camp.

Third, the Yeltsin campaign has assumed democratic features, Originalty,
the official Yeltsin campaign was merged swith the state apparatus, but jt fadled to
collect the necessarv one miklion signatures for Yeltsin's presidential candidacy.
Instead, a group of unknown democrats dic so on their own indtiative, and
Yeltsin realized tha: he had to abandon his reliance on the FSB for information
and the state apparatus for campaigning and turned to various demoaratic
groups prepared to work for him. Notably, libera) Anatoly Chubais plavsa
discrete but important role in the campaign.

Fourth, Yeltsin is pursuing a popular election campaign. He is going out
in his old style and talks to people, listens to their concerns and responds. He
displavs his humble qualities and confesses that he is not satisfied with his
achievements as President. He appears to listen to people and care about people
again, which few Russian politicians do.

Fiith, Yeltsin's program has changed in a democratic and pepular

direction. Although he has no formal program vet {it is supposed ta be



announced on May 15), his many election speeches make dear his BUOTUIILC
priorities and they are sound.

The main task is to beat inflatior,, and inflation has been below 3 percent a
month dunng the last twa months. When inflation is beaten, growth is bound to
re-cmerge. Task number two is to make sure that pensions and wages are bemnp
paid on time. This is less a budgetarv issue than a matter of Bghting fraud,
Typically, cfficiais and managers use such money to their own benefit before

L they pay the legal claimants. A third task is [and reform. Yeltsin has issned a
3ood decree, and the conununists and agrarians oppose it because it threatens
the vested interests of their local eliles. A fourth issue is 1o fight crime and
<orruption, but that is done more n declarations “han in reality, but at least it is
done, and a few farmer serior officials are being prosecuted.

Yelesin's big political handicap is the war in Chechnya. While he hardly
can solve anything befare the elections, he is at least doing a lot about it. The
killing of General Dudaev was certainly to Yellsin's benefit, as he showed that he
could do something,

To a considerable extent, Yelteir. has disarmed the nostal gia for empire by
dealing energetically with the practical issues of realistic €COTOmIc integration
with the most positively indined neighboring ceuntries - Belarus, Kazakhstan
and Kyrgyzstan, In the case of Belarus, the cooperation might go further bt that
appears not all too likely.

President Yeltsin's great probiem remains that he is very unpopular with a
-arge share of the population, His negative rating i still clese to 60 percent. The
communist dislike is nevizable, but many people in the center dislike him for the
warin Chechnya, the proliferation of crime even in high government circles, and
flawvs in reforms. There might be a ceiling for Yeltsin's vote that cannot yet be

established, and this is 2 major worry in the Yeltsin camp.



The Communist Electaral Skrategy

Lnlike the Yeltsin campaign, the communist campaign has starred with
organization. Gennady Zvuganov proud!y praclaims that he has been endorsed
by 200 organizations representing 22 million people. Virtually all communist and
"naﬂﬂ£1dl-pa tiot” groups have signed up. Zvuganov's main piank is natioralistic
and he explains his chief mission to be to unite the red and the white. He has all
extreme commurists and nationalists in his camp.

However, as a consequence of this organizational approach, Zyuganov's
electoral strategy has become to consolidate of communists and national patriots
rather than reaching out to the center. The dedsive event was than the Dumain
early March voted to abrogate the Belovezhsky agreement of December 1991 on
the dissolution of the Soviet Union. This was an absoiute condition lor the
support of Viktor Anzilov ard his extreme communist party Working Russia
{4.67% ot the vote in December F995) and Alexander Rutskoi and his nationalist
party Great Power (2.6% of the vote in December 19953, In effect, that appears to
have been the lurning point in Zyuganov's campaign, and the party is now stuck
in imperial nostalgia and moralization. Moreover, Anpilov's storm troops are
sharply anii-democratic and truly frightening even to ordinary communists.
Zyuganov has become a prisoner of the communist and nationalistic extremists.

Economic policy was supposed to be a major plank in the communist
platform, as falling production, puverty and rising income differentials are
obvious problems. The leading economic pelitician is Yur Masilyukov, former
{_hairman of the State Planning Committee under Corbachev, Maslyukov used
his chairmanship of the Duma Committee on Economic Policy to call for hearings
in mid-April designed to help the communists to elaborate their sconomic policy.

The slogan was that al! the best economists and ideas should be mobilized,

"l



Curiously, this was the same approach that Mikhail Gorbachev used. The
communists clearty wants to avoid the hard choices between sodalism and
capitalism,

However, those whao responded to the catls for economic Programs were
commurists who wanted to re-sctabiich the Soviet economic svstem, cither ina
soft Ryzhkev-Gordachev form (that broke dowr) ur in a hard Stalinist form.

. Standard demands that emerged were: the re-establishment of Cioaplan and
central planning with state orders, far-reaching controls over prices, foreign trade
anc currency operations, massive re-naticnalizations and confiscations of
privatized property. The published communist platform, which is prety vague,
does not even mention private property and certainly does not endorse it

The comparativelv moderate communist leadets were left in an awkward
position with a choice of either a Soviet economic system, that most people know
proke down, or no economic policy. For the me being, it appears as if Zyuganov
has chosen the latter option, which means that he leaves the economic stage
completely to Yellsir and fails to exploit one of the top issues. Yet, also the
comimurust intent to present their election program on May 15, giving them some
iime to change, but the underiving forces will hardly allow Zyuganov to opt for a
winnable position.

s ime proceeds, it becomes ever more clear how extreme the
commeunists really are. There are many reasons. Zyuganov's strategy of gathering
all extremists within his camp is one explanation. Another reason is that the
Communists won too many seats for their own good in the Duma last December,
and the candidates lower down on the lists tended to be more extreme than the
leaders. Hence, extreme communists appear to constitule a maiority of the

communist deputies. A third reason is that the communists have become



convinced that they will win, and they have shown the arrogance of power
betare getting it. Finally, their urge for revenge is strong and frightening.

By any ordinary standard, the Russian Communist Party is simply not
electable. Zvuganov's strategic ambibion is ta win exireme nationaibists rather
than the center, and it no longer appears plausible - though not altogether
excluded - that Zvuganov can move to the center. 54ll, Yeltsin is the alf dominant

altermative, and many would net consider him elactable.

Reasons for a Yeltsm Victors

Much will change during the remaining one and a half months before the
elections. The behavior of the four second-level candidates will be very
important, and they are all likely to be open to deals that are difficult to predict.
Yet, for many reascns, President Yeltsin appears most likely tor win the elections.

First of all, Yeltsin remains the most skilful popujar politician in Russia
and he 15 an unstoppable locomotive when he gets going and he appears in
spiendid shape right now. He has a wonderful popular touch. Note that Yeltsin
did not run himself in the unsucressful elections in December 1993 and 1995.

Second, at long last the reforms are producing visible positive results.
Todayv, Yeltsin can say that he has carried out financial stabilization and made
the ruble a stable currency. While economuc growth initially is likeiv to be
sluggish. it should make itself felt throughout a large part of the country this
vear. There is a widespreac popular sense that the crisis is behind us.

Third, the communists have frightened much of Russian society with their
abrasive old communism. Participation is likely to be high, and the polls already
indicate 68 percent partidpation, and such indicators usually rise ovar Hme.
Espedally, the Russian business community is dead frightened by the

communists and has woken up to an extraordinary political acdvity, and the



businessmen have both money and authority. The open letter from 13 top
businessmen issued on April 26 swiftlv changed the political debate.

Fourth, Yeltsin has adjusted his program and his polices to satisfy
legitimate popular demar.ds and he is reaching out outside of his government
base, while the communists trv to consolidate their base.

Fifth, all the four intermediary candidates now appear more likely to
support Yeltsin than Zyuganev in a second round, but Zyuganov could plava

lh-ir;k and make a broader alliance to get out of the extremist corner where he is
currentlv caught.

Hixth, almost aj] other countries favor Yeltsin, It is most notable in the
other former Soviet repubiics, where the fear of Russian communists is striking.
The domestic comurtunists are seen as a fifth column, eollaborating with the
Russian evmmunists against national independence. The western preference for
Yeltsin is obvious and saelf-evident. However, also the Chinese comtmunists much
prefer Yeltsin, as they showed during his recent visit to China.

Seventh, Russia looks very differert in the summer and in the winter.
Therefore, peaple are likely to be much happier and sabisfied in June than in
Decernber and that should have an effect on the vate. {$weden and Nerway do
nat hold parliamentary eiections in the winter )

Finally, the communist alternative appears a bit too old-fashioned and
absurd at present to be really credible. It appears more like the last cheer of the
middle-leve] communist apparatchiki who have lost out than a plausible vision
of Russia's future.

Yeltsin has alinost total media support, which might be a mixed blessing,
Decause Russians are suspidous and they might vote for the cormmurnists because
they are continuousiy attacked on TV and much of the government propaganda

1 pretty crude. In July 1994, the establishment communist candidate Kebich lost
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urexpectedly to populist Alexander Lukashenko in Betarus, and [ukashernko gt
ne less than 0% of the vores, althpugh Belarustan media overwhelm ngly
praised Kebich,

A worrisome feature :s the widespread assumption that the President
“will not allow mimself to lose”. One statement runs: "Fither the President wins
the elélctinns or he just wins.” The asswmption is that the President can and will
11g the elections, It is dublous that he can do so, because much of the regional and
local administration is pro-communist, and the commurists are strongest in
faraway places, were rigging is comparatively gasy. Apparent fraud will
sertously undermine the legitimacy of the regeme, and the belief that Yeltsin will
Win in anv case undermines the willingness of his potential supporters to vote,

Although Yeltsin's negatve vote is falling now. the question remains
whether he is simply to unpopular to be able to win A curiosity in the Russian
election system is that in the second round is that people can vote against both
the candidates in the nun-off, while a winming candidate must get more than 50
percent of the votes cast. Thus, Russia might be left withou! an elected President
after tivo rounds of elections.

speculation continues on some kind of comprofntise deal bebween the
communists and Yeltsin, possible after the Jrst round of the elections, as the
stakes are so high, and the losing side would lose atl. There are many optons and

speculations, and all sides keep taiking to all sides.

After the Flechons

It Yeltsin wins the elections fairly, Russia has essentally succeeded inits arduous
transition to a democracy and a market economy based on the rule of law. Most
of the essential economic retorms have alreadv been undertaken. The medium-

term IAIF agreement constitutes a good base for future structura) reforms. A
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large number of forcign investors are no looking at the Russian market and 2 risa
v’ the stock prices by 40 percen: in April indicates the potential of the Russian
market. A major remaining proclem is the law and order situation. The bank
CTi4is is bound to get aggravated with lower inflation, but these are normal
prablems that Russia now can deal with. Hoivever, it is completely unclear what
government Yeltsin would choose after the elections, and consid ering his mental
state, the general expectation :5 that Yeitsin will fade in a depression for months,
if he wins the efections. Questions about his health remains. Yet, however
unclear the Yeltsin aiternative is, it does mean that Russia has rade the
transition. Russia will be mare assertive in its international relations, but it will
not be an enemy of the West,

In accordance with the argument above, Zvuganov is not likely to win if
the communists do not change their policy through an alliance with centrists,
which remains an option. If Zyuganov seould win sith his current policies, it
would be a serious set-back not oniy for Russia and its neighbors, but for the
whole world. There are some levers restricting the sway of the communists.
Some are economic. The three-vear agreement with the IMF will undoubtedly be
broken, If Zyvuganov implements communist economic policy. It is reinforced
with bilateral credits conditioned on the IMF agreement. The Russian debt
burden of some $130 billion needs rescheduling and servidng, but such a huge
debt is mere of a threat to the outside world than to the Russian goverranent. The
Russian business community can do a great deal - either buy suitabie
communists, pressure the government, or emigrate with their capital. After alf
Russta has a democratic system with a constitution, an elected parliament, many
elected regional and local officials, and free piuralistic media. A communist

victory would be a serious test of the strength of these institutions.
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An intermediary selution would be some kind of compromise betwveen
¥elisin and the communists, but it is difficult to discuss such an option since it
can take many forms. 1t could be democratic or anti-democratic.

The outcome of these vital elections is by no means a given, and it will be

of extraordinary importance.
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The Chinese beiiave that, for most of recorded history, China was not just the most populous
but also the most prosperous, technologically most advanced, most powerful, and -
arguably— the best governed of all human societiss. Chigess regard their eclipss by the
West in what they call "the recant past’ (the last few cenmiries) as ap anomaly that time and
hard work will correct. Most Chinese now bslisve thar, in the centry 1o come, their nation
15 descined to resume its nanieal place as the preentinenr society on the planet, They may he
right. Even’if they are wrong, their cocky seif-confidence thar time is oo their side has
Tmajor inferpanional implications.

China's rise 10 wealth and power is the leading factor in the Asia-Pacific region’s progressive
displacement of the Attantie community at the center of world econcmic sifairs. The
challenge of firing China ino the existing world order does nor, however, stop with
scomamics. China's rise also has enormous poiiticar and military impiications. Ity affects
will be felt nor just in Asia but throughout the world.

The Economic Challenge of China

Berween 1980 and 1995, the Chinese etonomy more than quadrupled in size. From 1991-
1992, its average annual real growth rate was 11,8 percent. Measured in terms of
purchasing power pariry, China now accounts for abour 8 percenr of global GNP. Mog
¢comomists expect that the Chiness economy will continue to Erow at & - 10 percent for the
next fifteen years, It will again quadruple in size. before growth wates begin w decline.
Before 2020, thev believe, Chins is likely 1o overtake the Unitsd States as the world’s largest
economy (s resuming the rank it had umil 18501 By 2030, China’s sconomy may be
larger than those of the United States and Japan combined,

The People's Republic of Chins (PRCY is achieving this growth, in part, by inrgradng its
now largely markerized economy with the more advanced Chinese economies in Hong Kong,
Maczo, and Tajwan. [t is also apetung jiself to the non-Chinese world, In the past five
years. China sbsorbed $114.4 billion in direcr foreign invesonent and anather $46.9 billion
in foreign loans. (Abour 70 percemn of “foreign” irvesmment came from Chiness
EReprzncars in Hang Kong, Macao. and Taiwan.) Over this period, China’s trade roge
19.5 percent annuaily, is imports and exports totled $t,0L5 billion, and the country was
visited by more than 200 million foreign 1ourists. The PRC: foreign excharge reserves rosc
trom $11.1 billion m 1990 w0 $73.6 billion in 1955 fand will r=ach $50 billion by the end of
1996). Foreign exchange reserves of the “greater Chinese™ economy (cowmprising the
raainland, Hong Kong, Macae, ard Taiwan) now stand at about $225 billion.

The PRC's integration into this "grearer Chinege" econnmy and the East Asian sconomic
region is being accomplished nformaily, by traders and investors rather than by governments
ar regional instituions. Now that colontalism, Werld War II, civil war, communism, and
Cold War comainment have receded into histoty. clan and family ties between Chinass
overseas and on the maindand are heing rapidly reknic. The Taiwan Strait has presanted the
most dramatic example of thesa trends. Despite the political estranpement betwsen the



authorities in Taipei and Beijing, Taiwan enteprensurs have investsd moes thap $25 hillion
cn the Chiness mainland. Cross-swraif trade naw approachss $28 billion anrmally, 1.3
millicn people travel to the mainland from Taiwan each year,

The PRC's rates of growth resembls those of other, smaller Eact Asian socicties in recem
decades. As in Singapore, Hong Kong, Taiwan, 2nd South Korea. such growth over three or
four decades wiil evenmally lift Chinese [iving standards to levels equivalent to those in
micdle-incame European countties. There are, however, important differences between
China and the newly industrialized counmies {NICs) of Asia. Abour 0 percent of China's
future capital needs can be met from domestic savings, Chinz's economy has, like vhar of
nther East Asizn economies, Senefiied enommously from access to North American and
European markers. Thirty percent of China's CXCOTS oW go to the United Stares alone.
However, China bas a buge internat marker, making it tess Jependent on exports than
Taiwan or Korea at comparzble stages of developmenr. Moreover, intrs.Asian trade,
including China's trade with Asia, ts now grawing much faster than trade with othar regions.
in the years ta come, China's dependence on both extemal and aon-Asian markeis like tha
United States will gradually dacline.

The Chinese economy is nevantheless the engine that is accelerating the global shift of wealth
and power i¢ East Asia. Events in the tegion or between Ching and its trading partmers may
alter the rate of growth but are uriikely to reverse it. As carly ag the year 2000, the Wortd
Bank estimates, East Asig will contribute over 50 percent of the growth in the worlg
cconomy. if the present is any guide to the future, however, Rast Asia may do 50 withot
having become fully part of the instimurons that undergird the curren: iorermationai EConomic
order. This order was crafted over the past halfcenmury of Euro-American global
dominance. It is now increasingiy unsertled by the rise of Chinz and other East Asian
ECONOMies .

China's growing economic weight and central position in what js rapidly emerging as the
leading economic region of the world economy have vet to be reflected in its inclusion in
globa] institutions and regulatory regimes. China is excluded from the G.7, the World Trads
Organization, the New Forum {successor t0 COCOM), the Missie Techmology Comtrol
Regime (MTCR), the Nuclear Suppliers Group, and most other institutions devoted to seiting
glabal policies on rade, investmenr, and technalopy transfer. No one has even thought about
how to work toward the uitimate admission of Chinz to the Organization for Econoeic
Cooperation and Development {OECD).

The effort (inaugurated by the United States and others in the carly 1970s) to incorporate
China into the world order shaped by the Atlantic community over the past half cenrury has
faltered. Yer it is hard to imagine that the instinutions that constinue this crdet ¢an retain
their leading posidon if an economy that is soon 10 become the workd's largest is oot fully
intcgrated with them.  Meanwhile, 2 rapidly expanding list of globai and regional economic
and politico-scondmic issues cannot be successfully managed withowt Chiness cooperation.
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~aradox remaing  And it points 3 another unique characterisiic of this technclogical parsdigm. The [T
revolution is essemtiafly about knowindge and key knowtedge producers are the education and 1raining
nstitutions of goverament  No previous rechnologicai revoluisn — for example, the invention of steam
powet ar electricity — has impacted so directly on the public sector. Thus innovation in goverament —
especially int]:ll.; kmowledge institutians -~ will be essential to renewed growth and living stendards,

I sum, it's easy enough for governmenrs to agree on broad “basics" -~ rusing trend growth witl
r:quﬁ irmpronved prosiuctivity whick wiil require imvestments in human cagital and knowledge, Aed cffective
pobicies o mitigats the transitional knpact of changing technalogy should be part of a growth strategy. But,
as I've argued, the erceramties shour many fandemental aspeczy of this technofogical paradigas aliow plenty
of room for dissent ancs generalities are transiated into specifics.

M igdizs

In the 1980' and [300's the demand for l=ys-skiiled and fess—educated workers (ell n all OECD
courmies In Europe this resulted in incredsed, long-term unenmployment while in the U.S, it showed up ie
sharply declining reat wages and & huge rise in ezmings inequality. Over the oame period, shployment of
aigh-skilled, better-educated workers rose in all QECTY counmies.

Were these changes due to technology? If so, wiy such a striking Transatlantic divide? Since the
I 0RD's niso witneased & major increase in manufacturing imports fom industnializing countics (especially in
East Asia) what Tole has trade played?

As & $gn of increasing concern, OECD gavernments recently requested the instiution to undertake
a tomprehengive review nod the study — Technolpgy, Productiviry and Job Creatiog -~ should be published
later this vear. Obviousiy na definitive answer to the quest:on of rechnology tmpact can be expected. But
certein "wviized facts” are rather clear. The mew techaologies require higher levels of coruitive and

interactivg skills And, although there are industry varistions, the new rechnclogins both reducc the skill



comtert and share of lowegiiil jobs, while increzsing the skill contemt and share of high-cill jobs, especiaily
in service indumries, the mam source of new jobs in the firure. This mismaich betwses the celathve demand
for and supply of the unskilled has fzd diferenl putcomes as ajready aoted. The bagic reason for the
differsoce i3 that in Burope, labour mariet institutiong set 3 Hoor for real wages and unemployimen reauts
while in the U'S. real wages are remarkably fexible and declining earnings are the outcome.

Even if thare &5 growing evidence of siill-bissed tecanotogical change, this would not rule out the
pcnmoﬂmr that increasing imponts from ragidly industrixiizng mddle-imoome countrics bas hud no efect an
OECD libour markers. Indeed, some voices are now raising fears of “immiserarion®,

Iz a recent articke surveying the large number of trede and wages studies, apthy titled *Ars Your
Weges Sct I Beffing?™, Richard Freeman concludes that “trade matters, but it is neither ali that maiters por
the primary cause of observed changes®.! But T duubt the debale is over. New eforts &t modedling, in a
genzrel epulibrun Terpswori, the effésts of toth rade and imvestment — the latter of increasing importance,
espacintly m Fast Asip — suggest a for more sipnifican npace on lowenng unskilled wages and reducing jobe
than most of the less complex anzlyses. T mepect there will shortly be another model which produces difeaem
resufts. And so on. Be that a8 it may, the major shifts in trade and invesmment flows which began in the
i1SE0's and are now actelerating, while producing overail benefits to all coumtries, will also create wioner
and losers in each country. And it will be extoemneiy difficult to dilferenliaie the impect of technology and
trade -- capesinliy since globalization nas bean fed (ar even led) by the technolopical reveluticn. In other
wonds, the labour market affects of profound strucoral trensformation will oot soon go away.

So whar are the policy options] Protectippism, ooe hopes, will be resistad  The more logical
candidates are domestic policies designed 10 increase innovaton -- for exempie, upgrading the kmowledge
infrastructure tiraugh improved education end effective Scence and Technoiogy potices -~ and labour

* Journz] of Fconomic Perspectives, Vai. 9, Sept. 1995, p. 30.
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Timotky Garton Ash . .
THE POLITICS OF EU ENLARCEMENT
Backgroond paper for the 1996 Bilderberg Meeting

The following are drief, informmal backpround notes, not in any seace a comprehencive
treatment. They deliberatsly concentrat on the politics rather than the economics of EU
enlerpernent, and 0o he poSI-COMMWEIS states.

My premiss is that the Livked isjues of EU enlargemen!, NATUC enlargemam, and the
development of mare cinsaly coprdinared European foreign and defence policies are the
biggest challenges i Enrupe today - at Jeast as important as monetary umion. The EU's
response @ the end of communism apd the cold war in Ewrope has been slugpandly and
ipadequate. Maastriht offered the scuggling posi-<ommunist democrsries wolung. The
current inier- govermmenty conference also seems unhkeiy i make these changes whick
Fawve to be made if a community of teenly-ples megmber stales is i fanction properly.

WHY ENLARGEMENT?

* The EU 15 called *Evrope” and these cogntries ant European. A ‘Europe’ with Greees
bur without Poland is like a Britain with Crimey but without Laneashire. That (reece &5
in and Poland out is a reguit enly of the artifietal “Yalta® divicion of Enrope m the cold
War.

* Security, Two world wars strted in Centtal and Eastern Eurcpe. War bas alrcady
broken cut again there, in the fomper Yugoslavia zed the former Soviet Umor Russia
looks increasingly threatening. Ever the most advance post-ComMmamists democracies
could [all prey to natiopabism and become unstable if demied the prospect of
membership, which they regard as (rudal to sscuring democrzcy in thegr own
COUMINEs.

»(tarmany, [f (Farmany remains the eastern from-line smre of the West that is diffioult
both: for Germany and far the rest The Beriin republic woutd face both temnanss and
pressures i mvert to some version of hegemony in a Zwivcheneuropa between &t and
Russiz H's in gli our interests 1o see Germany comfonabie with Western neighbours o
its east.

*Economics. Shor-term costs, obviomsly, but in the lopger rm, a larger single
market. I would also =dd, though of course this is controversisl, the Schumaefesian
stratlus 10 Western Ewropean producers of Fast Eyropean chesp sidlied labomr
competton

* ast but not least, e whole European project at the end of the 20th centnry caonet be
alfpwed 1o stapd ar fall with the slogie great gamble of monetary anion. Thewe should a
izast be voc other major show on the road. Thisisit

WHO, HOW AND WHEN?

Mainty, the three questions are closely related. For exampie: if one just concentrand oo
Poland., Hungary and the Czech Republic, and pushed forward a rapid negotation for
full political membership with lobg econcmuic fransition periods (incinding only
restricted initial participation i CAP, strocroral fimds, perhaps even in e free
movement of abour), ane could stil nagine these three being in by he chvious
symbalic 1arget daig of 2000, If, however, following the conclusion of the IGC in 1997
ooe opens macitional EC-syie negotiations with al 10 cemtral and east Eyropean
counties with which the EU currently has Europe agreemenss, and insists on the whole
{growing} panoply of the acguis commmnaniaire, with applicanis bemg required firs!
‘qualify’ eccnomically as mouch as palitically, tien 2005 w 2010 would seem

O pUmists.

I atfer the following thoughts. Firsz, on WHO:

*Thers are greal and growang differences betwesn (he candidats states, tut there are also
po sharp dividing lines between Central and Eastern Bumpe, or, for thet mmaler,
betweenl Eastemn Eunrope and non-Europe. O the former, the casy distipction e
‘advanced’ Visegrad Cemtral Europeans and “backward' East European rest does oot
hold up. Slovema, for cxample, s bemer qualifisd thap Stovakia Om the laner, the
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Touble with Europe in the sast is that il does not end, i merely fades away: actoss
Ruizia and into Turkey.
*Never say never, It 13 coumerproductive aml unrosssary Io say 2 d=finive ‘Bever” i
Russiz or Turkey. The problem of 2 genuigely libetal derpoctatic, stable, coopemtive
Russia, with the rule of law and a marke? economy. fulfflling afl the qualificasions for
membershup of the EU, and now asking for admisgon, is one we should sinceraly wish
to have. It weuid sl be a problem, becanse Rosgia is so big, and alf in Asia, bot this
is not & problem with which Ressia seenos liedy to face g5 in the foreseeable fome, We
have 3 long way to go bafore we ach the disputed cultirai-historical borders of the
continemt. We'll crmss that bridge (or not) if we ever come to it
*eo ical contigity maress. [t's silly o think of mking in. say, Estomia before
ﬁﬂland. & bigld Ewrope out from EU-rope, Greass is the exception that proves the
=%
. *One thing leads 1o another. Because thers is 3 coptinmen of potential members, the
admusscn of ope increases both the chaness and the hopas of the next. A precedent is
set, anit there is 2 wider positive regional demonstration effect. [f Poiand comes im,
Baltc bopes are mised, aad s¢on.
*By the same token, it is shorl-sighted o imagine ta you can mensty tnker with the
present msuwnons and procedyres of the EU to make it just aboot still work witk
twenty members (adding, say. just Cypmis, Mala, Poiand, Hungary and the Crech
Republic). The strucrural changes we make now should ar least potentially be
extenzible w0 an EU of twenty five to thirty s1atss,

That leads cn o HOW:

*All enlargemems ane different, but some are more diffetent than others. This one is
particularly diffarent due w0 (a} the mumber of poteatial applicants; (b) the fact that most
of the applicapt states ane posi-sommeunist, with economies suifering from special sorts
of bath under- and misdevelopment, inclading e lack of private property, capital, legal
Iramewrork etc; () the geopolitica] contideranon of the rlagonabip with Rosag

*The current EUY White Paper and 'pre-accession strategy” do oot provide either a clear
enocgh bmelable or clear coowgh crileria for applicants. Instead, they stant from =
maximatist cz@logus of what applicant countrics would kave to do wens they 10 jom on
lhe present wrms of membership. Oz the most opumistic imerpretatton of how f3r ad
fast even the closes East Certral European states ¢ounid advance m the strecmral
tranpcformation of the econpmies, eod crumjaily of their agrrmltural sectors, and the most
opumistic inlerpretaton of how far the present EU conld progress in mforming the
CAP, stuctural funds or ienepodating the budget, the twa eads stitl won't mees .

A teore ihnovabve, flexible and focussed approach is therefore calied for, Ainoag
many proposals tousd [ wouid smgls gt twa:

(T1Peter Bofinger's proposal for & ‘comrprehensive accestion straiegy’ concenatrating on
tade Lberalisation Bofinger proposes moving from cument lberalimtion m fol
removal of all speciiic safcguerd ¢lauses and ant-dumping megsures on both sides, The
EU ‘wonld treal associate members m ils fade palicy like full members’, for 3 five-vear
periad, dering which, however, the issociates would have 10 voimg power in the
council and no access to the CAP and stroenpral fonds,

(2)The proposal mads from vanous quaness w move farwand Eam the present
‘struciued dizlogee’ to a peiidcal 'partial membership’ in the tranaition period. ‘Thas,
for exaophe, selected aspirames might pamicipae in pants of the jner-govermmental
second and Lhird pillars. Since these are imer-governmental, snd sicce 9 panicipass in
ane area of immigration policy or CFSP action does nat require participatiom in =11, this
shouild be fcasibie. Cther political slaging posts might include observer stamg ar the
IGC or EMI, and, more irraginatively, a kind of “dry rup’ participation in Einopean
elections, producing elected MEFs-in-waiting for Le pext Eqropean Paliament,

*Both elaments, accelerated trade iiberalisonon and graduard polifen! partopation, e
imporant ways of moving [owards enlargement, When negotiations open after the emd
of e IGC, however, the subject of neponation will be full membership, B what
exactiy does thag mean? What i3 the esseniial minieugn of membership? Giver the oear-
impossibility of szcynng me copsenr of all cuoment member states 0 the bupge xided



wosa of a full East Earopean (4, 6, It aldne 10+} pamicipaiion in CAP & sructural
Mmmpmﬂuahmmrmmwmmmmmm
for maoy years. The applicants would cleardy bave © sign up t the i
wecknicai and lagal rules and obligations of tose ecxmomic parts of he Commumities o
whichk they did fully partcipaie. Bul we shooid be prepared to congider even jonger
SCONICTIC Tansiticn pencds covening ovett wider areas than we did for the scuthem
enlarpement (including, for exampie, Tansitonal restictions on the e mavement of
lahour ). The essental mimimum of membersaip is poiitcal a wlmn and bmding
commitnem 1 abide Dv the n=¢ and procedores of political, aegotiated comflict-
resolution which are at the bezrt of what the EU bag achipyved

*There'is an obviows poblem: that the new members might then particpsie, via
Councils. Commission or Pariiamert in decistons about areas in which they did pot
themzelves yut participate. Conld this be met with & combinaton of suspended voting
rights on sote 15582 plus 2 caiculared gussy that they would not sway he dacision

substaatiaily on others?

*This of courss depends oo (= voung aragerpens in force. Here s aoe of sveral
[points on wiich the fsnmmonal reforms ader discussion in the 1GC are - or sheald
be - cucial In eniargernent. Variants and areas of (double?) qualified majority votng:
balance Setween larpe and small siaes {given thac, for Poland and perhaps
Romanis, all the first Central and East Evropean 10, and, of course, Cyprus and Malta,
are small); the number of commuissioness; wals iv 2ad powers of the Pariament, cic.
Pace Bitish Eurcscepucs. who favonar enlarpement-as-diurion, T submit tha
enlarpement requires a smengthening or ‘decpemung’ of sxisling EU instinmions, an
extision of MaOrity voung, and a relaive reducting in fite blocking power of existing
member siates. Ctherwise. the EU of 20+ wili just not work. How énd how much 10 be
debared, hur the basic LTust SRS W e mLoaEsiable.

*For fum, b also quile serousiy, there is the jssue of the oumber of working
languages EUY muliple-language inerpretation as Keynesian job-creation measure or
Enplish for ali?

And WHEN: ]
T is politczlly imperative tat & least ons or two skaes bave the of joining
within the next ons of, & the most. two elscomi terms of thewr pmchaments or
presidanss. §t doasn't have 10 be “2000°. ‘1992" showed the magic eves of less momnd
target daies. “2002'?

It shopidn®t be a8 at opce, but it should be the beginning of a procsas open i all
Campetitica and the fear of beung left gut are healthy, the sense that a line has been
drawn and you are the wiong side of it s oot

THE POLITICS OF ENLARGEMENT

1. Central and East European Polities 1
* Tt ‘remre to Euarope’ - thar cenral slogan of the velvet revalazons of 1989 - romais

the central srtepic political orispiation in Peland, Hungary, the Czech Republic,
Sloveniz and the Balfic States. Postcommunists have accepted it It is mgarded as
cTucial to the sabilisation of their demoeTacies, the successful markefisation of their
eConomies (espectally o artracting foreign capital), and the elementary security of their
sLates, both from cutside aggression aad from wuemal destabilisation. * ' remaing
£vVaD MOTE JMperant (o these counies than ¥ was to Spain, Pormgal Greece m
their ransiions from dictaorstio. Elsewbere, for example o Slovakia, Romenia or
Cruatia, this orientaron is corested by mmportant politcat forces. _

"Even in the clossst and most positve cases, however, iher 5 widespmad
disillnsiorment with the Furope of the EU. Party this is the inevilable disappoimiment
of unrealistc expectations - nothing conld live up o the Europe of thes ideabistic
dreams, Partly it i3 a neaction 10 the social costs of economic gansformation, which ane
agsociared with ‘the West' and *Europe’. Panly, however, it is justified by the reloctant
ragponse of the EU, and especially 1he slow and uneven opemng of o0r markets.
compared with the rapid opezing of theirs.



*Qpe canoor, therefore, count on this Eurppean orisamtion lasting indefiniiely. The
natonalist alternative iy always present. The potenmial for tensions arcumd ethmic
mineritiss  becoming  imer-sae  coofint  gewches  inte  Central  Egrope
{SlovakiaHuogary, Poland/Lithcania).

*The largest front-runner, Poland, has a specific polifcal problem: a large, well-
ofganised peasants’ party which currently resists moderniving refornes of sgmcale,
Some younger figunes in the parry do ecogmise the rerapsity. Al the same time, thie
regstance s one faclor pointing oweds an abemanve coalition betwesm post-
vuminunist and post-ant-commeist Lberals, as has aiready happoncd in Hungary.
*Cenoa] and European new members would protably favowr the inter-
governmentalist rather than the federaiist crienfation ingde the ETF. Vacliv Klans is the
obvions exmreme case: move Thatcherite than Mre Thamrher. But aven lefi-libera] Poles
and Hungarians ape wary of surmendering wo much of the spvercignty which they only
reently pained, alter long beung forcably deprived of iL

2. West European Politicy
*The argument for EU enlarpement i won in principle. This was not troe Gve vess
ago. Mo-one now says 'mo’; they say ‘yes, bac’. O, in prvale, ‘d fma wuioes o
parier st jamals y perser’, a5 a senior French businessman frankty put ic to @e
;Egnnir:ﬂ::reisimmmrﬂm&umamajnﬂwofmhwsm Whe is
y for 11? Genpany, most importapty. Britsin - tul thar's a mixed bleseng for the
project's recepton elsawhere m the EU. Ausmia Finland. Sweden? Bm France,
cruciaity, has thms far becn most reluctant, fearing dilation of the present community
and its uwn influcees within it a shift of its cente of gravity tastward, and, of course,
French farmers. Spain, Pormegal, Greece and haly worry aboui the potential loss of
financial mapsfers from community budgets asd about East Europein agm
importt. All member states worry about competiticn o goods produced by East
Ewrnpean cheap skilled labour, angd a further nflow af that labour itself, when both
conjunctural and suuckiral wemgloymen nside the EU are 50 Ligh. They also worry
about 2 wo rapid enlargement redusing the EU w inle more than a fee trade zome
overseen by a League of Nalisns - the Brinsh Eurgsceprics” dream !
*Cermany’ s political elite now has 2 firm consensus ea the propoition it eastwand
1 include, at the very least, Germapy's inmediate eastern neighbours, is 2
vital Datcnal interest. Public opinicn has yet to be convineed, as do German famers
and trade umomists. A$ German direet imvestmens in Cepmal and Easterz Europe grows,
and as German manufactorers mave their production across e borders 1o the eist, 50
thix strengthers the lobby for enlargsmenr, and for irede liberalisation now.
*The crucial question for the balance of potical will ingde the EU is the French
position. [n what drcumsiances might this beeome more posive? Are theze mmplicil
rade-offs with Germany: ealargement for EML? zast for south? I look forward o
hearing from Piarre LeHouche.
“losely related tn the above: what precisely are e inerootbectons with EMUT Of
course here is no thegretical incompacbility berween EMU and enlarpement, bat are
there oot practical tensions? Starting with a vy & one: that {he cenplex and
diffcult business of preparing for enlargement requires brpe amounts of pohticans and
officials’ time, for which the camplex and difficolt business dgﬁgfﬂﬂﬂu
competes. Can we really manage both et onex? On the other hand, if goes zhexd
berween a core group of member states if implies and requires a ‘vaciable geomaetry’,
whelher con- or palycentmic, which arguably wmakes it casicr to covisage e mor
flexibis arrangements for new members adumbraed abgve. On the third hand, if EMU
fails then we will be desperaly i aeed of anotber lazpe undertaking, o counwr what
conld be a corrosive and dangerous sanse of cisis aroumd the whole Eumpean project,
and enlargement is the obviaus one 0 choose.
*The connection with g instiwtional reforms being copotiaied in the [GC bas been
discussed above. There is also a close copnecton with the spengthening of sommon
fareign, sacurity and defcoce policies. Bosria is definitely ot *spived’. Other Boumas
permain possible, less 50 ameng our immediate caswen neighbours, bat much more 10
among their immediae ceighbours, Pamcigaron in coonimated “European’ actions,
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under whalever precise SUSDICSs. 1s Dot just sometting we can offer tem - 45 a piece of
the enlarpement cake - byt something they cam do o7 Us. Wimecs, in a small way, ther
participation in Bosma A the same tme, relations with Rustia, Ukraine and Todkey
sboutd be intensified - with the ionger-t=rp perspective kept wisaly vague - 50 that the
politics of inclusion are rof poceived & e polides of exclusion.

1. Globzl polilics
*Betide the oovious question of the overatl size and weight of the Evropean radng
blog, vis-a-vis Asian znd Amenican ongs, there is the guestion of economic models and
competiiveness. Eastward enizrgerent W iosiude posl-cOMMOTES! economies could
sireagiien two possible directions in the Enropean polibical economy. E;npohqm,
inrloding PRARE-suppansd programmes. couldsupport the conversion of Still boated
pust-cammunist wolfare states inlg a version of the curent Rhemish social democrstic
" oodel of ‘social market economy’. Alternarrvely, dynamic cheap laboyr compettion
from Centrad and Bastern European could be a spar o ineosify the fliness cue of that
model in Western Europe, :chancing all-Burcpeas gichal competitivensss. As
mentioned above, many Western manufactorers are aimady vorng with their plants,
*The issue of BU enlargernent is plainly inseparable from that of NATO
How does 2 [as{ of slow kack fcr ops affect a fast or slow track for the other? What
anoul a (pre-Chirac) Frenct-siyle of a no-miclear-sitcning membership for Poland?
How does this relate (> sirengtbening a European pillar ar 'defepce identity'? If, wid
1w eves on RUSSia, we are o say to Poland or the Czech Republie ‘came mio NATO
when you come o the EL”, then we nesd a wuch clearer imetebie and critets for the
£ colarpement Do the NATO enlargement first, and both that time-pressure and the
Dew Members’ security concem becomes [ess acule. The crwmch for a parallel or andem
approach surely comes with the Baitic states. Un political and eccoomic grognds they
would e weil up 13 the second iine of potenral EU sembers. But can anygoe imagine
Rassia, with its present politics, accepting the Baltc sales' membership in NATO? Or,
for thar mater, the US Congress zgmeemg W offer the Baltic Sutes the full NATO
securiry pruaranises’ Mear logic again clashes with wmndy Lfc.

TGA, 14.v.96



For example, China will snon overtake the United Stares as the warld's largest eminer of
grecahouse gases. Clearly, no effon to moderate the damage to the global enviropment cag
hope to suceeed unless China is fully a part of it. Despite intense imerest iz envirgomenzal
1ssues in Europe and North Americz, however, oo congered mterrational «ffort to engage
Chiny in environmental dialegue ang Cooperation has yer ba=n mounzad.

China's rapldiy growing expons and imernal market contines to develop to a considerable
extent qutside the nomms of the global mading system. This is creating vested nterests in
pacerns of Chinese eccnomic benavier that disrupt and damazge trade apd investmen; with the
industria} democracies. The fact thar Chima is not 2 member of most muitilateral regulatory
regimes jeaves Beijing fres 1o ignars complaints from its wrading partmers unril they escajare
into bilateral confronmation. In such raw tests of power, ondy a major wading partmer like Tie
Lnited Seates has much chance of prevailing. As China's economic prowess graws, Beijing's
bargaining power will also grow, rmaking bilateral solutions 1o problems with China that are
of widér nternational concsmn even more problematic. Yet the West has oo apparent
strategy for achieving China’s integration irto the multilaweral instiretions it hopes will
regulate the post-Cold War imemarional economic order. Almost without exception,
mstnions formed since the end of the Cold War have sxcluded China,

China is already an exporter of high technology goods, many of them with military
applications. As the Chinese economy becomes more sophisticatad, such exports will greatly
nercase. Clearly, no effort 1o ragulate trade with "rogue states” or in technoiogies relovant
o weapons of mass destruction and their delivery Systetns can hope to succesd if China
Temains outside it. The limits of what can be accomplished by bilateralism are alresdy
apparent.  Consider, for example. the decidedty mixed record of unilaterj American
20ETPLS 10 regulate expors of Chinese nuciear and missile technology to Pakistan. As China
grows, Le bilateral leverage of the United Statas and other counmies over it can only
diminish. Yer there is no effort being made 1o bring China into rmectbership in (amt hence
into compliance with) the multiateral regimes that attempt to regulate the intermational
transter of sensitive technologies.

Finally, China's opening 1o the ouiside world and the concomitant collapse of Chinese
totalitariznism have zllowed the emergence of wansnational Chinese criminal gangs. Such
gangs are now invoived o the drug oade and the smuggling of Chines= emigrants under
conditions approximating those of e sighteenth cemtury African slave trade. They arg
developing linkages 10 organized crinte in Russia, Europe, and the Americas. The full
cocperation of the authorities in Bejjing with multilateral institvtions: ke ToterPol is cssential
10 deal with these problems. The Asia-Europe Meeting has created a multilasterat forum
Joining European and Asian customs officials in discussion of them. Yet the principal
markets for drugs and destination of liegal migrants are the United States and Canada, which
arg ot part of this forum.

A persistent probiem in dealing with China is the inability of the conmal governmeny, in
Beijing to abtain the compliance of provincial and local autharities with the agresmeants il
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concludes with foreign govermmems, The cuprent diffirylties over intellecmal property rights
are acase i point. China lacke the legat system, including ihe courts, rained judges, and
irgal eaforcement mechanisms that mors developed countries can rely upon to implement
sffective conmels over commerrial behavior. Everyone knowes this to be the cass. Even the
Chinese will admit it whan embarrzssed it doing s0. Yet there is oo concerted
intsrrational effor underway w aid China in law and administrative meform or in puilic
administration and judicial trRicing,.

The absence of an international stategy by which o promote China's adherence to the norms
fostered by globa| instimtions is especially striking given the success efforts to integrate
China into the world order registered in the 19705 amd 1980s. China can, of course, be
counted upon o bargain for privileged status and exemption from the rules appiisd to other
counmies, Nevertheless, once admiried to a chib. the record skows, China works hard 1o
- learn, adopt. and apply the club rules. China's SOCIO-ECONOMIC transformation gver the past
wo decades owes much 10 its admission 1o instinstions like tte IMF, IBRD, ADB, ang the
UN specialized zgepcies, and ta its subsequent adoption of the modes of analysis and policies
they favor.

The iack of 2 Enro-American (and Japanese) swategy for speeding China’s integraton into
global institutions and Chiness effective ipplication of global norms is potentially very
serious, given the high stakes invoivad. It cammot be in the world"s [oterest to wait mp begin
managing the consequences for the interpational sage Systemn of China's rise 1o wealth znd
pewer. Problems are accumufating, not dirninishing. China’s bargaining position is

strengthening, aor waakening,
The Polltico-Military Chollenge of China

As China's weaitht grows, both its military power and political influence are alse growing.
The implications of this for the Asia-Pacific region are well understood by China's
neighbors. Without exception, they seek economic bensfits from cioser ties with China,
while keeping a wary eye on Brijing as they move (0 accommodate it politically. China now
e0foYs its most cooperative relations with Southeast Asia in 300 years. Chinz’s refadons
with Russia are the most mutnally respectiul in over 300 years. Its relations with Eurcpe,
including Europe’s great powers, are the most sarisfactory 1o it in nearly two cenfuries.
Beijing’s relations with New Delhi are the Jeast strained since the 1962 Sinc-Indian border
war. [ts relations with Islamabad and Dhaka ars 25 sound 3s ever.  Despite an audible
updercurrent of Japanese concern about China, Sino-Japanese relations arc as good as they
have been in a hundred years. Yer two centuries of weakness have left China with nuny
points of dissatisfacton.

Chinz is now the only great power to have had majer portions of its Mstorical territory and



SHatus quo because the only way they could envisage it changing was by Taiwan's drawing
Closer 10 them and evenmaily accepting their leadership of a loosely reunited Chins They
sought to promote interdependence and dialogue across the Strxit to advance their long-term
objective of negotiated reunificarion.

By 1995, however, Beijing had become ceepiy concerned thar Taiwan's democrarnic politics
were centering on the quest for an identity separate from China. Responding to poputar
opinien on the isiand, the leadership in Taiwan began to provide inducements to third world
capitals to allow the esablishment of Taipsi embassies alongside Beifing’s diplomatic
represcntation. Taipe: redoubled its effors o upgrads its represeptation in the capitals of
great-powers. It vocifercusiy sought a separare sear in the Unizsd Nations General
Assemoly. The Taiwan leadership l2unched 2 canmpags of nominally private but very
political trave! abroad to raise Taiwan's intermational profile, Beijing concluded that Taipei
was bear on acquiring the atribuces of independem sutehood on the diplomatic instaitment
plan. Notwithstznding Taipet's protestations of fdelity to the principle of "one China, "
Beijing saw Taipei’s effors ac crafting a basis for long-tenn separution from China, This
conclusion was butiressed by the main 0pposition party in Taiwan's apen sspousal of
independence. From Beijing's perspective, Taipei's zctions threatened to alter the sams quo
in such a way as 1 preclude pezceful reunification,

Taipei's efforts 1o expand its options gave Beijing a sense of urgency about the Taiwan
question it had previously lacked, When political warnings failed to deter Taipei, Beijing
resonied to intimidavion through mijitary measures shom af war, such % exercises and missile
tests that underscored Beijing’s abiity to swangle Tajwan's economy. These meammes were
intended o force Taipei to reverse courss or o come to the negatiating tahle, Chinece
pasturing, bowesver, belatsdly cvoked countervailing shows of fores by the United States,

neutralizing Beijing’s pressure oo Taipei to negotiate,

American naval deplayments were undertaken 1o underscore ths longstanding inerest of the
United States in 2 peaceful, rather than violem, senlement of the Taiwan question by the
Chiness themseives, They were not intended o signal support for Taiwan independence.
Iromicaily, however, by making it clear that the Usited States would counter and offset
Beijing's use of measures short of war to farce Taipti © the nogotiating rable, [7.5. actions
have greatly diminished the prospects for peacsful reunification. If Beijing canmed force
Taipei to the table, and the United States will mot, it is highly unlikely that Taipei witl ever
negotiate. From Beijing's point of view, China pow hzs only fwo options: doing nothing
white Taipei warks ipward a “two Chinas® or "one China, one Taiwan" outcome, or going to
war for reumification, despite the danger thar the Unjiad States might be dragged inio the
conilict, Revising this calculus is now an urgert task for Ametican diplomacy.

Even political dissiderts in China see the Taiwan issue as a quartel among Chiness, 10 be
semled by Chinese withowt foreign intsrference. Resentment of American intervention in
"China's internal affajrs" ts high. Beifing 15 on the verge of smbarking on the long-tetm
mititary build up necessary to acquire the ahility ta overrun Taiwan even against U.S.



Fopulation detached from it by the military intervention of other grear powers! -

powers in the cases of Macao and Hong Kong, Japan and the United Stages i the caee of
Tatwan. Beyjing is determined to rounite these disparars Chiness societies under g single
soversignry, if not a single politico-economic system., Chinx will accomyplish such
reunification through negotiations, if possible (as it has proven o be for Hong Kong and
Macao)., or by force, if necessary (2s India did with Goa and Indonesia with Irian Jaya znd
East Timor).” The peaceful reversion of Hong Kong and Macac 1o China will oceur o 1997
and 1999, mspecnvely. The question of Taiwan's relationship o the rest of China remains
unsertled,

China 15 also th= gnly preat power to jack seeure and recognized borders with most of its
neighbors. China has now serdad all of its inner Asian frontiers through regodanons with
Russia and the newly independenr Central Asian states. The List of Chinese border disputes
remains, however, the longest such list in the worid. China has unserled SCONOMic zome
{seabed) boundaries with both North and South Korea, It dispures the Senkaku (ar
Liiaoyutai) archipefago with Japan. China contasts SOvarEignry over isiets and reefs
throughiz the South Chira Sea with Viemar, the Philippines, Brunei, and Malaysia. s
clzims to sconomic zones in the South Chinz Sez generate a seabed disputs with Indonessia.
The Sino-lndian border has been established de Jacre but not de jure. China is determined ro
define secure and recognized borders with ail these reighbors by negotiated tatritorial
adjustrnents as int Lhe case of its inner Asian frontiers, if possible, or by military action
de’end its soversignty, if necessary.

Urlike reunification with Taiwan. none of these bordes issues requires major terrirortal or
politico-military adjustments for its resofution. Sino-Korean ditfarences must in practice
awail Korean reunification for their resoiution. Neither China nor Jipan has so far seen any
Pressing reason 10 address (he question of sovareigmry aver the Seakakus. A Sino-Indian
border samtement is implicit in the stams quo and could be formalized whenever the rwo
sides are politically inclined 10 formalize it. China’s full acceptence of the Law of the Saa
Treaty {expectad to be ratified by the Nariomal People's Congress iater this year) will provide
2 iegal framework for negotiation of ¢laims in the South China Sea. Ching's neighbors have
few concerns about its actons in the shor term. They are all concerned, however, that
China's mulitary power relative to them is stzadily growing. This has given them an
incentive [0 explore soiutions to territotial issues that Ching has beretofore seemed to lack.

The reemergence of miiitary wosions, m¢luding Sino-American naval confromzdon, in the
Tarwan Strait tus changed this sitation. Until 1994-1995, Chinese leaders {like maost
poliicians o Taiwan} believed that Taiwan had oaly wo conceivable fureres: the status quo
(a5 it might be amended by ¢ross-Strait interaction) or reunificazion. In these cirrumstances,
Beying felt no sense of urgency about the Tajwar issue. China's leaders could live with the

! Japun, of course, dispuies savercigaty over the four ‘Nortem Exlants” with Rusris. $pain ond the
United Kingdom have differences ever Gikralmy, Thess digutes do o, hoeever, Dreaive significap) populadong o
caizosive mrritories. Mor do they have the smotional faren of Chima's ¢laims w Macas, Hong Kong, and Taiwan.



opposition.  China's recent ammbrace of Rugsian POSIEONs on various intemnational issuss,
including NATO expansion, provides 2 basis for expanded military cocperation with Russia
while calming China’s northern Aapk.

As Beljing increases its military capabilities against Taiwan, it will not abandos its efforts 10
achieve reurufication by peaceful meens. It will contimue 1o attemnpt to intimidate Tajwan
ino negotiations while seeking (o minmmize the resulting sewain in its relanons with the
United States. At the same time, it will wish to Jimit collateral damage 1o its relationships
with iT5 Asian neighbors from ransion and possible conflict im the Taiwan Strait. As g nesut,
China is likely to pursue compromise on South China Ssa rermitorial issues (and perhaps even
the Senkaku dispute) as it did with Russia and the newly independent Central Asian states.
By ¢imninating por=ntial spurces of conflicr with the members of ASEAN apd Japan, China
can hope w0 provide reassurance that jts aggressive stance on the Taiwan issue is n4 generis
and without wider implications for the region. Beijing's most recems military procurement
decisions, as well as its dipiomatic overtures to Southeast Asia, are consistent with such a
sTanegy.

These ominous rends might, of course, be reversed were Taiwan to be persuzded that it
should enter info acdve negotiations on reunification with Beijing or otherwise provide
convincing reassurance that it does not seek a frture disginet from association with China.
Taipe: is, however, unlikely (0 seek to accommodate Beijing in this manner. Nor are foreign
governments lkely to be willing ot able effectively io press it 1o do so. Taiwagp will
continue to artract Westarn and Japanese Sympathy as 3 democratic underdog menaced by the
communist dictatorship on the Chinese mainland. This will stimlate widening concern ahous
the implications of rising Chinese military power — no matter what Beijing does 10 allay such
COnCeRS,

In terms of deplayed forces znd raw combat power, if act in terms of wechoological prowess
Or power projection capabilities, China is already the preetnibent military power jn Asia.
{The recently reaffirmed U.S. forward presence in Japan and the surge capabititics it
facilitates are a potent qualifist to this Chinese military ascendancy.) Chinese defense
cxpenditures have hererofors been riatively low in refarion to GNP, Most of Chins's
neighbors {e.g.. Russia, Japan, Kores, Taiwan, and even India — let alone the .S, armed
forces in the Western Pacific) have far more advanred capabilities than the PLA. China is
determined evenruaily to match the forces on its borders, bur ke deferved military
modernization while building the sconomic base for it. In consiane ¢ollars, Chinese dafenss
spending grew hardly at al over the past decade. {Nominal budget increaces to keep pace
with high rates of inflation lad the press perceive increases whers none had ¥&t ocourmed.
China's secrecy aboul its defense budget and force structre aggravates its ceighbors’
tendency te exaggerae the growth in Chinase military power.}

The wlatively low priority assigned to military modemmization over the past dacade snd more
reflected Beijing's judgment that the short-term risk of a major conflict oo China's berders
was slight and that a resalution of the Taiwan issue couid, like the Hong Kong and Macap



questions, be psacafully schisved. Recent avens in the Taiwan Strait have clearly aitered
these judgments, The Chinese defense budget is likely to rise accordingty, though the foeus
of PLA modernization will shift largely to building the evanmal capability to conquer
Taiwan. Smategic nuclear forees and other Weapons sysiems with the caparity to deter .S,
Infervention in any batile for Taiwan are stmilarty likely to receive much greater eraphasis in
PLA modernization. Notwithstanding Chira’s single-minded focus on Taiwan, its greater
mphasis on military modernzation will zcceterate its acquisition of significant Force
prajection apd strategic weapons capabilities, speeding its emergence a5 a world, rather than
just a regional, mititary power.

{5 China Apaiogous to the Sovier Union ?

The prospect of a more powerfully assamive Chim nevitably awakens memuories of the
recent Euro-American struggle with the former Soviet Unjon. It leads o speculation thar
China, like the Soviet Union, may disintegrate. [One of the unforumate byprxtucts of the
collapse of the Soviet Union i that, having lost their Jobs, many Western specialists on
Soviet affairs mrned to Sinology. Having failed to predict the Soviet Union's coliapse, they
seem determined W anticipate China's. Having given Moscow's intenrions the bensfit of
every doubt, they appear determined 1 brand Beijing as an eoemy before it can reveal itseif
@ be one.) It is, however, & mistake (o draw many anaiogies berwesn the USSR and the
PRC.

The Saviet Unicn was a tuldnaticnal empire, established by czarist and communist conquest
from Moscow. [ts dominam Russiap nationzlity was a hare majority within its impertai
structure.  The Savier Union was driven by the impuisa 1o spread its idsvlogy whersver
Opportunitics presented themselves. To that end, it maintunsd a ouge mifitary presence in
sateilite states along its borders. Moscow's strategic ambiticns lad if to provide cxpensive
military and economic assistance to like-minded states as far away as Cyba and southern
Africa, Rigid central planning ultinwtely produced a deciining economy unable to bear the
very high level of military spending the Soviet stats demangdad. Until its fipal days, Moscow
sought to overthrow the intrmarional staps que and impose s own, rather than 1o join the
existing international order and its metitutions.

By contrast, China grew o its present borders over the course of millennia of gradual
cApansion and assimilation of minority pecples. The 94 percent of the Chinsse population
who consider themselves Han sharc a nationalist passion for unity, order, and internatiomnal
respect for their country’s historical borders, They have no sympzathy and sven lags
tolerance For efforts by Tibetans or other minority peoples within these bopders to cXeTCise
self-dezcrmination. They do not seek to bring additional pon-Hazn peoples into their polity.
Comemporary Chinz has no ideology it can explain to it own people, il less an idealogy it
seeks o expor 0 others. It has no sawllites and mainmains no forces beyond s borders.
China's increasingly decemalized economy is the fastst growing in the world. [ts defense
budger conld be greatly increased without putting much if any strain on its economy. China
secks to join the exisiing intsrnational order. pot to overthrow i,



Mor is China likely to disintegrate as the Sovist Union did. Econnmic growth has indeed
altered the relanonship becween the cenrral and provincial authorities, As acquisitive
individualism succesded austare communitarianiso as the national ethos, the Chinese
Commurnst Party iost much of its discipfine, along with its ideology. In the absence of
ZOVErMTIeN! MSHMLons to replace it, the provinces, (2 some extant, went their own way. In
the earty stages of economic reform, new challenges to govermment posed by the requirement
lo manage 3-markel ¢conomy were met, if at all, largety at the provincial, rather than (he
national level. Beijing is, however, now well along in itz efforts 10 creats the central
instiotions ascsssary to manage an tnerasingly dynamic aod integrated nationa ecotomy.
Resistance to this recentratization by the provinces 1as ook led fo Separanst sermiment. On
the contrary, the spirit of nationalism is on the rise thraughout China, This makes it less
likely than ever tha: Beijing will tolerare separatism i regions with substantial populations of
ethmie minorities, like Tibetans or Jighurs.

Finaily, the Soviet Union was a horrifying violator of the human rights of al! whom it
controiled. For all the Western pressure on Moscow on human nights issues, it took the
collapse of the regime to bring about significant improvement. Unlike the former Soviet
Union, gowever, China is camrying out ‘ar-reaching economic and sacial reforms. Thess
rmay or may not lead in time to political reforms, as happened, for £xampie, in the formerly
Leninist Chinese society on Taiwan. Nevertheless, it is arguable that the course of evenrs
elsewhere in East Asia will prove to be z berter pradictor of China’s funure than that in the
Soviet Union. (If so, a policy based on protest of ¢RITgious ingidents while assisting the
process of institutional reform in China, similar to the approach followed in Taiwan ang
South Korea, couid werk better than a policy based on pressufe and protest aione, )

In short, Befjing does not think or behave like Moscow when it was the capita] of the USSR,
China is not an implacable foe of the West or the world order the West has created. The
PRC is unlikely to follow the USSR into dislntcgration and collapse. The challertge 1o the
world posed by e rise of China is different. In some ways, it mMay prove more dannting.

Conclusion

Nearly two cemuries ago, Napoleon advised his fellow Europears, “let China sleep. When it
wakens, it will shake the world." There is now 0o prospect that China will remun 1o e
slumber of past cenmuries. The (wenty-first cermury will see China resurne its traditional
pride of place among the world's societies. The question before Eurcpeans and Notth
Americans is not how to prevent what cannot be prevanted. It is how ko apsure that the rise
of Chitia in the new millenniuny buttresses rather than erodes the international system we
have constructed with such difficulty ip this century. To that end, we must urgently consider
how to speed China's integration into existing institutions on acceptable terms.  Equally
imponant, we must decide how best to ensure that China's detertrination to mectify the
borders imposed upon by the ages of impsriajism, fascism, and the Cold War doss mot I=ad
0 long-term confrontation and strategic realignments adverse 1w Western intereszs.
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The glow grawth spectre hawmng the DECD countriss chmgeszpmﬁcuitmlbcﬂﬂmic
and the Pecific. Despite the commean grovenangce, these differing features make the probism of coping with
sdow growth more difficult. Arguadly, ro greater challenge hay faced the Western democracies sinee the snd
of the Second Watld War But unike that pericd, the shared nanms which imderay the construction of the
internationai architecture of giobal cooperaton are themselves in question.

The growih projections for the OECD countries over the paxt few years are in the 2-3% range,
signtficantly tower than the near double digit rtes for many noa-0ECL countries, capecially in Exst Asia
For most CECD countries {excluding Japan) these growah ratey are not markedly out of ling with histencal
experience since the mid-1970's. So wity the mounting concern? One reason 1y fising unemployment in
Furope and growing eamings inequalicy in the U5, 50 slowing growth has been accompanicd by increased
inmquicy. More fundymenrally, stowing growth has added (o the already fornudable difficulties of adaning
to two pervagve and ongoing sructural transformations - the revolurion i mfbrmetion 1echnology aod the
despening tntegraion (globalization) cf the worid economy. Adapling to change is far engier in 3 growth-
friendly emvironment, as the experience of the firg nvo decades arter the War so clearly demonstrates.

The remaioder of this paper will sitgare the growsh problem in this broader context. 1 wall try to
highlight four main issues for discussion: the role o macroeconomic palicies, the sources of long-term
growth; incraasing iabour market inequaiity, trade policy and globalization,

Macroecon ot H ig M. ?

While the two macoeconariue policy lowers — fscal and monetary policy -- do oot directly deteratine
the longterm growth rate or growth polectial of an econormy, they can influence shorter temn performance.
When the economy i§ growing beow its lang-term tend, an easing of either or beil will increase the growth

rate but risks jgtiting Gflatian once excess plam capacity disappears and unemgloyment is reduced. As s

12
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proxy o7 estimzting this ceilite, economists have devised 3 measure termed NAIRU (the non-accelersting
inflation rate of uremployment). While in theory there ere $wo macro growth instrumeits, in today's reality
<here is virtsally no soom for Ascal easing gnse ail OECD goversments are grappling with defiots, debt and
pensiozs for the agmg baby-boomers. So the macro debate focuses non one question:  should monetary palicy
bt eased 5o that mterest rates wili decline and growth can be speeded up?

Az 3 good sxample of the diftrences within the OECD, there i3 a vigorous and heated debate in the
.5, about the NAIRD (is it 5-6.3 percant or 5.1 to 7.7 percent or —71). n layman's terins, is the American
acannmy t fis] employmanm or could the Fed ease monetary policy with Little or no offoct on inilation? In
Emope, by wov of corcrast, the debate haa centred on how to reduce the high and perssient isvels of long-
term of structural unemployment — hardly 2 matter for Central Bankers, Insofar as the question of monstary
policy kas been angaged, it has become intertwined watk the paiicy debale an Eurcpean Monetary Uszon or
EMTJ. More specifically, the question 188 been can the fiscai consolidation necessary to meet the EMU
"convergence chiteria” be offset by casicr monetary poticy and what then do we ¢o abour sxchange razes?
[o Japan, where there has been Significam monewary and fscal sasing in recent years, as yet with little pogitive
impact on growth, the rote of macro poiicy seems less and less relevant in the face of an acknowledyed need
to overhawd the entire postwar deveinpment modet.

S0 what i3 8 reascoable answer 10 the question; does macTo paiicy provide xome sort of escape hatch
for the dow growth dilaruma? At ihe risk of sounding = snade squivocal I'd say "probebly nor*. The modest
equivocation stams fram rwo sources, One centerns NAIRU. Since it is impossible to estimete 3 precise
measire and snce structural changes such as increasing interpationel competition, weakensd labour unions
and growing concem abgir job security may weil have lowered systemnc inflationary pressares, the room to
mianceuvre for skilled Central Bankers may have increased somewhat, Dut, as an offset, "mooetary fine-

tuninig” is now increasingty constrained 5y repid ficancizl market response to policy shifts. So the modest
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room 1o manoens in the ULS. i probably in the range of '4 to | percentage paints for perhaps &2 much as
a year. Bacause the impect of structuenl change can’t be ezsiiv sstimated and varies emong countries sven
this rough guess would be difficult to suostantiate,

My sef_:und qualifieation concents fiscal pollcy. While overall fiscal constraint is a given for the
foreseeanis ﬁ:;ru. this does not preciude changes in taxation and expendinire designed to echance longer-
termy growth prospecty by, for swampie, increasiag sevings e a share of output.  This reises a differedt
question from the shoft-term room-to-manosuyle conundrum: how can governmens, by fiscal or other
palicies, influence the economy's growt) potemtai?

Sources of Growth

During the Golden Age - roughly 1950-73 -- growth rates in the OECD conntries far quistripped
their inter-war aversge. In Europe ang Japan rates quacrupied, mainky because of catcheup with U3,
tectmplogy and the recuction of trade barriers trough successive rounds of GATT negotistions. In the U.5.,
dorrtnant in both s produchon industnes and new technologies generaed by deftnse resewrch, there wa
no room for catch-up, but innovation in the new high tech sectors, as weil 89 expandmg warld markets,
provided e significant boest to growth and the standard of [virg of all Americans.

The merked stowdown ater the rst QPEC oil shock in the mid-seventies stimulated & recewed
inrerest AMONG CCONOMISEs in a long-neviesiad subiest of everonmma, the ceuscs of growth — a subject which
had grealy imesested their claswc forefathers (who were wimeas to the first Indusinial Revolution). During
the 1970 ared 30's 5 virtual Bood of eramirical studies sxploregd the role of investment, 1abour and technology
in generating growth and sy Living stendards. By the end of the 19805 the "new growth thoory™ began
to challenge the dominsnt neo-classical asaumprion that technology was sn exogenous free good {manna from
heaven). This has, in turn, generfted apother torrent of studies about the roje of technology, or more

broadly, knowledgs, in the innovenon process.
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“While it wouid be premanut o say that 4 sew conscnees has cmerged about the causes of growth,
thore is (oday 8 geneml Bgrecmen that tosmology and the innovation process centred in the Brm arg the main
sngines of weaith generation  While increases in growth mpuls - savings and labour ar human capital — are
egsential, a continuing improvement in the efficiency with which such inputy are combined {termed Total
Facror Productivity or TFP) is the main jorg run determinant of growth and Eving standacds. {Indewd, with
labour foree growth slowing in gl DECD ceuntrios borauge of aying population, the impartznce of tncreasing
productvity is even greatar than in the past). As Table | shows, the sharp decling of TFP in the [97(" has
been halled but the subsequent gick-up in the 1930's and carly 1990's is, at best, mpdest.  This modest
improvemnent is strikingly parsdoxical smes it comades with acceierating change in informetion technoiogy —
chenge 5o penasive, indeed, tha mformation is beconmng 2 basic coonomit resource and a force
TESTUCTUANG SOCiety.

This “productivity paradox” has added significantly to the growth peiicy difsmma faring UECD
gEovemmenrs.  Technoipgical change will raise long term growih rates « eventuaily. But i the wraasiton o
a new growth path thers wail be a musnarch benveen the demand and suppiy of labour and, honee, structural
uneTmlevmens or ather lahour market maladies. An effectrve and timaly supphy side response can mitigate
theas ansinonal prapisms but requires significant adaptation of the educarion 3ng (raming nfrastrucure.
But that mey bc more dilficult than it apgears ot first sigint This is wonh explaining.

One charasterigtic af the [T revolution has besr innovazion in the form of the enterprizs, ag evidenced
by the angoing restrucruring and the re-éngmeering phéngmensn. This enterprise innovation has already
tzken place in many manufenhisng sectors and has shown up in increasing praductivity gains {ses Figurs 1),
I thee U5, manufsciuring productivity is almost back ta its postwar mie, Thus, the drzg an TFF bhas been
entirely due to the service mdusiriss, which have imesied so beavily in the new technotogy with scant results

by way of higher productivity. Craoled, productivity meaqires are hard to devise for services: yet the
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specific traimng progranunes ku sbout bow to develop policies of Bfelong Jearning. The caste of feilure arc
best summed up by the term digital- divide - 3 curmuiative and pojentially imeversible division of the
werkfore and society into haves and have-nots.  While ve OECD country has developed a comprehensive
poticy of ifisiong learnmg, mamy have lauccbed pilot projects, often in cooperation with privete firms, using
infonmation h;rjdmuiugy in schools and adult training. Whether and when these smell projects will result in
radical reform is impossibie 10 predict. Moteower, effective programmes can be costly and in the policy-
mal:i.nlg process shori-term caats often outweizh long-term and essencally uncertain benefits.

+ The story to now has angued that neither macro or labour market poiicies are aenaseas for the slow
Frowth dilenmm. The thord policy option is trade: will more open marksts defiver the needed sgir to more
bugyam growth?

Globalivation
*You taugit me language: and mey profit from it is, ] know how to curge.”
Hilliam Shakespeare, "The Tempent”

Trede liberalization, or more accurarely globalizat'en (see below), is part of the problem_ especially
for the least skilled. But if the losers could be compensated (a big if) s globalization also part of (he solution?

During the Golden Age, OECD tade prew more rapidly than output ks prewse border barriers were
diamantled, Rising income usually leads 16 an expansion of trade but trade liberaiization can increzse the
etficiency of fiams trough incressing compstition pressure and 3o trade can raise growth potentisl Higher
growth will intresse trade. And voild, the virous dircle of the Golden Age.

The contribution of trade to long-run growth potentic] depends on its comritemion to total factor
productivity. [Ftrade is 8 dgmificant proportion of total output in any country, increasing intra-industry trade
will stimmilate isnovation As imternationai civalry for specialized products intensifies. Hut, in general, the main
determinants of TFP, as noted earlier, are domestic policies. And trade is ualikejy bo affoct either domenic
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market policies designed o facilitate adapration and mitigete the negative mmpact on the logers.

Gutting into the innavation poiicy debate would teke us toc far sfield. Suffice 10 say that the conflict
hetween what in termed tachnoglobalism ang technonarionslis is far from settied.  But the more Amndamental
disagreermant within the OECD -- the cxsence of the transatlantic divide — cenires on labour murkct policizs.
As someone has said it's & choice betwetn unempioyment in Earope and poverty in the 1.5, This is a bit of
a caricature, of cousse, it not too far removed sven Fr;:m some scademic discussion® While recognizing
tha nead for more deregulation to reduce the mpadiments to sdiustmend, these i 8 Tong reluctance 1o adopt
the rmuch roore Bedble American labour marker model.  Two arguments are made in fBvour of the European
muxdiel: high res! wages ero a stimulua 10 irnovation znd, mare importantly, the impact of unempioyment on
social cohsfian can be more sasiy eonteined by policies such as training combined with wage subsidies, #ic.
Of caurse, one tan question bolf thess anguments but the issue of sociai cobexion —~ a negative " cxternality”
of flexibiity — should not be dismussed. Lt the design and evalustion of training progmmmes for the
uaempioyed, for exampls, it wowid be impertant ta ke into account the costs of ot training, much as
criminal actvicy.

More broadiy, tie isauc of the govemment's role in labour force uaining is now uoder TEViEWw,
Evalustion studies have suggested that mamy programmes have little impact on unemployment. Sipce all
OECD governments are under fiscal pressure it wiil be tempting — capecially in the U.S. and, via locational
competitior., in the other OECD eouniries -« to rely on private sector efforts on the grounds of 2ficency a1
wel] 21 fiscal prudence {a recens article in the Economist puts this case mogt strongly’y. Yet to do 50 without
consideritg the fid] implications of the information technology revolution and the ongoing restrcturing in

the private sector would be extremely dangerous The debate should nat be shai the costs and benefits of

2 See especially CEPR, Unemplovneny, Choices for Eurgpe, London, 1995,
' *Training and Jobs", Cegromigt, Apnl 6, 1996, pp. 19-21.
8
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savings or lahour input in any significant fashion.

Hut it's important not to equate rede liberalizazion — mainly the reduction or slimination of bocder
burriers = with globalization, a term first used in 1986. It was the investment surge of the 1930'%, most of
it in capital- and tectmology-intensive sectors which began s new phase of international inferdepcadence of
deepening imgg;minn of the global economy, While the iovestment surge of the second half of the 1980
sdowed down in the earfy 1990 (besauss of recession in key countries) it has started 1o piek up sgain with
& decided tit 1o East Asia.

For the multinationa) emterprises, increasirgly the dominant global actors cspecislly v high-tech
sectors, market eniry by means of trade znd investmen: is essential in order to captire econmines of scalo
and scope, cusiomize producty 10 satisly Consumer Tastes and generBte iTter- and WTB-COrpoTate perworks.
These nemworks, which distribute different parts of the production process of a regionat basis, are most
evident inday in the Japanese elactronics sector in East Asia, e are rapidly spreading 10 other manufacrng
sectors. This has raised fears of "koilowing out” n Japan  Does it matter which part of the production
procass s located in any given couniay? The “hollowmg out™ syadrame and the pretiferation of ineentives
for "good” investment suggest many countries believe it does,

All this makes clear that traditionsl trade models are inadequate tocls to estimate the mpact of
globatization  For the MNE's fiom the OECD couniries iacreasiog liberniizanon (which includes rade,
ivestment and B mumber of domestic policies) will spur competitivensss, Bug it's not clear what the effect
wioukd be on immobiic factors — i.¢., labour — in sny given country. Nor is it clear honw the besefits will be
distributed mmong countrian  This, as we have aheady noted, is itkely to create conffct berween a klobabang
corporation and its home or host country. For the OECD countries 25 & whole, however, mceasing
specizlizetion in sectors of comparative agdvantage - high rech manufacrurieg and services — would improve
their terms of trade and thus thelr iiving standardy while raising the Lving standards of the newdy-

19
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induscriaiizing countries. In sum globalization may exacerpate problems of siructural adjusement in the
OECT), and cannat provide 2 panaces for its slow growih problem, but it is infinitely better than the logical
altermagve, which in new forma of protectiamsm,

Condusipn

E

I'm 1enrpred 1o sum up this paper iy repalling A saying abowl copomisty:

“When an ecoqomist edmits there's no quick fix ke {ar she) means there's
prodably no jongsterm sclution

But that's not exactly what I meant to convey, atthough [ would admic that the review of palicy
options proffered more questions than answers. Bt et me iy to clarify what [ resijy meant,

[n theory, the recipe for boosting growth is no great mystery: inaeast savings, wrvest in human
capital, promote global Fberalization of trade and investmant and improve productdviry. Troa, the rasuin
won't appear for 2 longsh time. And, alsa true, there will be sigmificant (ransition problems whneh may
produce sericus social and polingal falioul, But these trana‘tion problema can also be handled: compensacs
the losers and improve the adspiability of the institutional ard industrzl infrestruchoe. Of couwrse thiy will
cost money and fiscal corstraict is assential in all our coumttiss, And locitional cotrpetition among our
different market models (and, yen, East Asia a5 well) does crezte some difficulty in reaching a shared view
of the road ahead  Bur, let's not forger tat cur founding fatkhers created the OECD with three objeqiives in
mind: growtl, social cobesion; and demperacy.’ W all khoy agreentent on ohjectives is fraying. But gurely
strong leadership, whick srared the postwar architecture of interpational cooperation, can redefine and

renew & shared vigion of the road ahead? After afl, where theres 5 will thers's a way. lsa't there?

' For a full expasition see Rolf Dahrendorf, *Foundatons of Deamocracy”, The Responsive
Commupity, ¥ol. 5, Suoomer 1995,
1
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Tainle 1:
Productivity in the Buginess Sector
Percemage changes ar anmual rates
‘ Total facwn productvity )
1960-73 1973-79 1975-94
United States 16 ) 0.4 04
{ Japan 5.6 r 1.3 1.4
| Germany 16 18 0.4
France 3.7 |16 1.3
Haly 44 2.0 09
| Urited Kingdom 2.6 06 1.6
| Caneda 2.0 ‘06 0.1
| Tatal of sbove countries 2.8 Y ‘0.8
| Total of all OECD courtries | 2.9 0.6 | C8
Sowrge: OECD, Ecgnoemig Onptlnok, Decamber 1995,
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Figuie 1
Manufacturing Productivity
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