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By LIEUTENANT GENERAL ERVIN J. ROKKE, USAF

President, National Defense University

npredictable change is what our nation’s future national security dilemma is all
about. Appreciation for this uncertainty is the beginning of wisdom in the post-
Cold War era. Not only is international politics in flux, but, furthermore, techno-
logical breakthroughs relevant to national security are occurring with greater fre-
quency and with more substantial impact than ever in history.

In this world full of instability and rapid change, the U.S. government needs to muster
the full range of options at its command if it is to achieve its goals at a price consistent with
the resources its citizens are prepared to devote to international affairs. Rather than simply
deploring the constrained resources made available for some of the traditional foreign pol-
icy and national security institutions, we need to explore how to make use of the opportu-
nities offered by change.

This report represents an effort by the National Defense University to examine what in
this new world environment are the strengths and weaknesses of the various instruments
available for influencing the behavior of foreign governments. We hope that it will prove to be
of interest not only to policymakers, but also to all readers with an interest in security policy.

The Strategic Assessment applies the research expertise of the National Defense Univer-
sity, under the leadership of its interdisciplinary research arm, the Institute for National
Strategic Studies, with the generous assistance of analysts from elsewhere in the U.S. gov-
ernment. Offering such analyses, in both general and more specialized areas of interest to
the national security community, is one part of NDU’s educational mission. That mission, as
defined by the Joint Chiefs of Staff, is to educate senior military and government officials on
issues related to national strategy, security policy, resources management, and warfare in the
information age. It is our hope that this report is both authoritative and informative, and
that its influence will extend beyond the narrowly defined national security establishment.

We wish to thank all those who contributed to the success of this project, particularly
the many analysts both inside and outside the military who wrote or reviewed chapters of
the Assessment. We hope that this report will stimulate further thinking, discussion, and re-
search on the issues treated in its pages among both policymakers and policy analysts.
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Foreword

By HANS BINNENDIJK, Editor-in-Chief

n 1995, INSS inaugurated its annual Strategic Assessment with a survey of the world

strategic environment from the perspective of U.S. interests. This year, we continue the

series with a look at the instruments by which the U.S. government can influence the

behavior of other governments. Our current thinking is that the 1997 volume will ex-

amine flashpoints, i.e., the zones in which conflict and disorder may erupt in the next
decade, and the 1998 volume will return to the 1995 format, that is, to update our 1995 sur-
vey of the key policy issues facing the U.S. government.

Structure

We begin this volume by setting the scene, with a chapter about how the world is
changing from the perspective of U.S. security interests. Then we discuss the instruments of
U.S. power, starting with those that use persuasion rather than force and proceeding to
those that require progressively more use of force—that is why our first chapter is about
diplomacy and our last chapter is about weapons of mass destruction. Using this principle,
we divide the instruments of U.S. power into three groups:

B Non-military instruments
W Political-military instruments
M Warfighting instruments

The final chapter is an executive summary that also draws some general conclusions
about how the instruments of U.S. power could be made more effective.

Our focus is on traditional foreign policy and defense issues. Some may argue that en-
vironmental security or economic security is, over the long run, a more vital issue than mil-
itary concerns. While that may be the case, we feel that what we National Defense Univer-
sity analysts can do best is to concentrate on the areas we know best. In so far as we are
able to, we try to touch on nontraditional areas of what might be called national security in
its broadest sense, but we do not pretend to do justice to these topics.

Our aim is to analyze the means available to the U.S. government in the current period
to affect the behavior of other governments. We want to stress several points about that
aim. Our focus is on the instruments, not on the purposes to which they may be put. We
concentrate on what has changed since the end of the Cold War and on what will continue
to be the case for the next few years, not on the long sweep of history, not what may come
to pass in several decades, nor what will be the burning issues over the next few months.
Our net has been cast widely: we include in our set of instruments a variety of institutions
and capabilities that perhaps are not policy instruments strictly speaking.

The Strategic Assessment is aimed at policymakers, analysts, and informed members of
the public who want a serious summary statement of the tools available to the U.S. govern-
ment for accomplishing its aims vis-a-vis other governments. It does not provide novel in-
terpretations or detailed specialized research. Specialists in one subject are unlikely to find
much new material on that issue here, although we hope they will find a succinct statement
of the applicability of that instrument of national power, as well as some insight into the re-
lationship among various instruments.

Although Strategic Assessment 1996 strives to assess what factors are likely to limit or to
enhance the power of each instrument, its primary intent is not to advocate particular policies
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or approaches to policy. It is neither a statement nor a critique of U.S. government policy. The
views expressed in this document are those of the editors and do not necessarily reflect the
offical policy or position of the National Defense University, the Department of Defense, or
the U.S. Government.
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CHAPTER ONE

his volume analyzes how the util-

ity of various instruments of U.S.

power has changed in recent

years, primarily owing to the end

of the Cold War. For that reason,
we need to set forth our view of the chang-
ing international context within which the
instruments are applied. Our perspective
on the emerging new world order was set
forth in the first chapter of Strategic As-
sessment 1995, which we summarize here
with some changes in nuance to reflect de-
velopments during 1995 and with some
additional material to extend the analysis
beyond the realm of geostrategy.

The essential characteristics of the pre-
sent strategic environment are uncertainty
and change. The world is going through sev-
eral types of dramatic changes. For heuristic
purposes, those changes can be grouped into
three broad categories—geostrategic, infor-
mation, and, less clearly defined than the
others, character of government.

Geostrategic Developments

The world geostrategic scene cannot
be described as simply as during the Cold
War, when the Western-Soviet confronta-
tion was the prism through which all
events had to be viewed. At least three per-
spectives are needed now to analyze the

emerging international system: seen from
the top down, the major powers have
changed; seen cross-sectionally, states are
arraying themselves into three categories
depending upon their success at establish-
ing democracy and free-market prosperity;
and seen from the bottom up, transnational
problems have become a more important
part of the world scene.

Major Powers. In the past, the defining
characteristic of a major shift from one
world order to another was the transition
in relations among the major powers (in-
deed, among the European powers). A shift
in worlds was indicated by dramatic
change in the answers to three questions:
who were the major players, what they
could do to one another, and what did they
wish to do to one another. Perhaps the clas-
sic example is the French Revolution with
its new player (democratic France), its new
capability (the citizen army), and its new
intentions (spreading liberty, equality, and
fraternity). Similar transitions occurred
with the Congress of Vienna in 1815, the
unification of Germany in 1870, the Treaty
of Versailles in 1919, and the developments
following World War II, as well as with the
end of the Cold War.

INSTITUTE FOR NATIONAL STRATEGIC STUDIES 1
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STRATEGIC ASSESSMENT 1996

While the new world geostrategic en-
vironment is more complex than great
power politics, one of the new order’s basic
defining characteristics remains the rela-
tionship among the major powers. Those
powers are the U.S., Western Europe, Rus-
sia, China, and Japan, though India may
join the group within a decade or so. At the
end of the Cold War, some thought that the
new world would be unipolar, that is, the
U.S. would dominate the world scene. In
fact, the American people have not been in-
terested in that job. Instead of being unipo-
lar, the world consists of asymmetric poles,
in which one (the U.S.) is much the
strongest but the others are nonetheless im-
portant independent actors.

In the first blush of enthusiasm at the
end of the Cold War, the great powers
were all cooperating. Now, relations
among some are cooler, and differences of
perspective are more pronounced: U.S.-
China relations are characterized by suspi-
cions and disagreements on many issues,
the hopes for a new strategic relationship
between the U.S. and Russia have faded
away, the tone in trade disputes between
the U.S. and Japan has become sharper,
and the U.S. and Western Europe have
disagreed about how to handle the Bosn-
ian crisis. But peace prevails, and that is a

powerful force for
stability in the

World Output, 1970-93
($ trillions)
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world. None of the
great powers is
currently prepar-
ing for conflict
with another. That
might change over
time. If the powers
were to consolidate
around themselves
political and eco-
nomic blocs that
were exclusive
rather than open,
tensions  could
emerge at the
edges of the blocs,
such as between
Russia and West-
ern Europe or be-
tween China and

26%

1988 1993
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the US. A clash among great powers, di-
rectly or through proxies, would be the
greatest international threat the U.S. could
face, though it is a remote possibility in
the near term.

Factors shaping the behavior of the
foreign great powers include the following:

® Russia is suffering from something
similar to the Versailles Syndrome that hit
Germany after World War I. It feels iso-
lated, and it is bitter about the contrast be-
tween its post-Cold War situation and its
past superpower status. Moscow thinks it
is the victim, with others taking advantage
of its temporary difficulties. It resents
being treated as a loser in the Cold War
when it feels that, rather than losing, it
evolved in a way advantageous to all. Its
military is in decline if not disarray. And,
as important as any other factor, its econ-
omy has shrunk by half over the last
decade, while the rest of the world has
grown stronger. Yet Russia remains a nu-
clear power that can threaten the survival
of the U.S. as a nation.

® China is feeling more powerful in
world affairs because of its spectacular eco-
nomic growth over the last fifteen years.
By some estimates, China already has the
world’s third-largest output, after the U.S.
and Japan. In contrast to the vibrant econ-
omy, the political system in China has been
stagnant. The elite clings to a discredited
ideology that even they do not practice. As
the country hangs on the edge of a transi-
tion from one leadership generation to an-
other, decision making seems paralyzed.
The leaders seem to be afraid above all of
anarchy, into which category they put de-
mocratization. In international affairs,
China acts with ambiguity: sometimes like
a normal player and sometimes like the
stereotype of the Middle Kingdom —not
well informed about what others are doing
and how others behave, sure that its ways
should prevail despite the objections of
others, and assuming that it has a natural
right to get what it wants.

@ Japan is experiencing political tur-
bulence about whether the old system of
governance and economy is still the best.
Five years of economic stagnation, with es-
sentially no growth in 1990-95, has shaken
national confidence. Meanwhile, the trade
surplus with the rest of the world contin-
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ues at levels that cause tensions in relations
with the U.S.,, and to some extent with the
European Union (EU) and tensions are in-
creasing over the U.S. bases, especially
those in Okinawa.

@® Western Europe remains uncertain
how it will structure itself in the future, es-
pecially in the area of security and the mili-
tary. Whether agreement is reached upon a
coherent system for making decisions will
determine if Western Europe has the same
weight in international affairs as it does in
the world’s economy.

Three Categories of States. Another
geostrategic perspective is the cross-sec-
tional view, in which the world can be seen
as divided among three categories of
states. At the height of the Cold War, there
were also three worlds: a generally indus-
trialized and free First World, a communist
Second World, and an underdeveloped,
largely unaligned Third World. By the late
1980s, these divisions had eroded, as some
communist lands developed freer institu-
tions and some underdeveloped nations
evolved into industrial democracies.

In the new world order, the three cate-
gories of states are characterized by how
successful they are at achieving the almost
universally proclaimed goals of democracy
and market-based prosperity:

® The market democracies of free and
prosperous—or at least rapidly develop-
ing—nations, were once found only in
North America, Japan, and much of Europe.
Large parts of Latin America, the newly in-
dustrialized nations of East Asia, and Cen-
tral Europe are now joining this group.

@ The transitional states of ex-commu-
nist lands, as well as countries such as India
and South Africa, are progressing from a
low economic baseline, which run the risk
of becoming frozen short of freedom and
prosperity with authoritarian politics, heav-
ily politicized economies, and relatively
low levels of economic development.

@ The troubled states, primarily in
Africa, the Middle East, and parts of Asia,
are falling behind the rest of the globe eco-
nomically, politically, and ecologically,
often plagued with rampant ethnic and re-
ligious extremism.

These categories are not firm; some
very important countries, like China, com-
bine characteristics of two or even three
groups.

Some of the troubled or transitional
states may be tempted to divert attention
from domestic problems by means of exter-
nal aggression aimed at establishing re-
gional hegemony. It should be no surprise
were some such efforts by a rogue state,
such as Iraq or North Korea, to lead to a
major regional conflict. The proliferation
of weapons of mass destruction, particu-

_ larly nuclear weapons, could increase the

propensity of aggressive states to threaten
their neighbors and increase the risks for
the U.S.

Conflict within troubled states is likely
to be a common occurrence, and in some
cases, the state will fail—the government
will cease to function effectively, and civil
society will degenerate into near chaos. In
the 1990s, state failure occurred to one de-
gree or another in such places as Bosnia,
Rwanda, Somalia, Liberia, and Haiti. Most
such internal conflicts will not pose a sharp
threat to U.S. interests, though they may
trouble U.S. humanitarian values. The great
powers are often willing to provide human-
itarian and peace operations for failed
states. They are increasingly reluctant to in-
tervene militarily in civil wars, however,
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unless a particular crisis takes place in their
backyard, threatens to escalate to engult
other states, create a humanitarian disaster,
or otherwise affect great power interests.
The U.S. will have neither the means nor
the will to intervene in every such case
around the world, but it will intervene in
areas of its historic and strategic interest as
well as in situations of horrendous suffer-
ing that offend U.S. sensibilities.

Transnational Issues. A third geostrate-
gic perspective looks from the bottom up
at transnational problems, that is, those
which do not stem from the actions of
governments. Some of the major prob-
lems are:

® The internationalization of crime,
especially drug cartels that operate on such
a large scale as to threaten governments.

® Terrorists take advantage of more
open societies to mount increasingly
brazen attacks, such as the 1993 bombing
of New York’s World Trade Center. The
March 1995 Tokvo subway attack by the
Aum Shinrikyo cult, which caused twelve
deaths and five thousand injuries, “demon-
strates the threat a well financed, sophisti-
cated and international terrorist group

STRATEGIC STUDIES

poses [in what could be the United
States’s] greatest national security concern
in the years ahead,” to quote Senator Sam
Nunn (D., Georgia).

® Ethnic hatreds that erupt into geno-
cide or ethnic cleansing, as in Rwanda or
the former Yugoslavia. A related phenome-
non has been the collapse of organized
government under the pressure of war-
lords and clan rivalries.

® Sudden mass migrations becoming
more common, partly in response to state
failure and ethnic violence. These waves of
people, who may or may not fit the tradi-
tional definition of refugee, can overwhelm
poor neighbors. As illustrated by the expe-
rience with Haitians and Cubans, migrants
can pose an unacceptable burden on indus-
trial nations like the U.S. that are con-
cerned that the refugees may become per-
manent residents.

@ Lnvironmental problems spilling
over from one nation to another as the
planct’s resources are used more inten-
sively. Dangers to the global commons mul-
tiply: all nations are affected by depletion of
the ozone layver and global warming,.
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Some of these threats seem to call for
military forces to back up police forces
that are outmaneuvered, overwhelmed,
or outgunned. Constabulary operations,
such as picking up illegal immigrants, in-
tercepting narcotics shipments, and pro-
tecting delivery of relief supplies in failed
states, do not require the specialized
equipment and training needed for com-
bat, but they can tie up multibillion dollar
aircraft carriers and high-readiness troops
unless a more cost effective rapid re-
sponse force is developed.

Information Technology
The pulse of the planet has quick-
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other technological ad-

Source: International Data Corporation.

ened. Computers, faxes, fiber optic cables,
and satellites speed the
flow of information
across frontiers, as illus-
trated by the explosive
growth of the Internet.
Faster and larger infor-
mation flows reinforce
the political trend to-
wards increasingly open
societies. Ideas, people,
and goods are moving
across borders at an un-
precedented rate.
Technology progress
is not a new phenome-
I non. Historically, long-
93 94 95
vances dramatically
changed the nature of
warfare. What makes the
information explosion so revolutionary is
not that technology is advancing but the
pace at which it improves. While societies
have often been confronted with profound
social changes owing to advancing tech-
nologies, never before have societies been
forced to adapt to a technology which for
decades has been improving by an order of
magnitude every three or four years. The
speed at which computers function—the
rate at which information can be transmit-
ted over long distances—looks set to con-
tinue increasing at the rate of tenfold every
three to four years, which translates into
up to 1,000-fold per decade.

1996

No one can foretell all the ways in
which information technologies will en-
hance (or mitigate) traditional venues of
national power, but some themes are be-
ginning to emerge.

One is that access to information is
being recognized as a sine qua non of eco-
nomic growth. Mastery of information
technology is surpassing mastery of heavy
industry as the primary source of national
power, whether exercised through com-
mercial or military channels. A useful con-
cept in this regard is “waves” of technol-
ogy, popularized by Alan and Heidi Toffler.
The new wave of computers and commu-
nications will be the key to future eco-
nomic growth, but the older waves of agri-
culture and industry will remain
indispensable elements of national eco-
nomic life. Because the United States pos-
sesses the richest information flux, other
countries have become increasingly inter-
ested in tapping into these flows. Linkages
to sources of expertise (e.g., Silicon Valley),
sources of finance (e.g., Wall Street), or
sources of knowledge (e.g., universities,
think tanks, and selected government
agencies) are considered desirable and one
more reason for nations to cultivate good
relations with the United States.

Another trend is that the ubiquity of
global communications is creating new av-
enues for the interests, culture, and values
of the United States to percolate overseas
(and vice versa). For the most part, this in-
fluence exists independent of national pol-
icy; in some cases, however, the existence
of these channels makes it easier for the
United States government to go over the
heads of other governments and communi-
cate directly to their citizens.

On the other end of the spectrum, the
ability of the Defense Department (DOD)
to generate and distribute vast quantities
of intelligence permits the United States to
influence the outcomes of conflicts in
which it chooses not to intervene directly.
At little direct risk, the United States can
provide an “information umbrella” to its
friends by providing imagery and weather
data, software and other systems integra-
tion services, and, within the next few
years, simulation and other training tools.
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All these methods, taken collectively, inten-
sify the ability of the United States to exer-
cise what Assistant Secretary of Defense for
International Security Affairs Joseph Nye
calls “soft power.”

The extension of the rapid communica-
tion and computer technological advances
to the battlefield suggests that information-
based warfare will become more wide-
spread within a decade or two. Defense re-
quirements will demand more investment
in information systems and less in indus-
trial-era configurations of tanks, planes, and
ships. Information may come to rival explo-
sive force as a factor in warfare. The devel-
opment of an integrated approach—a sys-
tem of systems—that combines sensors,
communications, and processors with
weapons delivery will allow further ad-
vances in the precision with which U.S.
forces can strike. Improvements in precision
are not new—on average, a target that took
one bomb to destroy during Desert Storm
required 170 bombs during the Vietnam
War and 9,000 bombs during World War
II—but the cumulative effect is becoming
revolutionary. With more precise informa-
tion about where to strike, weapons deliv-
ery systems can shrink in size, facilitating
the trend towards striking from a long dis-
tance, possibly directly from the continental
U.S. to the battlefield.
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The nature and conduct of information
warfare is becoming a subject of intense in-
terest to defense analysts. Information looks
set to be a new dimension in which warfare
can be conducted, requiring defense against
enemy actions that cause vital computer
nets to malfunction and providing new op-
portunities for immobilizing an enemy.

The Changing Character of
Government

After decades of increasing state in-
volvement in area after area of society in
country after country, central governments
have been on the retreat since the late days
of the Cold War. Publics in many countries
seem to have changed their views about
national priorities and the role of the gov-
ernment in achieving those national goals.

The Devolution of Power. The most obvi-
ous characteristic of the retreat of the state
has been the end of the totalitarian systems
in the Warsaw Pact, in which the state
dominated all aspects of life, stifling the in-
stitutions of civil society. But in many other
countries as well, a dramatic change has
taken place in what citizens expect from
their governments. After decades in which
the power of central governments grew
steadily, those central governments are
now reinventing themselves, and power is
diffusing from the center. Two changes
stand out in particular.

First, central governments are ceding
more power to regional and local govern-
ments. For instance, not only did the So-
viet Union break up into its constituent re-
publics, but Moscow has had to permit
regions more free reign. In post-Mao
China, the provinces acquired a large mea-
sure of economic independence that they
used to deny resources to the central gov-
ernment, which finds that its budget is
growing only modestly while the national
economy races ahead. In the EU, after
years of defining detailed unionwide di-
rectives, the new principle is “subsidiar-
ity,” under which responsibility for each
problem is to be assigned to as local a level
of government as possible—preferably
local rather than national, and then na-
tional rather than EU-wide. In the U.S,, the




STRATEGIC ASSESSMENT 1996

1994 House Republicans” Contract with
America exemplifies the strong interest in
devolving to the states responsibility for
programs that the federal government pre-
viously controlled.

Secondly, central governments are
shedding functions, partly to reduce ex-
penditures and thereby contain budget
deficits. The most important reduction in
the role of the state has been a wave of pri-
vatization that swept Western Europe, the
ex-Soviet bloc, and Latin America, and cre-
ated ripples elsewhere. In 1994, govern-
ments privatized about $80 billion in as-
sets. The general mood is that states are
poor managers of factories, and that selling
off such enterprises is a way to raise
growth rates. The change in attitudes in
Latin America has been particularly sharp,
from a general assumption that the state
must organize economic development to
enthusiasm for the rule of the markets.

A related phenomenon has been a
greater attention to the domestic side of na-
tional power, especially the economic foun-
dations of power, relative to the projection
of national power abroad. A focus on do-
mestic issues, especially economic prob-
lems, characterizes Moscow, Beijing,
Tokyo, and Brussels (that is, the EU) as
much as Washington. To some extent, that

National Defense and International Affairs in the FY 1995 Budget
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is a reflection of the less threatening inter-
national environment. But there is also dis-
satisfaction about growth rates, which in
the U.S. and the rest of the industrialized
world have been much lower in the two
decades since the oil shock of 1973 than in
the preceding postwar decades. It seems
likely that the highest priority in U.S. poli-
tics in the next few years will be long-term
economic growth in a manner consistent
with providing appropriate safety nets for
the unfortunate, and addressing social
problems, such as race relations. Concern
about international and military affairs will
be seen in large part through this optic. In
addition, the U.S. body politic is of many
minds about what issues are worth risking
blood and treasure for: which values are so
fundamental that they must be defended
irrespective of the importance of the
geostrategic interests at stake, which areas
of the world are the most vital to the U.S,,
and which geostrategic interests are the
most important.

As a result of the refocus on domestic
issues, the U.S. public and publics in many
other countries have less of an internation-
alist outlook and are less willing to spend
money on foreign affairs. Calls are being
heard to restructure the foreign-policy and
national-security establishments to reflect
the decreasing interest in international is-
sues compared to domestic ones.

A Perspective on Isolationism and Unilat-
eralism. The debate over the U.S. approach
towards national security could be
thought of as a compass, with two pairs of
polar opposites. If the north pole is en-
gagement, then the south pole is isolation,
while the east is unilateralism and the
west is multilateralism.

The strength of this analogy is that
there are distinct and powerful groups
pointing in each of the four directions. For
instance, there are those (generally on the
left) who believe that no matter whether
the U.S. intervenes regularly or seldom, it
should always do so through international
institutions. Meanwhile there are those
(generally on the right) who believe that
the most important issue is that the U.S. al-
ways act in defense of its own interests
and under its own direction, irrespective
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of how often the U.S. decides to in-
tervene abroad. That is, to the ex-
tent that the U.S. engages inter-
nationally, they want it done
unilaterally, but they are not
sure how much the U.S.
should engage abroad.
Another phenom-
enon illustrated by the com-
pass analogy is that a policy
like isolationism can be ap-
proached from either right or
left. The Right tends to believe

and free market ideals removes the

rationale for active intervention abroad
(building upon the thesis of the “end of
history”). The Left is sympathetic to the ar-
gument that military and foreign expendi-
tures are a drain on resources that could be
better used at home (the theory of “imper-
ial overstretch” as a cause for national de-
cline). As one pundit described isolation-
ists, those on the right do not want to
inflict the world on America while those on
the left do not want to inflict America on
the world.

The compass analogy can be extended
to include the groups at the intermediate
points, e.g., those on the southeast who
want the U.S. generally to remain aloof
from foreign problems but to act on its
own (or with its close allies in a subordi-
nate position) when it does move.

On the whole, the mood in American
politics in the immediate aftermath of the
Cold War seems to have put the compass
arrow towards north, or engagement. In
the early days of the Clinton administra-
tion, the arrow swung so strongly towards
multilateralism that it was in danger of
going right on through towards isolation—
that is, the popular reaction to the failures
of multilateral institutions caused many to
think that the U.S. should dramatically re-
duce its involvement in world affairs. Since
then, the arrow has swung again. In 1995,
the new Republican majority in Congress
seemed to move the arrow to the right, to-
wards unilateralism (e.g., the votes to lift
the arms embargo on Bosnia irrespective of
the U.N. sanctions). Given these wild
swings, it is by no means clear where the
compass will end up over the five to seven
year time-frame of this report.
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that the triumph of democratic

Reorienting U.S. Priorities

From the perspective of U.S. national
security, an assessment of major trends in
the unfolding world order includes
grounds for both optimism and pessimism.

On the optimistic side:

+The major powers are still cooperat-
ing despite increasing tensions among them.

+Democracy and the market system
are models to which nearly all nations as-
pire, tempering the potential for ideologi-
cally driven conflict.

+The U.S. is a world leader in the in-
formation technologies that are increas-
ingly the source of national power, both
economic and military.

+The U.S. economy has improved its
performance relative to that of all the
major powers other than China. Unem-
ployment is less than half the rate in West-
ern Europe; the growth rate since 1990 has
exceeded that in Japan; and, of course, the
U.S. economy is doing incomparably better
than the Russian economy.

+The U.S. is the dominant military
power in the world. Not only does the U.S.
have the largest inventory of advanced
equipment, and personnel as well trained
as any in the world, but in addition, no
other country can match the U.S. in strate-
gic assets like transport logistics, intelli-
gence and communications.

On the pessimistic side:

—Multiethnic states are fragmenting
violently, in some cases falling into chaos,
and massive humanitarian disasters offend
values Americans hold dear.

—Traditional U.S. alliances are under
stress, with differences about how to re-
spond to failing states and how to incorpo-
rate the ex-communist states into new se-
curity structures.

—Transnational threats, from interna-
tional organized crime to international ter-
rorism, are increasingly being felt in U.S.
cities.

—Nuclear proliferation may increas-
ingly create instability in volatile regions
and may require the U.S. to act to neutral-
ize the threat.

—The U.S. focus on domestic issues
and the pressure to reduce expenditures
complicate the ability to respond to inter-
national threats.
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There is still much that the U.S. can do
to affect the character of the new interna-
tional system emerging from the end of the
Cold War system. But history suggests that
shaping the character of the new interna-
tional system will become more and more
difficult as time goes by. International sys-
tems typically have a life cycle in which the
relations among the major powers start out
flexible and become more rigid. One of the
more extreme examples was the early
years of the Cold War. Right after World
War II, the West and the Soviet Union had
differences (for instance, over the Marshall
Plan or elections in Poland), but it was not
apparent to many that those differences
would escalate into all-out political con-
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frontation. In 1945-48, several European
countries were attracted to both the U.S.
and Soviet systems (Czechoslovakia, Italy,
and France all had large communist parties
but also large anti-communist groups), and
it was by no means clear that states would
become aligned with one camp to the ex-
clusion of the other. But within six years,
the lines were drawn, to remain largely un-
changed for another thirty-five years.

In other international systems, the clar-
ification came more slowly. For instance,
Napoleon and Bismarck were able to start
with opportunistic alliances that picked off
their targets one at a time. But eventually
the other countries realized that their salva-
tion lay in alliance despite differences, and
so the world order became structured
around alliances with and against France
and Germany, respectively. In other cases,
the great powers agreed to maintain a bal-
ance of power in which no one state domi-
nated the others, but over time they were
unable to maintain the commitment, so the
world order moved toward a system of al-
liances. (This is what happened to the post-
Napoleonic “Concert of Europe,” which fell
apart when the price of that commitment
became clear in the Crimean War; and also
to the post-1919 League of Nations, which
proved powerless when challenged by a
resurgent Germany.)

If these historic analogies hold, then
there is some urgency to resolving the do-
mestic debates about what the U.S. wants
from the new international system, because
the international system may be more mal-
leable in the mid 1990s now than it will be
in a few years.

On the other hand, it would seem that
one of the main differences between this
international system and that of the Cold
War will be greater ambiguity and more ad
hocism. With regard to the U.S.s friends,
the new order is likely to see the U.S. in-
creasingly acting with pick-up coalitions
and outside of long-standing alliances.
Greater reliance on coalitions, as distinct
from alliances, poses problems such as
coalition cohesiveness, interoperability
with forces of other nations, and decision
making at the top level (e.g., rules of en-
gagement, strategic goals, and decisions to
initiate and to terminate conflict). With re-
gard to the enemy, the most likely conflicts
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in the new international system will be
those with poorly defined enemies who
may switch back and forth from being du-
biously neutral to actively opposed. In a
high intensity conflict with a clearly de-
fined enemy, such as a major regional con-
tingency in the Persian Gulf, there may be
significant ambiguity about whether the

~enemy has or will use chemical, biological,

or nuclear weapons.

The challenge for the U.S. military is to
balance the demands of preparing for the
several types of conflict possible in the new
system, while staying within the envelope
of the resources that will be made available
in this era of limited government. As we ex-
plained in Strategic Assessment 1995, in our
view, the tasks for which the military must
prepare are, in order of priority:

® Hedging against the emergence of a
peer competitor equipped with the new in-
formation technologies. This requires in-
vesting in the future, through research and
development and procurement. The per-
centage of the defense budget dedicated to
this investment fell from 45 percent in FY
1986 to 30 percent in FY 1996. Reversing
this trend will not be cheap.

® Preparing for major regional conflict
(MRC). The Bottom-Up Review concluded
that the U.S. must be ready for two nearly
simultaneous conflicts of this scale. Cur-
rent force structure allows for only a small
margin of error in executing the two MRC
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strategy. A high degree of readiness, force
enhancements, strong overseas presence
(both to provide confidence and to serve as
forward staging areas), and increased
preparation for coalition warfare would
serve to increase that margin.

@ Countering proliferation. Despite
positive developments (the North Korea
agreement, inspections in Iraq, elimination
of nuclear arsenals in ex-Soviet states other
than Russia, elimination of South Africa’s
programs, termination of Argentina and
Brazil’s efforts, and extension of the Treaty
on the Non-Proliferation of Nuclear Weap-
ons), at least twenty countries—many hos-
tile to the U.S.—are still seeking to produce
nuclear, biological, or chemical weapons
and the means to deliver them.

® Developing cost-effective responses to
transnational threats, that is, undertaking
constabulary operations that back up local
police forces, and addressing environmen-
tal problems without diverting military as-
sets from their primary missions.

@ Engaging selectively in peace opera-
tions for failed states. The selectivity should
be both geographic and topical. Geographi-
cally, the U.S. will engage more readily in
areas of vital national interest or of historic
commitment. Topically, the U.S. will con-
centrate on humanitarian relief and conflict
containment, rather than nation building or
seeking to end age-old ethnic tensions.

These tasks for the U.S. military reflect
the geostrategic developments, the informa-
tion revolution, and the changing character
of government in the post-Cold War era. In
order to make its will felt most effectively in
this new environment, the U.S. government
is changing the way it uses its instruments
of power. The rest of this volume examines
in turn the non-military, political military,
and war-fighting instruments.
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Introduction

iplomacy arises out of the funda-

mental character of the nation-

state system, with its basic as-

sumption that nation-states are

sovereign but divergent in their
interests and unequal in their power. Diplo-
macy is about the process of interstate rela-
tions, while foreign policy concerns the ob-
jectives of those relations.

Following World War II, Washington’s
diplomacy adapted all of its foreign-policy
instruments to the policy goals of the Cold
War. In the diplomatic sphere, the United
States adopted the activism of a super-
power, leading a broad, military-political al-
liance. The U.S. relied heavily on bilateral re-
lations to build a nexus of durable political
and military coalitions as major diplomatic
tools. These included anti-Soviet coalitions
(such as NATO, CENTO, and SEATO) and
institutions for the promotion of global eco-
nomic and political development (such as
the Marshall Plan and GATT). To implement
this more ambitious foreign policy, the tradi-
tional departments were expanded in staff
and resources, and a new family of govern-
ment agencies was created with responsibil-
ity for a new range of activities, including
covert intelligence collection and special op-

erations, propaganda, and economic and
military assistance.

With the end of the East-West rivalry
as an organizing principle, governments
and peoples are turning inward, focusing
their attention on specific local interests. At
the same time, a growing number of
transnational issues bedevil countries large
and small. Furthermore, a number of actors
have recently assumed greater roles on the
international scene: resurgent ethnic and
regional nationalism; international organi-
zations, such as the United Nations and the
World Trade Organization; multinational
corporations; and private voluntary organi-
zations (PVOs).

The multiplicity of these interests and
actors who, in the absence of a single orga-
nizing theme such as competition with the
USSR, clamor for priority attention presents
new diplomatic challenges implying the
need for a more multifaceted and nimble
diplomacy. For instance, while U.S. bilateral
relations with Japan during the Cold War
concentrated primarily on security consider-
ations, trade and investment questions are
now of increased importance, and the
process of influencing Japanese behavior re-
quires paying attention to a more diverse
number of Japanese interest groups and
power centers—the Ministry of International
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Trade and Industry as well as the Defense
Agency; the Japanese car industry as well as
the Ministry of Foreign Affairs. At the same
time, the U.S. finds its ability to pursue ag-
gressive, bilateral diplomatic activity limited
by expanding multilateral obligations aris-
ing from its leadership role (e.g., in NATO
and the UN.) and by the American public’s
growing insistence on a domestic focus.

Instruments

Retrenchment and reduction appear to
be the dominant trend with respect to the
American diplomatic organs. The best mea-
sure of the funding for diplomacy is the
data on government spending by functional
category. One of the categories is interna-
tional affairs (the 150 account ). The funding
for the 150 account fell 46 percent in real
terms from FY 1985 to FY 1995. Further-
more, both the FY 1996 budget proposed by
President Bill Clinton and the congressional
concurrent resolution on the FY 1996 budget
project steep reductions in the 150 account

Until World War H, the building now

known as the Old Executive Office
Building housed the Department of between FY 1995 and FY 2000: their respec-
State, Navy, and War. tive projections are for a 23 percent and a 43

percent decline in real terms.

Between FY 1985 and FY 1995, the re-
duction in the 150 account was primarily in
international security assistance, i.e., mili-
tary aid. The funding for the conduct of
foreign affairs, other than peacekeeping as-
sessments, is perhaps the category most re-
lated to diplomacy. That category rose by
only 8 percent in real terms from FY 1985
to FY 1995. The Clinton administration
forecast that it will decline by 19 percent
between FY 1995 and FY 2000 (Congress
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did not break down the 150 account fore-
cast into the component elements).

Most of the existing official foreign-
policy community—the National Security
Council, the Department of Defense, the
specialized agencies, and the foreign-affairs
components of main-line departments—
was created to augment the Department of
State in the conduct of American diplomacy
during the Cold War. Calls for budget-cut-
ting in general are jostling for attention
with proposals for reorganization. For in-
stance, Senator Jesse Helms (R-North Car-
olina) proposed in 1995 the abolition of the
U.S. Agency for International Development
(USAID), the U.S. Information Agency
(USJA), and the Arms Control and Disar-
mament Agency (ACDA) as independent
organizations, with the transfer of their
functions to the State Department.

Reorganized or not, the existing gov-
ernment organizations will continue to be
charged with implementing American
diplomacy in pursuit of U.S. interests uti-
lizing a variety of instruments that can be
mixed and matched to specific ends. These
range from prodding North Korea into
compliance with international norms on
nuclear questions to protecting access to
government contracts for American aircraft
producers. The form in which they are
used also can vary, from quiet bilateral
contacts by resident embassies through
“shuttle diplomacy” by senior officials to
highly publicized summits of chiefs of
state. The United States has also developed
a program of regularly published official
reports on specific subjects, such as human
rights, narcotics traffic, and terrorism, that
combine public diplomacy with public
pressure on other governments.

Modern diplomacy is like an iceberg
that lies largely underwater; most of the
business of influencing other governments
takes the form of myriad daily contacts
outside the notice of the media and the
public eye. In general, the stronger the
overall bilateral relationship, the easier to
settle specific issues, such as police treat-
ment of an American citizen or access to
the local market for a U.S. product. Con-
versely, the weaker the relationship, the
more difficult effectively to use diplomatic
tools to obtain changes in behavior, as seen
in U.S.-Iran relations.
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Treaties and International Agreements Concluded
Annual Average, 1946-1994

Treaties Agreeements Total
1946-1959 B 202 217
14 268 282

1960-1979

1980-1994 L 340 357

Source: State Department

The National Security Council

Established by law in 1947 as a body
of cabinet-level officials, the National Secu-
rity Council (NSC) advises the President
on national-security policy. Its role was ex-
panded during the Eisenhower administra-
tion, when a relatively small NSC staff or-
ganization was created to serve as a
secretariat coordinating foreign policy.

The National Security Advisor (NSA)
and his staff have since moved far beyond
the Eisenhower-era concept of interdepart-
mental coordination. The position of Na-
tional Security Advisor now has cabinet-
level status, and is often seen as primus inter
pares on the NSC. In the Kennedy adminis-
tration, the National Security Advisor began

Trends in U.S. Government Overseas Presence 1984-94
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to play a direct role in policy formulation, a
role expanded by Henry Kissinger, who es-
sentially assumed the power and role of
chief diplomat as well as principal foreign-
policy advisor in the Nixon administration.
Although the trend of increasing power in
the hands of the National Security Advisor
slowed somewhat during the Reagan years,
a new twist was introduced when the NSC
temporarily assumed an active role in
covert operations. Under President George
Bush, Brent Scowcroft reintroduced the con-
cept of the NSA as an “honest broker” who
coordinated U.S. foreign policy. This ap-
proach, when combined with an engaged
President and an effective Secretary of State
(James Baker) in an atmosphere of collegial-
ity among senior officials, produced a no-
tably coherent, nimble, and well-integrated
U.S. foreign policy, even in the hectic days
of the Soviet Union’s collapse.

The Clinton administration also
aimed for a collegial relationship among
its foreign-policy and diplomatic princi-
pals, and the current National Security
Advisor appears to be operating more as
an inside coordinator than external diplo-
matic operator. Correspondingly, the prin-
cipal roles of the NSA and his staff appear
to be prioritizing issues, seeking consis-
tency, and coordinating instruments
within the U.S. foreign-policy establish-
ment, as well as adjudicating the underly-
ing competition for resources among agen-
cies and departments.

The NSC is challenged to keep up
with the growing foreign-policy portfolio.
Because the President’s role in formulating
U.S. foreign policy and directing diplo-
macy will remain central—despite an in-
creasingly assertive Congress—the impor-
tance of the NSC’s integrating role can only
increase. At the same time, the roles of the
National Security Advisor as a spokesman
and negotiator cannot be completely cur-
tailed, though they can be held in reserve
for rare occasions when U.S. wishes to
demonstrate the depth of its interest.

The Department of State

The State Department is the core diplo-
matic institution for the U.S. government. It
employs all of the diplomatic instruments,
from public spokesman to secret negotiator.
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The State Department has primary re-
sponsibility for communication with other
governments. It manages this role through
multiple channels: foreign embassies resi-
dent in Washington; the U.S. embassy net-
work resident in other countries” capitals;
participation in international organiza-
tions; official delegations; and (as dis-
cussed in the chapter on public diplomacy)
formal public statements by senior officials
or through the daily State Department
press briefing. The bulk of communication
with other governments, on subjects as far
apart as the welfare of an American citizen
in a Chinese prison to the alleged export of
Chinese missiles to Pakistan, is conducted
through these regular established channels.
Increasingly, however, the end of the Cold
War has seen these regular, established
channels supplemented by more informal
and ad hoc arrangements, none of them
entirely new.

President Clinton meets with family
members at the memorial service
for three U.S. diplomats killed near

For instance, there is a growing ten-

Sarajevo in 1995.
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Arranging agreements—tormal and intor-
mal, written and oral—is a basic tunction of
the department. More than fourteen thou-
sand treaties and other international agree-
ments were concluded by the US. govern-
ment between 1946 and 1994,

As the senior foreign-policy advisor to
the President and chiet of the core diplo-
matic organization, the Scecretary of State
can claim primary responsibility for the
overall integration of these various special
interests into a coherent foreign policy,
subject to the wishes and governing stvle
of the President. State’s role as foreign-pol-
icv and diplomatic coordinator is per-
formed at various levels: in the NSC itself,
in the formal interagency process, and in
the dailv conduct of business between
agencies in Washington and in ¢mbassies,
not to mention informal arrangemeoents,
such as a weekly lunch among three or
four principal cabinet officials. Coordina-
tion 1s a major responsibility of the depart-
ment’s component units, with the geo-
graphic burecaus focusing on bilateral
relations with other governments (the
warp), while the functional burcaus in-
creasingly deal with the substance ot spe-
cific issues (the woot).

CORNATION AL STRATEGIC S TU D

dency to use special envoys and representa-
tives in crisis situations, ranging from
Bosnia to Somalia. They are intended to re-
flect high-level interest in a subject, and
often allow for a quick end-run around bu-
recaucratic boundaries. President Carter’s
mission to Haiti, Deputy Secretary of State
Strobe Talbott’s trips to Russia, Ambas-
sador Robert Galluci’s voyages to Korea,
and numerous envoys to Bosnia are all ex-
cellent examples of special envoys. They
were attempts, successful in President
Carter’s case, to convince a government to
take certain actions before the United States
implemented more forceful measures. Suc-
cesses by special envoys, however, must be
weighed against the breathless character
thev sometimes give American diplomacy.
Further, the short-term successes of a spe-
cial envoy’s mission sometimes confuse the
ditference between first-aid and major
surgery, and blur the long-term responsibil-
ities of the regular burcaucracy.

A number of other techniques have
been prominently employed recently and
appear likely to continue to be of regular
use. Modern transportation makes formal
state visits easier to accomplish, and mod-
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International Security Affairs Budget Authority

(FY 96 $ billion)
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ern communica-
tions make them
both more useful
and more danger-
ous. Thus, in

International development
and humanitarian assistance

Il Foreign information
and exchange

@ Other conduct of
foreign affairs

Il Peacekeeping assessment

dealing with local
crises, the world’s
governments

International security

have encergeti-
cally emploved
secret talks, as in
the Middle East;
proximity talks,
as in Bosnia; con-
tact groups, also
as in Bosnia; and
shuttle diplo-
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FY 1996 budget.

place, but notably
in the Middle
East and Bosnia.
In manv of these
diplomatic devel-
opments, the United States has acted as a
broker rather than as a principal partyv.

The State Department traditionally
has not been an agency that designs and
manages operational programs, but has
worked in cooperation with and provided
policy guidance to other departments and
agencies that conduct programs overscas
(such as USAID, USIA, Overseas Private
Investment Corporation, the Export-Im-
port Bank, and the Departments of De-
fense and Agriculture). During the Cold
War, the State Department’s responsibili-
ties expanded enormously in response to
the new global leadership role, then later
to increasing economic and technological
globalization and the emergence of so-
called transnational or global issues. Some
of these new responsibilities led to the cre-
ation of State Department operational pro-
grams with special congressionally autho-
rized budgets to deal with international
narcotics, terrorism, and refugeces.

The basic professional skills of the For-
eign Service consist ot multidisciplinary
and multicultural expertise, language
skills, and operational diplomatic skills,
such as negotiating, investigating, report-
ing, and analysis. To the traditional and
still valid category of skills must be added
specialized knowledge in rapidly develop-
ing areas, such as sustainable develop-

ment, narcotics, investment, and communi-
cations. These skills, combined with a per-
sonnel system that provides rank-in-per-
son organization (similar to the armed
forces) and worldwide availability, consti-
tute the valuc-added qualities of a profes-
sional foreign service. The professional
core of the Foreign Service is its approxi-
mately 3,000 commissioned officers, a
number not significantly changed in al-
most forty vears despite increased de-
mands. Its continued usefulness depends
upon aggressive recruitment and training,
imaginative utilization, and adequate ad-
ministrative support.

The growth of responsibilities and
subjects in international relations, which
began in a dramatic way after World War
I1, has required that the Foreign Service
core be supplemented by large numbers of
specialists employed partly by the State
Department but mostly by other agencies.
One way to note changes in the operating
environment for American government
emplovees deployed outside the United
States is to check the rapidly expanding list
graven in marble in the diplomatic en-
trance of the State Department of such em-
ployees who died in exceptional circum-
stances. It currently shows 171 names: 72
for the almost two-hundred-year period
from the Revolution to 1960, and 99 in the
period 1961-1994. The latter figure repre-
sents both State Department employees
and those of other agencies—from Marines
to DEA agents—who were serving at U.S.
embassies or other posts.

Despite its prominence, the State De-
partment is the second-smallest depart-
ment of the U.S. government, with an an-
nual budget of approximately $5.5 billion
and a worldwide staff of approximately
25,000, of whom approximately 10,000 are
foreign nationals performing mostly sup-
port functions. Within the context of a de-
cline in overall spending on international
atfairs, the State Department’s budget rose
24 percent in real terms between FY 1985
and FY 1995, but that was in large part a
result of accounting procedures. A more
relevant measure is the spending on diplo-
macy is the budget category called the con-
duct of foreign affairs, other than peace-
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keeping assessments. That measure rose
only 8 percent between FY 1985 and FY
1995, despite a dramatic expansion in re-
sponsibilitics as more countries became in-
dependent (c.g., with the breakup of the
USSR) and world problems became more
complex. Furthermore, as also noted
above, the budget for the conduct ot for-

Tools of Diplomacy in Bosnia

The multiple efforts by the international community to end the conflict in Bosnia-
Herzegovina during 199495 gave rise to the expanded use of several diplomatic tools
that were either innovative or seldomly used in normal circumstances:

¢ The contact group is the most prominent example. It was designed to meet an old
problem: how to separate out the principal players and engage them to reach agreement
before getting the rest of the participants to join in the solution. The creation of the con-
tact group evolved from a background of ill-fated attempts by the international commu-
nity to hammer out a peace plan acceptable both to all parties at war and to all parties in
the community responsible for implementing the plan. First, there was the Vance-Owen
proposal stemming from the September 1992 international Conference on Yugoslavia
(ICFY). Vance-Owen gave way to the Owen-Stoltenberg (or invincible) package in 1993,
but with no success.

* A special envoy for Bosnia, an exceptional diplomatic technique, was used by the
U.S. in 1994. The envoy worked hard to achieve a Bosnia-Croat federation. At the same
time, as proposed by the ICFY cochairmen, the principal powers reached a comprehen-
sive accord among themselves and then undertook to sell it to the warring factions. Out
of the envoy’s and the contact group’s efforts came the “51%—49% Map” to divide
Bosnia’s territory between the federation and the Bosnian Serbs, as well as a further se-
ries of notional principles to end the war.

¢ A special military advisor to the Secretary of State was appointed in March 1994, as
part of the U.S. approach to bring together the Bosnian Croats and Bosnian Muslims. The
advisor was given the mandate to achieve a better working relationship between the
military commands of Bosnian Croats and Muslims, which only weeks earlier had been
slugging it out. The advisor (first retired General John Galvin, and later retired General
John Sewall) faced an uphill battle not only in Bosnia but in convincing the other mem-
bers of the contact group that their advice was strategic and not tactical.

¢ Shuttle diplomacy, another time-tested by infrequently employed technique, was
begun after renewed fighting in the spring and summer of 1995. After the U.S. NSA
tested the waters with a series of exploratory meetings in Europe, Assistant Secretary
Richard Holbrooke undertook a frenetic schedule of discussions with principal players
and protagonists. He succeeding in bringing the right set of representatives to the con-
ference table and got them to reach an accord on a cease-fire and then a peace agree-
ment. While due in part to battlefield victories by the Croat and Muslim side, along with
battlefield fatigue, Holbrooke’s sucess was also due to skillful diplomacy, backed up with
some classic diplomatic persuaders: lifting trade sanctions, providing economic aid,
denying of diplomatic recognition, and enforcing of an arms embargo.

* Talks held in Dayton, Ohio, in November 1995 were the key to achieving a peace set-
tlement. Unlike similar mediated efforts, such as the Camp David negotiations, these talks
included many parties, (e.g., representatives of the contact group countries) brought to-
gether under the chairmanship of Holbrooke and the chief European negotiator, Carl Bildt.
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cign affairs is projected to fall steeply be-
tween FY 1995 and FY 2000.

A variety of initiatives have been
taken or are under discussion to reorient
the activities of the State Department. To
increase the priority given to functional, as
distinct from regional, issues, and to clarify
the chain of command, the Clinton admin-
istration reorganized the State Department
into five areas, each headed by an under-
secretary of state: political affairs (includ-
ing all the geographic burcaus); cconomic,
business, and agricultural affairs; arms
control and international security affairs;
global affairs; and management.

In late 1994 and carly 1995, other and
more dramatic proposals for significant re-
organization of the foreign-affairs and
diplomatic establishments were tloated,
from both administration and outside
sources. Many of these proposals call for
devoting fewer resources to diplomacy by
cutting personnel, programs, budgets, and
overseas diplomatic posts. As a result of
this post-Cold War debate, reduction of the
Department of State is under considera-
tion—first as part of the overall reduction
in the federal budget, and secondly as part
of a reorganization cffort by State Depart-
ment management. The reorganization ap-
pears to focus on headquarters’ needs
rather than the field structure and on ad-
ministration rather than substance. It will
be difficult to implement the reduction
while sustaining the capabilities to handle
an increasingly complex package of U.S.
national interests.

The Department of Defense

As described by General George Mar-
shall, the only man ever to serve as both
Secretary of State and Secretary of Defense,
military force without diplomacy is point-
less, and diplomacy not backed by military
force is mere posturing. The traditional
svnergistic relationship between diplo-
macy and war has deepened to the point
where these two instruments are deeply in-
tertwined in daily activities.

In pursuing its responsibilities, DOD
emplovs a large range of diplomatic instru-
ments, but within a more restricted range
of subjects than the Department of State:
for example, base rights, training assis-
tance, and equipment interoperability pro-



Present at the creation of post-World
War Il U.S. foreign policy: Secretary
of State Dean Atcheson (right) and
Secretary of Defense (earlier Sec-
retary of State) George Marshall.
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grams among NATO partners; and human-
rights obligations of armed torces, but not
among the population in genceral.

While the military services long exer-
cised a role in diplomacy through the mili-
tarv attach¢, the Cold War saw the develop-
ment in the Department of Defense ot a
so-called Little State Department. The Un-
dersecretary of Detense for Policy has three
senior assistants whose responsibilities
specificallv include relations and interac-
tions with foreign governments and institu-
tions, fargely but not exclusively military
(such as nongovernmental organizations
involved in humanitarian assistance). These
are the assistant secretaries for international
security atfairs, international security pol-
icy, and strategy and requirements.

On the military side, the principal
plaver in diplomacy are the Joint Staft’s Di-
rector for Strategic Plans and Policy (}-3)
and the regional unified military com-
mands, headed by regional commanders-
in-chiet (CINCs), who exercise active com-
mand of military forces deploved outside
the United States and who are therefore in
regular contact with foreign governments
and forces on matters ranging from coali-
tion formation to the provision of military
technical assistance and the coordination of

1996

contingency war-fighting plans. The role of
the military in the employment of the
panoply of diplomatic instruments has
been strengthenced by the Goldwater-
Nichols Act of 1986, a congressionally
mandated organizational and management
reform that provides for greater integration
and coordination. In particular, the en-
hanced role of the Chairman of the Joint
Chiefs of Staff provides for greater focus on
these areas for DOD as a whole; however,
this enhanced role is a matter for current
discussion, with some commentators argu-
ing that integration of the various elements
of DOD has gone too far.

In the heyday of the Cold War, there
was criticism that DOD’s role was too am-
bitious, preempting broader national goals
in favor of security interests strictly de-
fined. The current international environ-
ment calls for a more complicated and di-
verse role for DOD, fully integrated with
overall foreign policy and under the State
Department’s diplomatic leadership—in
order to avoid having one diplomatic
organ pursuing activities that compromise
or conflict with the work of another. For in-
stance, the State Department is tradition-
allv oriented toward individual countries,
while the military is organized around re-
gional commands, which cross country
lines. Consequently, the military is more
focused on sccurity problems that cross
country lines, while the State Department
brings a bilateral approach to the interrela-
tionship among problems.

Single-Issue Foreign-Affairs
Agencies

During the Cold War, the United
States created a series of essentially single-
subject foreign-affairs agencies, such as
USIA, USAID, ACDA, U.S. Trade Repre-
sentative (LSTR), and the Peace Corps.
These organizations deal directly with for-
cign governments and international orga-
nizations through resident representatives
and delegations, and employ the full range
ot diplomatic instruments, from public
statements through negotiations to in-
volvement in multilateral organizations.
Each is the lead agency for policy formula-
tion, and often implementation, in its area
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of responsibility, although all are subject to
the policy guidance of the Secretary of
State and the operational control of the
President’s representative on the spot—
that is, the ambassador.

Each of these agencies provides impor-
tant channcls for communications with
other governments. Except possibly for the
Peace Corps, they have the advantage of
specialized expertise and contacts, as well
as a single-minded concentration in their
area of responsibility. Some of these agen-
cies can bring potential concrete benefits to
the diplomatic table: USTR can offer or
deny market access to the U.S., while
USAID offers development assistance. Oth-
ers, such as USIA, have more ambiguous
relations with governments. Given the pre-
sent organization of the U.S. government,
single-issue agencies are the obvious instru-
ments for seeking specific objectives in their
arcas of competence. For example, the Trea-
sury Department would be the natural
choice to handle negotiations on the codifi-
cation of international norms for torcign in-
vestment, and USTR to handle bilateral
trade negotiations.

However, single-issue agencies” insti-
tutional resistance to balancing benefits in
their arca of competence against costs in

Recognition Policy as an Instrument of Diplomacy

The end of the Cold War witnessed both the collapse of several multiethnic states and
the decline of ideology as a factor in international affairs. These events forced the United
States to make a series of decisions concerning the diplomatic recognition of new states
and new governments. The act of recognizing a country itself became a more prominent
instrument of national power.

The success of the new recognition policies varied widely. On the one hand, recogni-
tion of the new countries formed from the former Soviet Union reinforced their indepen-
dence, and in the case of the Baltic States contributed to their security. On the other
hand, international recognition of a non-viable state like Bosnia contributed to the ten-
sions that led to bloody conflict. Even the issuance of a visa to Taiwanese President Lee
Teng-hui was read in Beijing as a step towards eventual recognition of Taiwan, and the
Beijing government responded accordingly.

In the case of Vietham and North Korea, both former Cold War adversaries, steps to-
ward normalization and eventual recognition became an effective instrument by which to
pursue U.S. policies on POWs/MIAs and nuclear non-proliferation respectively. Recognition
policy has proven to be a powerful instrument that has received inadequate attention.
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other areas can create tension, if not con-
flict, between specitic and broad national
interests. Thus, their activitics require
consistent and coherent central manage-
ment to ensurc that the agencies pursue
their objectives within the context of over-
all U.S. policy and in coordination with
other agencies.

The independent status of these agen-
cies and the relative importance of their
subjects are part of the overall debate on
the reorganization of the State Depart-
ment and the whole foreign-affairs estab-
lishment. The argument is that merging
USIA, USAID, and ACDA into the State
Department will provide savings by elimi-
nating duplication of personnel and pro-
grams, and allow for better coordination
of U.S. foreign policy. Defenders of the
agencies counter that such a merger will
result in the subordination of specific ob-
jectives to the general concern for good
diplomatic relations. Thus, the question
facing the reorganizers is whether these
instruments would be better deployed in
the post-Cold War era by a community of
relatively specialized agencies under some
sort of overall direction (coordination by
guidance) or by a single diplomatic orga-
nization responsible for the whole range
of foreign-policy concerns (coordination
by organization).

Diplomacy by Domestically
Oriented Government
Agencies

Traditionally, diplomacy was a matter
only for diplomats and foreign offices. But
the increasing globalization of economics,
as well as of politics and social develop-
ments, has led to expanding roles for
other government departments once con-
sidered to be purely domestic in orienta-
tion. As they enter into toreign affairs,
these departments are emploving diplo-
matic instruments in their areas of exper-
tise: enunciating U.S. policy, negotiating
agreements, and maintaining regular rela-
tions with foreign governments in an on-
going process of suasion.

For example, the Department of Agri-
culture operates the Foreign Agricultural
Service as an integral part of U.S. em-
bassies, and manages a number of subsidy,



Warren Christopher on the USIA
Worldnet.
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grant, and sales programs, as well as pro-

grams to cradicate plant and animal dis-

casc. The Department of Commerce man-
ages the Foreign Commercial Service,
which also functions out of U.S. embassics.

The Department ot Labor, in conjunction

with State, trains and employs Foreign Ser-

vice labor officers and formulates LS. pol-
icy toward labor unions outside the United

States. The Department of Health and

Fluman Services (HHS) is the lead agency

for U.S. government participation in multi-

lateral health organizations, such as the

World Health Organization; HIS units

such as the National Institutes ot Tlealth

and the Centers for Disease Control are
major international institutions. The De-
partment of Treasury is the Tead agenay tor
policy toward international financdial issues
in general, as well as for US. government
participation in multilateral financial orga-
nizations and groups, such as the World

Bank, regional development banks, and the

Group ot Seven. The Justice Departmoent

maintains liaison with foreign police au-

thorities, and is becoming a more active
partner in the foreign-policy process and in
diplomatic activity, as a result of LS. gov-
ernment concern over narcotics, terrorism,
and immigration.

These departments and agencies par-
ticipate in diplomacy in three wavs

B Formulating policv.

B Providing specialized staft who mav practice
diplomacy as members of LS missions and
delegations.

B Managing cooperative programs with cther
governmonts.

Like single-issue agencies, these de-
partments possess specialized expertise and
contacts in foreign countrics, and can be
used to pursue U.S. interests outside of their
nominal area of responsibility. For instance,
the Agriculture Department’s food-export
program is vital to humanitarian-assistance
operations, and often plays a significant role
in economic-assistance programs.

Embassies

Governments communicate in ways
ranging from direct contact between home-
based officials to public statements carried
over CNN, but the bulk of business takes
place through resident diplomatic missions.
The United States maintains a diplomatic
network of 263 embassies, consulates, and
missions. Even with improvements in com-
munication and transport technology, the
explosion of intergovernmental business
has increased the demands on embassies.
The traditional tasks of representation,
analysis, and negotiation must now be pur-
sued across a wider range of issues: eco-
nomic, social, environmental, and so on.
Embassies now often include human-rights
and environmental experts as well as politi-
cal officers, military attachés, and vice-con-
suls. In a sense, embassies are the retail out-
fets for U.S. foreign policy, emploving a
toolbox full of diplomatic instruments on a
dailv basis in direct, regular contact with
foreign governments and, in the process,
conducting the bulk of evervday diplo-
matic business. They:

B [n.ure that U.S. positions are known and
understood in other countries by lobbying,
explaining, and maintaining a regular dia-
logue with the local leadership.

@ |.carn the other countryv’s interests, attitudes,
policies, and plans at the source—especially
as thev relate to the country’s leadership.

B Provide earlv warning of developing crises,
as well as a readily available crisis manager
on the ground.

B Oversee and manage foreign assistance, nar-
cotics interdiction, and other programs.

B Provide consular services to U.S. citizens
and foreign nationals, including the process-
mg, of visas.

B Support multilateral diplomacy by provid-
ing the direct link to national governments.
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Yitzhak Rabin and Yasser Arafat
sign the 1995 Peace Accord in
Washington, as President Glinton
and Egyptian President Hosni
Mubarak look on.

STRATEGIC ASSESSMENT

The embassies are not, as some have
suggested, obsolete institutions that have
been superseded by summit meetings or
other direct, high-level contacts. Rather,
they are the support base and implementing,
tool for those two instruments. The capacity
to communicate instantaneously atfects and
changes the role of resident embassies but
does not eliminate their usctulness.

Traditionally, State attempted to pro-
vide overall coordination and management
of all U.S. activities in a given country
through the authority of the ambassador.
While this situation still exists in theory,
the growth in non-State personnet sta-
tioned in L.S. missions overseas tthey now
constitute almost two-thirds ot overseas
staff) and the range and complexity ot pro-
grams have strained if not overwhelmed
the department’s management role. Vari-
ous innovations have been made in an at-
tempt to deal with this management prob-
lem. The Country Team concept, chaired
by the ambassador and including all the
agencies present in a country (except mili-
tary clements serving under the command
of a CINCO), was introduced in the Fisen-
hower cra.
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During the course of the Cold War, as
the influence and role of other departments
expanded, and the resources of the State
Department and the ambassador did not,
the ambassador’s ability to fulfill his role
as manager of all U.S. programs in his
country became increasingly strained.
While an understandably satisfactory de-
velopment from the perspective of the ma-
jority of agencies and departments in-
volved, many saw in this trend conflicting
agendas, duplicative functions and organi-
zations, and lack of proper focus and con-
centration on the more important issues.

The size, cost, and mission of em-
bassies and consulates is under review in
the context of the wider review of the State
Department and other forcign-affairs agen-
cics. The expansion of the U.S. overseas
diplomatic establishment following the
Cold War—over twenty new posts—was
not accompanicd by commensurate in-
creases in budgets or staft (except for spe-
cialized staff in administration and sccu-
rity, and in programs like counter-
narcotics). Budget pressures led to a 1995
decision to cut in the next five years the
number of overseas posts by nineteen and
the number of personnel by up to 25 per-
cent at some major embassies. These con-
flicting demands and pressures have been
partially met by hollowing out the substan-
tive core of U.S. missions—the professional
political and economic staff. By reducing
opportunities for representation and intel-
ligence, the trend could have negative im-
plications for the cffectiveness of U.S.
diplomacy, if only for the obvious reason
that cven the best diplomatic instruments
require effective implementation by skilled
and experienced officials.

Unofficial Diplomacy

Ofticial diplomacy is practiced by the
executive branch of the U.S. government,
but various forms of congressional, quasi-of-
ficial, and informal diplomacy—sometimes
called Track Il diplomacy—are practiced by
Congress, ex-Presidents, and other former

csovernment otficials, as well as by govern-
ment-financed research institutions, lobby-
ists, and nongovernmental organizations.



Rep. Bill Richardson (D-New
Mexico) meeting with Burmese
Nobel prizewinner Aung San Suukyi.
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Congress has long promulgated the
basic limits and parameters of U.S. foreign
policy, and congressional action itself can
be a powerful instrument of U.S. policy.
One need only remember the Marshall
Plan. In the two decades after the end of
World War II, however, a tradition of bipar-
tisanship in foreign affairs was generally
respected by legislators on Capitol Hill.
Members of Congress and their staffs trav-
elled extensively around the world on in-
vestigative missions, but tended to ab-
stain—at least publicly—from negotiating
or representing positions different from
those articulated by the executive branch.

The erosion of the bipartisan congres-
sional tradition in foreign affairs began
during the Vietnam War and was subse-
quently exacerbated by the decline in party
discipline, the exponential increase in pro-
fessional staff in Congress, and the lack of
policy consensus in the post-Cold War
world. Congressional figures—both elected
members and staff—now regularly engage
in public communication and even in ne-
gotiations with foreign governments, inter-
national organizations, and other interna-
tional entities. A similar development is
now seen among ex-Presidents and other
former senior executive-branch officials;
President Jimmy Carter has institutional-
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ized his interest in influencing foreign pol-
icy through the Carter Center. From this
base, he has played a significant role as a
mediator or intermediary in a number of
political situations, e.g., the 1994 agree-
ment with North Korea about nuclear pro-
liferation and the 1994 voluntary departure
from Haiti of the military rulers. Such fig-
ures appear inclined to take up active, per-
sonal diplomatic roles—although generally
with at least the informal blessing of the
White House.

Congressional delegations are a pecu-
liarly American diplomatic instrument,
which arise from the division of powers in
the U.S. federal system. Members of Con-
gress are senior government officials but
are not part of the executive branch, which
gives them a unique admixture of author-
ity and freedom of action. Congressional
members and staff use their trips and con-
tacts with foreign representatives to pro-
mote their personal agendas and legisla-
tive responsibilities, sometimes on their
own and sometimes in coordination with
the administration. Congressman Bill
Richardson (D-New Mexico), for instance,
has made numerous successful foreign
trips to pursue specific diplomatic issues,
such as obtaining the release of U.S. citi-
zens imprisoned in Iraq and the return of
the body of a helicopter pilot lost in North
Korea, inquiring about servicemen missing
in action in Vietnam, and investigating the
situation of Burma’s leading democratic
politician. When congressional figures are
willing to coordinate their activities with
the executive—which they often are —such
activity provides additional communica-
tions channels for the executive branch.

Use of these eminent persons has its
benefits and its problems from the perspec-
tive of officialdom. They offer opportuni-
ties for innovative interaction with other
governments, and they provide a means to
sound out the other side without commit-
ting the U.S. officially. That must be bal-
anced against the dangers of blurring U.S.
foreign policy with a multitude of voices.
After all, Congress members and ex-offi-
cials are motivated by their own agendas,
which may to varying degrees differ from
those of the U.S. government.
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More clearly unofficial diplomatic
agents are advocacy groups, PVOs, and re-
search institutes who often practice what
has been called Track II Diplomacy. Advo-
cacy groups for better relations with partic-
ular countries—such as the American Is-
rael Public Affairs Committee—lend
themselves to use as channels of communi-
cation and negotiation for the United
States as well as for their clients. PVOs
have become increasingly active and effec-
tive in the expanding interstices between
national governments (see the chapter on

International Organizations). Research in- -

stitutes include those that are branches of
the U.S. government (such as the Institute
for National Strategic Studies), govern-
ment-funded institutions (such as the Asia
Foundation, U.S. Institute for Peace, and
the National Endowment for Democracy),
and private policy institutions that receive
government contracts for specific projects,
such as the University of California’s gov-
ernment-funded series of conferences on
alternatives for multilateral security in
Northeast Asia. In the pursuit of their pro-
fessional interests, these institutions closely
follow international developments and can
therefore be sources of intelligence and
analysis. Their networks of international
contacts, often at quite senior and influen-
tial levels, offer another conduit for
proposing and exploring ideas and propos-
als unofficially. Current proposals to cut or
eliminate federal government financial
support for many of the quasi-government
institutions will have an obvious effect on
their usefulness as diplomatic instruments.

Conclusions

In the more fluid situation of the mid
and late 1990s, the emphasis in diplomatic
techniques is shifting from the large, for-
mal, semi-permanent negotiating delega-
tions between formal coalitions that occu-
pied the center ring of American
diplomacy during the Cold War, towards

INSTITUTE FOR NATIONAL STRATEGIC STUDIES

greater use of a wider ranger of instru-
ments. An increasingly complex world,
with each state less bound to a static coali-
tion, and the more global character of the
international environment call for more ad
hoc arrangements involving special en-
voys, contact groups, and shuttle diplo-
macy. Furthermore, the non-executive
branch players, ranging from Congress to
PVOs, are playing an increasing role, in-
fluencing the behavior of governments.

The role and relationships between the
various elements of the U.S. foreign-affairs
establishment do not necessarily reflect the
priorities of the new international situa-
tion. The role of the State Department as
the core repository of expertise on regional
and global issues, the integrating authority
among an expanding number of special-
ized departments, such as DEA and the im-
migration service, and the overall manager
of official diplomacy would benefit from
review, and probably strengthening. In this
perspective, a fundamental review of the
U.S. government foreign-policy establish-
ment, in light of the conflicting pressures
of the current international situation and
domestic budget-cutting imperatives, ap-
pears overdue.

U.S. diplomatic institutions are being
asked to do more with less, in more coun-
tries and on a greater range of issues.
Therefore, the programmed cuts in re-
sources for these institutions and activities
will pose a challenge for the U.S. ability ef-
fectively to pursue its national interest
through the practice of effective diplomacy,
especially preventive diplomacy.




CHAPTER THREE

Introduction

he post-Cold War world is made

more complex by rapid and perva-

sive information flows and ex-
panding experiments in democrati-

zation. Foreign decision-making

evolves less and less from tiny ruling elites
and is increasingly influenced by public
opinion when considering whether national
interests coincide with those of the United
States. Even in limited democracies, deci-
sions by governments incorporate the input
of academics, interest groups, political par-
ties, and world public opinion. New tech-
nologies quickly convey masses of undiffer-
entiated information reflecting global
images heretofore only imagined, unim-
peded by anything other than individual
willingness to pay attention to it. In this at-
mosphere, in which fast exchanges of data
drive decision making, the requirement for
the United States to speak clearly, coherently,
quickly, and persuasively to key foreign
publics and leaders has never been greater.
The United States cannot assume that

the opinions of these foreign audiences are
based on a clear understanding of U.S. in-
terests, actions, and intentions just because
they have access to satellite dishes and on-
line newsletters. Nor can the United States
assure that its policies will be understood

just by issuing a statement and hoping for
good news play. The media may carry the
President’s speech or a report on a U.S. mil-
itary action, but they may not explain the
underlying history, culture, viewpoints,
values, and intentions that enhance under-
standing and acceptance. Media reports
may be laden with commentary that is in-
accurate or distorted. Even upon hearing
unbiased reports, different foreign audi-
ences may require different explanations of
U.S. policies and actions. For example, a
proposition such as “supporting democ-
racy” can mean different things in London,
Singapore, Beijing, and Mexico City; the
words used to describe the concept to U.S.
audiences may not have the same meaning
or connotations for other audiences. Lastly,
beyond programmers’ loosely defined stan-
dards of newsworthiness, no formula gov-
erns what will be covered by the media.

If the interpretation of U.S. policies is
left to such reports, it may remain incom-
plete, distorted, misunderstood, and
hardly persuasive. And when foreign audi-
ences misinterpret U.S. policy, political
costs escalate. Beijing may not find U.S.
emphasis on human rights more palatable
for understanding U.S. traditional values,
but it might at least understand that criti-
cism of China is not arbitrarily hostile.
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Defense for Public Affairs Kenneth
H. Bacon conducted his first press
briefing on October 27, 1994.
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The U.S. government will be more ef-
fective at influencing events abroad to the
extent that foreign audiences understand
U.S. actions and policy. That requires not
only information about stated policy but
also comprehension of such basics as the
U.S. constitutional framework, the character
of U.S. society, and contemporary U.S. poli-
tics. Creating that comprehension is the job
of public diplomacy. This chapter examines
the instruments for conducting public
diplomacy and the implications of its prac-
tice in a world where political and economic
centers of power are multiplying, where in-
formation is available as never before, and
where publics are developing viewpoints
that guide their nations’ choices.

Instruments

Public Statements

Public statements from anywhere
within the U.S. federal bureaucracy can af-
fect global audiences. Some departments—
such as Treasury and Commerce—are obvi-
ous objects of the world’s attention, but
even statements from such departments as
Education or Housing and Urban Develop-
ment can have international ramifications.
A panoply of topics, such as population
control, pollution, or food supplies, blur the
lines between what is a domestic issue and
what is international. However, most for-
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eign attention is naturally fixed on the
White House, the Department of State, and
the Department of Defense.

Every day, the major parts of the exec-
utive branch consult with one another to
ensure uniformity in understanding of poli-
cies and how they will be represented to
the public. Ideally, policymakers will weigh
public acceptance when the particular issue
is discussed. During Desert Shield and
Desert Storm, an interagency committee on
public diplomacy fed advice into the deci-
sion process with respect to shaping deci-
sions that would have maximum accep-
tance by coalition supporters and would be
properly understood by Baghdad and its
supporters. But in noncrisis situations, per-
ceptions may not be considered until after
policy formulation. In the worst of all
worlds, discussion of damage control is the
first time public reactions are considered.

By midday, spokesmen appear at
podia in Washington to address a range of
issues encompassing anything that might
attract media attention. The world
watches, but the process is not primarily
designed for international audiences.
Rather, the executive branch directs its ex-
planations first at the U.S. public, Con-
gress, and domestic special-interest
groups. It is always possible that some
statement or policy will arouse reactions
abroad, which may lead to a protest at a
U.S. embassy or even a phone call to the
President or to a Secretary from a foreign
counterpart. But foreign opinion is usually
felt indirectly and has a weight different
from domestic opinion. In certain cases—
as when a head of state visits or when a
message is intended to affect international
negotiations—a statement may be specifi-
cally designed for a foreign audience, but
even those statements are measured for
their impact in the United States as well.
That is as it should be. The U.S. audience
gets first consideration, but it should not
get the only consideration.

Of course, the media briefings at the
White House, State, or Defense are not the
only window into the policy world. Ad-
ministration figures appear on talk shows;
give exclusive interviews, sometimes to the
foreign press; and speak at events. Their
voices and the ideas they represent are,
most importantly for global understand-
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Countering Disinformation and Misinformation

Although the Soviet Union has passed into history, its campaign of misinformation, disinformation, and other efforts to discredit the West in gen-
eral and the United States in particular survives. AIDS as a deliberate American attempt to depopulate the developing world, the Jonestown (Guyana)
suicides as a CIA plot, and assorted assassination conspiracies are just a few of the stories that have proven more durable than the regime that con-
cocted them. Other groups hostile to the United States, such as terrorist groups and rogue states, continue to use the same techniques. The best
weapons against such campaigns are early identification and emphatic refutation—part of the work of public diplomacy.

No misinformation campaign has been so persistent or damaging as the so-called “baby parts” story—the story that the rich West has children
in underdeveloped countries killed to provide organs for transplants. Entirely without foundation, this myth has been perpetuated by major media first
in hostile nations and then around the world, and has been accepted by gullible publics conditioned to think the worst about the United States. The
myth accelerated in 1987, after Honduran official referring to the rumor was misquoted in a way that made it seem he was endorsing it. Cuban media
and Pravda hoth published accounts citing the Honduran official as authority, leaving out his immediate retractions and the other authoritative voices
dismissing the assertions. Subsequently, other anti-U.S. groups and media knowing a sensational story when they
saw it kept it alive.

The USIA report to the United Nations of December 1994 provides the most thorough analysis of the baby
parts story. It details the unusual willingness, in some quarters, of even sophisticated people to accept wild asser-
tions as fact. The report further illustrates how the body of documentation for this myth is built on misrepresenta-
tions and cross-citations among unreliable sources. This report to the United Nations is used repeatedly by U.S. pub-
lic-affairs officers abroad to counter further attempts to perpetuate this misrepresentation. Unfortunately, the very
outrageousness of such stories plays on the public’s interest in the sensational and makes countering these myths
a permanent item on the public diplomat’s list of duties.
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USIS Mexico dealt with many
different perceptions of U.S.
actions and motivation in the Gulf
crisis. This cartoon—
“Extermination in the Gulf” by
Monsi—appeared in the Mexico
City daily El Universal. The halloon
caption says, “The Iraqis will do
what the Border Patrol could not.”
The cover of the hooklet reads,
76,000 U.S. soldiers in the
Persian Gulf are of Mexican
origin.”

ing, amplified and explained officially
through U.S. public-diplomacy mecha-
nisms. From roots in the wartime agencies
of World Wars I and 1I, the U.S. Informa-
tion Agency (USIA) and its overseas arm,
the U.S. Information Service (USIS), has
been charged with carrying out America’s
public diplomacy. Reflecting, as public af-
fairs must, the policies of the government
it represents, USIA and USIS have been
caught up in the Cold War tensions, from
presenting to the world the U.S. case on the
shooting down of Korean Air Lines Flight
007 to countering Soviet disinformation.
But the unique role of USIA/USIS has been
in its commitment to developing deep un-
derstanding abroad of U.S. society and cul-
ture as well as the policies and attitudes
that flow from these.

I e AT
Embassies and F

While departments and agencies are
agreeing on what can be said publicly at
their U.S. briefings, 263 U.S. embassies,
consulates, and missions around the world
are striving to explain U.S. policies and ac-
tions in the nations where they are sta-
tioned in a way that advances U.S. inter-
ests. Clearly, Washington cannot be

contradicted. But at some point, Washing-
ton’s vetting of the policy must end, and
the U.S. spokesman abroad must make a
statement. He must decide how to present
the U.S. line to foreign audiences as posi-
tively as possible while still conforming to
Washington’s guidance. How best to do
this must come from USIS professionals
who speak the local language and under-
stand the local public as well as the details
of U.S. policy, so as to convey the U.S. posi-
tion in clear, persuasive terms.

After a U.S. policy is announced to a
foreign audience, the local media report,
pundits ponder, analysts interpret, govern-
ment bureaus and private companies in-
quire, and scholars are called on to explain,
“What did the Ambassador (or President
or Congressman) mean when he said . ..?”
All of these commentaries and inquires are
examined as well as answered and subse-
quently reported as representing foreign
public opinion—which may affect how the
original policy is altered, or at least how it
is presented in the next cycle of informa-
tion exchange. Such authoritative and
timely feedback provides Washington with
a critical perspective on the consequences
of its policies. These daily reports are sup-
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plemented by polling and surveys that
measure attitudes more broadly and over
the longer term.

Every embassy has assets for main-
taining communications with the public,
but USIS staff are required to get the most
out of these assets. A trade specialist, the
military attaché, or a Drug Enforcement
Administration representative at the U.S.
embassy can give background briefings to
key media, academics, or others in antici-
pation of rising issues. The public appear-
ances of the ambassador and his deputy
can be orchestrated to give added weight
to explanations in speeches, statements,
and interviews. Cultural exchanges can
help close the communications gap in a
less direct way. A local official whose pas-
sion is music can become more approach-
able through an introduction to the con-
ductor of a visiting American orchestra.
Fulbright exchanges can fill scholarly gaps,
and useful relationships can develop be-
tween people sitting on joint Fulbright
boards. U.S. professional, political, and
academic groups can be put together with
counterparts who influence policy direc-
tion in the host country. In addition, out-
side authorities, academics, visiting admin-
istration representatives, artists, and
experts can be called on to exemplify U.S.
society and explain the country’s policies.

The U.S. government could, of course,
simply trust foreign audiences
to soak up news from CNN
and other worldwide news ser-

Fulbright Participants, 1985-94
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vices, and then make their own
best guesses about U.S. moti-
vations and intentions based
on available analyses. But the
U.S. government is more likely
to get its viewpoint across if it
makes specific and tailored ef-
forts to promote public under-
standing of U.S. government
positions. Resources are being
cut: USIA lost 600 positions in
FY 1994-95 and is likely to lose
a similar number in FY 1996, as
well as the closing of five mis-
sions and eleven branch posts.
The challenge will be to use

5000
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new means to accomplish this

92 9 9 task more efficiently.

Source: USIA
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Broadcasting and Electronic
Media

Instant news coverage is not a substi-
tute for a calculated presentation of U.S.
positions, although it lends urgency to this
task. The combination of an increasingly
pervasive electronic media and an audi-
ence that has grown in size and become
more important to decision makers pre-
sents a particular challenge to electronic
public diplomacy.

CNN and rival news services strive to
provide nearly instant coverage of events
around the world. There is no question that
CNN, particularly as an American enter-
prise, provides an important dimension to
communication exchanges. But CNN
broadcasts almost entirely in English. And
it only tenuously reaches places such as
Chechnya, Rwanda, Iraq, Iran, North
Korea, and China.

Neither CNN nor any of its rivals is an
official voice of the U.S. government, and
the sound bite approach leaves out context.
As news organizations, they pay attention
to U.S. official positions, so if these posi-
tions are articulated well and presented at
the right moment in unfolding events,
there is an even chance that the public will
get the outlines of official views by com-
mercial means. But the chances decrease
somewhat with a news network of another
country, which will feel more compunction
to give time to voices in its country of ori-
gin and whose commentators may have
viewpoints less well informed in terms of
American motives. And this is less apt to
occur in a story that is not a major or
continuing one. CNN may want a camera
permanently at the Pentagon briefing room
during a military crisis or even at USTR
during major trade negotiations. But they
will not have covered so thoroughly the
lower-profile processes leading to other
initiatives, and their output tends to be
generalized for a global audience.

To complement commercial electronic
media, the U.S. government employs its
own broadcasting. Western research has
shown that 90-100 million listeners tune in
the Voice of America (VOA), the radio-
broadcasting arm of USIA, each week. The
Open Media Research Institute commis-
sioned a series of studies of elites in the
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Nighttime Coverage to Balkans from
Medium Wave VOA Facilities
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former USSR in the fall of
1994. Seventy percent of
the leaders in Russia,
Ukraine, Belarus, Poland,
the Czech Republic, Hun-
gary, and Slovakia use the
Voice of America as a
news source. As audiences
in some countries turn
away from shortwave, the
Voice of America is utiliz-
ing new channels for its
material. In January 1994,
VOA became the pioneer
international broadcaster
to use the Internet. In late
1995, between 80,000 and
90,000 files are sent from
VOA each week to com-

Source: USIA

puter users in sixty-eight
countries. VOA broadcasts
are sent to listeners
throughout the world over thirteen wholly
owned relay stations and fifteen shared fa-
cilities. The system is complemented by
1,250 AM and FM affiliated networks and
stations, making VOA “local” in key places
like the former Yugoslavia.

Public Diplomacy in the Former Communist World

The Voice of America has affiliation agreements with both private and state-owned

broadcasters in Russia, Ukraine, Kazakhstan, Kyrgystan, Armenia, and the Baltic Re-
publics. Near Volgograd, stations that jammed VOA in the past have switched to broad-
casting its signals. In a national poll conducted by the Sociology Center of the National
Academy of Sciences in Armenia, VOA was rated the most trusted news source by 35.2
percent of respondents. Russian radio/TV received 32.5 percent, Radio Liberty 22.1 per-
cent, and the BBC 18.3 percent. Forty-two U.S. Fulbright scholars are studying in Eastern
Europe this year, and Fulbright commissions exist in Romania, Bulgaria, Hungary, Slova-
kia, and the Czech Republic. More than forty Vietnamese Fulbright graduate students at-
tend U.S. universities in the mid-1990s, mostly studying economics. One-man USIS oper-
ations have opened in Laos, Cambodia, and Mongolia in 1994-95. In Eastern Europe and
the former Soviet Union, in 1989, USIA had branches in fifteen cities in eight countries; in
mid-1995, there are posts in twenty-seven cities in twenty-six countries. The parliamen-
tary deputies and ministerial staffs in Riga routinely use the American Library on-line
services for real-time information on U.S. congressional actions. USIS Budapest, working
with the International Media Fund and the University of Maryland, has established the
American Journalism Center as part of the prestigious ELTE Lorans University. Coopera-
tive programs have been undertaken with Albanian TV on private business development,
with Romanian TV on service industries, with Russian and Latvian TV on tourism, and
with Hungarian TV on the U.S. banking and financial systems.

Radio Free Europe/Radio Liberty
(RFE/RL) have a long history as surrogate
voices in the countries of Eastern Europe,
where government radio prevented people
from getting complete and accurate infor-
mation. Radio and TV Marti have fulfilled
the same role for Cuba. Whether such ef-
forts are still required is arguable, but they
continue, and there is a proposal for a
Radio Free Asia. These are funded by the
U.S. government but differ from VOA in-
sofar as they present news of the target
countries exclusively. By late 1995,
RFE/RL was down from 1,700 employees
in Prague to 300, broadcasting mostly to
the former Soviet Union. Radio Marti
broadcasts almost twenty-four hours a
day, reaching an audience that can only be
estimated (because of the inability to poll
audiences) at about 16 percent.

For more than ten years, USIA has de-
veloped “Worldnet,” a twenty-four-hour
direct television service from Washington
reaching three hundred embassies and
USIS information centers around the world
via satellite to its own receiving equipment,
as well as to interested foreign parties.
Worldnet's “Newsfile” is seen by viewers
in eighty countries and is produced in Eng-
lish, Spanish, Arabic, French, Russian, and
Serbian. In 1994, Worldnet produced 550 of
the new “Dialogue” show, which gives lis-
teners overseas a chance to hear the views
and ask on-line questions of American
leaders. Vice President Al Gore, Secretary of
State Warren Christopher, and Trade Repre-
sentative Mickey Kantor have been guests.

The same interactive technique is used
for nonbroadcast-quality (and cheaper)
programs, such as a series of U.S. history
classes for Russian university students,
with a professor in Washington leading a
class of students in Moscow. As Worldnet
and technology have developed together, it
has become a valued and unique direct
satellite broadcast service to broadcasters
and other audiences, where local receiving
technology and laws allow.

Modern on-line technologies are an in-
valuable aid for conveying U.S. positions
to a foreign audience. For example, during
the NAFTA debate, President Carlos Sali-
nas of Mexico contacted USIS daily for
statements by congressional leaders and
the resulting commentary. Potential foreign
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Foreign Students in the U.S.: Totals by Region
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Educational and
Cultural Exchanges
and Events

Educational and cultural ex-
changes, while only indirectly
related to immediate foreign-
policy initiatives, can advance
national interests in several
ways. Understanding by key
persons of why the U.S. govern-
ment is doing this or saying that,
is either adamant or flexible on a

by a U.S. history course taken
with a Fulbright scholar, a USIS-
sponsored speech on free trade,
a delegation of U.S. visitors
meeting with their professional
counterparts, or personal con-
tacts with U.S. opinion molders
during a USIA exchange pro-
gram. A recognition of the role
played by such experience in de-

Source: Open Doors

Nore: Percent change in 1994-95 compared to 1993-94.
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users are, on the whole, less plugged-in
than Americans, and those who are share
the problem of a bewildering number of in-
formation nodes available.

There are over 1,000 U.S. government
sites on the World Wide Web, among 30,000
as of the end of 1995. Cultivating a reputa-
tion as a reliable source of information on
any subject increases the chances that U.S.
government sources will be consulted
when questions arise on important issues.
Even though certain items of information
might be used against U.S. interests in spe-
cific instances, overall, U.S. diplomats find
more advantage in being a source than in
allowing someone else to be.

Where the information highway inter-
sects with educational and cultural activi-
ties stands the traditional USIS library. Al-
though books and journals are not
denigrated, rooms of books have become
too expensive to maintain and are being
down-sized or eliminated in favor of infor-
mation or reference centers, except in partic-
ularly information poor countries or where
they are important symbolically, as in the
reading room in Soweto in South Africa.
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veloping personal predisposi-
tions drives the modest U.S. in-
vestment in educational and
cultural exchanges to reach a future genera-
tion of overseas opinion molders, agenda
setters, and decision makers.

The United States has much to gain
from validating its image as a place where
ideas flourish. Officially extending an invi-
tation to foreign scholars through presti-
gious USIA-managed programs, such as the
Fulbright Scholarship Program and
Humphrey Fellowship Program, confirms
U.S. higher education as a seed bed of ideas.
That reputation has led to extraordinary de-
mand by private foreign students, an export
that the Department of Commerce has cal-
culated as worth $6.8 billion dollars a year.
USIS acts as expediter for student ex-
changes through counseling services, and
even more specifically as agent for ex-
changes among legislators, think tanks,
youth groups, professionals, and similar
groups reaching out for contact and helping
to promote formal American Studies pro-
grams in foreign universities.

According to the Institute for Interna-
tional Education, 76,302 American students
studied abroad for academic credit in the
year 1993-94 (the latest year for which fig-
ures are available), which is only one-half
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of one percent of all American students in
higher education. Of this group, only 16
percent spent an academic year or more
overseas. In the early 1990s, 1,200 Ameri-
cans were studying in Japan—more than
40,000 Japanese were studying in the
United States. In 1992-93, almost 20 per-
cent of the foreign students in the U.S.
were from mainland China and Taiwan.

U.S. cultural, artistic, and sporting
events staged overseas are increasingly
common, organized on a commercial basis.
The challenge for the U.S. government is to
cooperate with business to make these
events a celebration of the broad range of
U.S. accomplishments, as well as to orga-
nize direct exchanges in areas that offer little
commercial rationale. Under special circum-
stances, cultural exchanges can even be-
come the principal medium for diplomatic
relations. This was given a special name
when developing relations with China were
dubbed “Ping-Pong Diplomacy” because
exchanges of table-tennis teams paved the
way for further relationships.

The most targeted of the exchanges are
short-term visits to the United States for ris-
ing leaders, such as those sent under the U.S.
government’s International Visitors Pro-
gram. These can provide a better under-
standing of U.S. society and correct inaccu-
rate views held even by foreign elites. In
most cases, alumni of U.S. government-
sponsored exchanges are predisposed to
give the United States a fair hearing and the
benefit of the doubt, sometimes with direct

The International Visitors Program
Margaret Thatcher wrote in her biography, The Path lo Power:

| had made my first visit to the USA in 1967 on one of the ‘Leadership’ programs run
by the American Government to bring rising young leaders from politics and business over
to the U.S. For six weeks, | travelled the length and breadth of the United States. The ex-
citement which 1 felt has never really subsided. At each stop-over | was met and accom-
modated by friendly, open, generous people who took me into their homes and lives and
showed me their cities and townships with evident pride. The high point was my visit to
- the NASA Space Center at Houston. | saw the astronaut training program which would just
two years later help put a man on the moon. As a living example of the ‘brain drain’ from
which over-regulated, high-taxed Britain was suffering, | met someone from my con-
stituency of Finchley who had gone to NASA to make full use of his talents. | saw nothing
wrong with that, and indeed was glad that a British scientist was making such an impor-
tant contribution. But there was no way Britain could hope to compete even in more mod-
est areas of technology if we did not learn the lessons of an enterprise economy.

or indirect ramifications for national secu-
rity. For example, even in the midst of one of
the United States’s nettling trade rows with
Japan, then Prime Minister Yasuhiro Naka-
sone was moved to tears during a speech in
which he recalled his daughter’s experience
as an exchange student in the United States.
This hardly made him a less vigorous pro-
ponent of Japan’s national self-interest. But it
did indicate his belief that the ongoing U.S.-
Japanese relationship was too important to
let it founder over a single transient issue.

High-Level Visits

All of this framework for public diplo-
macy serves a special purpose when the
President, Vice President, departmental sec-
retaries, and certain other high-level gov-
ernment spokesmen travel. Nothing will
focus an issue more quickly and sharply
than to have this level of government take it
as part of the agenda for a foreign trip. USIS
public diplomats play critical roles in mak-
ing the most of these special occasions.
Management of even the most basic public
appearances by such principals in a foreign
setting, taking into consideration local sensi-
tivities and practices, ensuring that travel-
ing press can get their story out, and pro-
viding local reference points for comments
and statements is considered critical to max-
imizing the public impact of such visits. In
addition to well-run press conferences and
media interviews, public diplomats can
make possible special, meaningful appear-
ances, such as President Ronald Reagan’s at
the tombs at Xjan in China; Vice President
Dan Quayle’s shooting hoops with Japanese
school boys; and President Bill Clinton’s
itinerary in Russia. These are the events that
provide the lingering visual images impor-
tant to public appreciation of the United
States, and they require the expertise that is
the province of the public diplomat.

Democracy Promotion

During the Cold War, the United
States discovered that its traditional demo-
cratic beliefs offered an effective counter to
the spread of the communist ideology.
With the collapse of communism, the U.S.
continues to promotes democracy because
experience has shown that democratic
states are less likely to threaten U.S. inter-
ests and more likely to cooperate with the
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Presidents Clinton and Yeltsin greet
USIA exchange program students

during Yeltsin’s state visit to the U.S.
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U.S. on security and trade issues. In most
instances, democratic states resolve their
conflicts in ways that allow continued co-
operation afterward. Also, a larger pool of
states committed to democratic ideals in-
creases the potential to form coalitions for
political, economic, and security interests.

Promoting democracy broadens the
range of national power instruments that
can be used to influence relations with the
transitioning state. For example, when East-
ern European states
were ruled by commu-
nist governments, the
instruments of national
power available to the
United States to influ-
ence those countries
were limited to coercive
(or at best non-coopera-
tive) instruments such
as economic sanctions
and demonstrations of
military readiness.
Now that these states
have more democratic
systems of governance,
the U.S. is more able to
employ instruments
such as military-to-military interaction,
trade, foreign economic assistance, and
heightened public diplomacy.

The National Endowment for Democ-
racy is a non-profit, bipartisan, grantmaking
organization created during President Rea-
gan’s first term as a way of helping democ-
ratically-minded groups in foreign countries
build more effective organizations and carry
out programs in democratic education,
human rights, and respect for the rule of law.
Although it is a private agency, its funding is
part of the USIA Budget and is used to pro-
vide grants to other private organizations.
NED channels about 70% of its available
grant money through four member insti-
tutes: the National Democratic Institute for
International Affairs, the International Re-
publican Institute, the Free Trade Union In-
stitute of the AFL-CIO, and the Center for
International Private Enterprise of the U.S.
Chamber of Commerce. Those groups in
turn decide which foreign groups will re-
ceive grants. The remaining 30 percent of the
NED'’s available grant money is distributed
directly to programs and groups. Although
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modestly funded (the budget request for FY
1996 was $34 million), NED'’s ability to react
quickly to support emerging democratic
movements is one of its major strengths.
Some of NED's most notable and recent suc-
cess stories include support for human
rights and labor groups in China, support
for independent media in the former Yu-
goslavia, political party training in South
Africa, assistance to election monitors in
Mexico, support for human rights activists
and the circulation of newsletters in Cuba,
and training of pollwatchers in Ukraine.

A variety of programs discussed under
Public Diplomacy and in other chapters of
this volume support democracy abroad.
The U.S. Agency for International Develop-
ment (USAID) is the largest spender on
country-specific programs to support
broadening of political participation, im-
proving accountability of government offi-
cials and enhancing government legitimacy,
as well as conducting elections. USIA esti-
mates that as much as twenty percent of its
$1.4 billion dollar budget is spent on de-
mocratization initiatives in educational ex-
change, speaker programs, university sup-
port, radio and TV operations and general
information exchanges.

The Department of Defense has used
the International Military Education and
Training (IMET) program to teach foreign
militaries about the role of a military in a
democratic society and the Expanded IMET
(E-IMET) program to educate foreign civil-
ians in some defense-related subjects thus
enhancing civilian control of the military.
The role of the military in a democratic so-
ciety is the central focus of the Marshall
Center, a separate DOD program aimed at
helping the militaries of central and eastern
Europe and the former Soviet Union transi-
tion to democratic systems.

The U.S. government also works with,
and in some cases supports financially, the
myriad of private voluntary organizations
(PVOs) supporting democratization. For-
mer President Jimmy Carter and the Carter
Center in Atlanta have been instrumental
in many initiatives to promote peace and
democracy, including election-monitoring
efforts and persuading Haitian military
dictators to surrender power to democrati-
cally elected leaders. PVOs such as the In-
ternational Foundation for Electoral Sys-
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heaches when U.S. Marines landed
in Somalia.
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tems (IFES)) have been leaders in provid-
ing election assistance to countries in tran-
sition, and in monitoring elections to help
ensure fairness. IFES maintains a resource
center in Washington, D.C. which is a
tremendous storehouse of information on
technical election issues, political prob-
lems, and election failures.

Important as it is, democratization is
not panacea for all social problems. In coun-
tries with strong ethical, racial, or religious
tensions, long-smoldering tensions, previ-
ously held in check by superpower con-
frontation or authoritarian governments,
can burst into flame if democratization oc-
curs without the proper foundation and
preparation. Conflicts in Burundi, Rwanda,
and the former Yugoslavia were stimulated
in some degree by poorly planned democra-
tization without adequate protection for mi-
nority interests. Elections sometimes
heighten expectations among the populace
that western-style elections will result in
western-style economic prosperity. The re-
sulting disappointment when the elected
government is not able to
fulfill economic expecta-
tions complicates the de-
mocratization process, and
sometimes results in calls
for a return to the old way.
While elections are critical
toa functioning democracy,
haphazardly rushing to
hold elections without ade-
quate foundations can exac-
erbate existing problems
and slow, rather than
speed, the transition to
democracy.

To provide international financial and
technical assistance to achieve one free and
fair election, and then to expect a nascent
democracy to replicate the result on its own
the next time is unrealistic. Continued en-
gagement by the U.S,, both unilaterally and
multilaterally, makes more likely success at
an enduring and far-reaching democratiza-
tion. At the same time, the U.S. may lack
the resources and the will to become in-
volved in every situation. U.S. involvement
is most likely, and most likely to succeed,
where U.S. interests weigh greatly in the he
balance and where democratization may
take root with enough assistance.
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Wartime Media Relations

Media-military relationships were at a
high point during World War II, when cor-
respondents like Ernie Pyle thought of
themselves first and foremost as patriots.
Vietnam, by contrast, represents the dark
days, when the media were characterized
as actively undercutting the war effort.
Throughout the 1970s and 1980s, many in
the military had a low opinion of the
media. However, in the early 1980s, a sys-
tem was instituted to promote better coop-
eration; under it a pool of reporters would
be able to cover military operations in the
field. The first use during actual combat
was the 1983 Grenada invasion, when the
press pool was denied access to communi-
cation facilities and to frontline troops for
forty-eight hours. Cuba reported to its peo-
ple the details of the operation before the
U.S. public heard them. That precipitated
serious, policy-level efforts to develop a
modus operandi for the military and the
media. Under advice from a panel of news
and public-affairs people chaired by Gen-
eral Winant Sidle, Defense Secretary Cas-
par Weinberger announced a policy of ac-
cess and positive accommodation in return
for respect for the demands of combat. The
1989 test of the system, the U.S. invasion of
Panama, was a flop. The conclusion after-
wards by the military and the media was
that the system had to work, because the
military and the media needed each other.

In Desert Shield and Desert Storm, the
pool system was not the principal form of
coverage because thousands of journalists
flocked to cover the story. The media had
unprecedented access, but there still were
problems. There are journalists who will
never be satisfied with their access to either
the action or a means of getting the story
out. And there are military officers whose
negative attitudes toward the press will
overpower commitment to policy. But the
relationship has developed into a less ad-
versarial one than during the post-Vietnam
days. Indeed, journalists have demon-
strated a willingness to sit on stories when
the security need is evident, as seen at the
start of Desert Storm, when the planes
taking off from Saudi bases were evident
hours before they reached their targets.
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A continuing challenge is the informa-
tion revolution, because it means instanta-
neous coverage by large groups of reporters
who flock to the most obscure parts of the
globe in the event of a crisis. Television
lights on a landing zone and satellite phone
uplinks pose obvious problems for the mili-
tary. So too does the problem of security for
journalists, who want to be free to move at
will but expect U.S. forces will rescue them
if they get into trouble. On the other hand,
the information revolution can be a power-
ful force multiplier for the military, with the
media carrying to hostile forces the message
about U.S. might and determination.

Conclusions

Two fundamental changes have taken
place that alter dramatically the environ-
ment in which the United States conducts
its public diplomacy. First, the message of
individual freedom, democracy, and free
market economy that the United States
worked to spread during the cold War has
borne fruit. Most former communist na-
tions, military dictatorships, and other to-
talitarian societies have been opened up,
due in no small measure to the success of
our public diplomacy. Second, private
news organizations, taking advantage of
rapid advances in telecommunications
technologies, are providing prompt, exten-
sive coverage of global affairs and distrib-
uting it to all corners of the globe.

The challenge for the U.S. government
and its public diplomacy has changed ac-
cordingly. It no longer need be concerned
about the battle of the ideologies. U.S. pub-
lic diplomacy can now concentrate on the
twin tasks of promoting understanding of
U.S. society and encouraging support for
the positions of the U.S. government on
more immediate issues.

Moreover, the role of the USIA and
other U.S. government agencies is shifting:
they are less sources of information and
more organizers of information. That is,
they are changing from generating the
news to organizing and providing an ap-
propriate context for news. CNN and other
news organizations now move rapidly and
efficiently togather and disseminate news
and that news is available for the most part
throughout the globe. There is much less
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need for the United States to take unilateral
action to ensure that news and information
penetrate a closed totalitarian society. It is
not necessary nor is it appropriate for the
U.S. to compete head to head with private
news organizations even if the U.5. gov-
ernment could do so effectively.

The role for USIA is evolving into en-
suring that the U.S. position on a current
issue or, when appropriate, the broader
U.S. policy toward a region is presented
fairly and well understood. As news orga-
nizations develop stories on issues in which
the U.S. has a stake, it is important that the
U.S. government be aware of the informa-
tion that is reaching the publics. As re-
quired, USIA can provide the appropriate
context, background, and information, to
convey a clear understanding of U.S. policy.

The information revolution also de-
mands competence and involvement in
more media. in the last two decades, televi-
sion has passed radio and the printed media
as the primary source of news that reaches
the global public. Increasingly, the elites of
advanced nations are getting their informa-
tion via electronic media, including via the
Internet. As this and other media become
more heavily utilized, it is important to pro-
vide the same ability to organize and pro-
vide appropriate context to the news.

Other aspects public diplomacy have
changed as well. Resources have declined
for government sponsored tours, student
and cultural exchanges with foreign na-
tions. On the other hand, there has been a
rapid growth and expanded opportunity
for travel and exchanges in the private sec-
tor. This provides an opportunity for USIA
to work with private groups in ensuring a
constructive opportunity for a greater un-
derstanding of the U.S. government and
society on the part of participants.

What has not changed is that the com-
munication of U.S. policy works best when a
conscious effort is made at all levels of plan-
ning to co-ordinate U.S. public diplomacy.
The continued investment of resources and
close attention to public diplomacy will pay
important dividends in a consistent and
credible voice that communicates clearly the
positions policies of the U.S. government to
the publics throughout the globe.



CHAPTER FOUR

Introductlon

t the conclusion of World War II,
and in the years immediately fol-
lowing, the United States played
a key role in creating, financially
: supportmg, and otherwise en-
hancmg the capabilities of the United Na-
tions, specialized U.N. agencies, and re-
gional organizations concerned with
security matters. While the Cold War pre-
vented these organizations from function-
ing as originally envisaged, they did at
times serve U.S. interests by providing vehi-
cles to ameliorate the plight of refugees, dis-
mantle colonial empires, improve prospects
for economic development among emerg-
ing nation-states, and manage some inter-
national conflicts that were not caught up in
the U.S.-Soviet competition.

At the end of the Cold War, there was a
burst of enthusiasm about the potential for
international organizations. The major
powers seemed to share a common vision
about world problems, and it seemed that
international organizations could provide
the institutional framework for arriving at
a consensus on what to do about each
problem. The U.N. seemed to provide the
best venue for addressing the principal
post-Cold War security problem, that is, in-

ternal ethnic and religious conflicts, sepa-
ratist movements, and the so-called “failed
state” syndrome. And it seemed that no
one state could, on its own, resolve the
many post-Cold War security issues that
are transnational in nature—for example,
narcoterrorism, refugees and mass immi-
gration, and the criminal diversion of
weapons of mass destruction (WMD) or
WMD material.

But these hopes were soon tempered
by the realization that international organi-
zations, especially the United Nations, was
unable to carry out fully the new responsi-
bilities with their old structures and ap-
proaches. Furthermore, the United States,
as well as some other major powers, were
reluctant to provide international institu-
tions with the resources and the clout
needed to implement the mandates being
assigned them. And differences among the
major powers widened, making consensus
more difficult. In the United States, the
U.N. began to appear less attractive as a
vehicle for addressing security concerns,
while alliances, coalitions, and unilateral
measures appeared more attractive.

In the wake of these developments, in-
ternational organizations and agencies find
themselves overburdened and in need of
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U.N. System Staff and Headquarters, Early 1990s Instruments
Organization Headguarters  Country Staff The United Nations
United Nations New York United States 13,900 . .
U.N. Development Program New York United States 6,600 . Durlng the C.Old War, th? United N.a-
tions had only a limited capacity to contain
Food and Agriculture Organization Rome [taly 6,400 or manage conflicts. Between 1945 and
World Health Organization Geneva Switzerland 5,400 1988, only two out of every five U.N. at-
UNICEF New York United States 3,800 tempts to mediate disputes could be
International Labor Organization Geneva Switzerland 3,100 deemed successful. Of the international
UN. Educational, Scientific and Cultural Organization ~ Paris France 2,800 disputes during 1945-1988 in which there
U.N. High Commission for Refugees New York United States 2,100 was some mﬂitary engagement, the United
United Nations Industrial Development Organization  Vienna Austria 1,800 Nations helped resolve only 25 percent of
International Atomic Energy Agency Vienna Austria 1,800 those referred to it for mte.rventlon. Never-
theless, the U.N. was an important forum
International Civil Aviation Organization Montreal Canada 1,100 in which to resolve Third World disputes
International Telecommunication Union Geneva Switzerland 900 not directly inVOlVing the U.S. and USSR,
Other 2,000 as well as to prepare the way for arms-con-
Subtotal 51,700 trol treaties, such as the Treaty on the Non-
IMF Washington United States 2,000 Proliferation of Nuclear Weapons (NPT).
World Bank Group Washington  United States 6,200 With the end of the Cold War, the

Source: Erskine Childers and Brian Urquhart, Renewing the United Nations System, and INSS estimate.

revitalization. Many of these institutions
overlap in terms of their field operations,
since they cover similar problem areas. At
present, Washington concentrates much of
its efforts on the following;:

® U.N. organs charged with conflict
management (particularly the Office of the
Secretary-General, the Secretariat, and the
Security Council).

@ U.N. specialized agencies that ad-
dress transnational policy questions of di-
rect concern to the United States.

@ Regional groupings that have the
capacity to support the United Nations in
its conflict-resolution role.

@ Private voluntary organizations
(PVOs) that provide effective emergency
assistance to populations facing humani-
tarian crises, such as natural disasters, civil
conflicts, and other forms of upheaval.

@ International financial institutions
that have the potential to ameliorate the
economic-development problems of less-
developed countries. (These are discussed
in the chapter on economics.)
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United Nations became the principal inter-
national institution through which a series
of international problems were addressed.
The result was several less than successful
operations that have earned the U.N. much
criticism in the United States. Unsatisfac-
tory performances in Bosnia, Somalia, and
Rwanda have called into question the orga-
nization’s ability to serve as an effective ve-
hicle for conflict-resolution and multilat-
eral burden-sharing. (U.N. military
deficiencies are discussed in the chapter on
humanitarian and peace operations; ques-
tions dealing with organization and man-
agement are addressed in this chapter.)
There are three problems. First, the antici-
pated unity of view among the Security
Council’s five permanent members (the
United States, Russia, China, France, and
the United Kingdom) was not sustained.
Secondly, the U.N. leadership, specialized
U.N. agencies, and major regional organi-
zations have not proven adept in adjusting
to the transnational challenges confronting
the international community. Thirdly, sev-
eral major members have not been willing
to provide the requisite resources.

Among the reasons for the shortcom-
ings in U.N. operations has been the United
States’s own uncertainty about its role in
the post-Cold War world and its unwilling-
ness to pay the unexpectedly high costs as-
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sociated with U.N. operations. Congres-
sional members expressed these feelings in
mid-1995, with various bills reflecting a de-
sire to shed many international burdens
and to define U.S. concerns abroad in terms
of narrow—predominantly economic—self-
interest. For example, H.R. 2126 would re-
quire the president to consult with appro-
priate congressional authorities at least
titteen days before committing U.S. forces
to any new peacekeeping, peace enforce-
ment, humanitarian, or international disas-
ter-relief mission. This requirement could
be waived in emergency situations, in
which case the President would be required
to consult Congress within forty-eight
hours after deployment began.

Another factor weakening the UN. is a
fear that it may grow too strong and could
tread on the national sovereignty of its
members. Within the United Nations, the
majority of members—including the
United States—are ambivalent about the
U.N/s post-Cold War interventions in civil
conflicts. Not only are such interventions in
apparent violation of the principle of na-
tional sovereignty, but the U.N.’s accom-
plishments have not always merited the re-
sources committed. Worries exist in some
quarters that enhancing U.N. capabilities in
peacekeeping, human rights, and humani-
tarian assistance would create a slippery
slope that could lead to an erosion of na-
tional sovereignty and the passing of deci-

sion-making authority

U.N. Department of Humanitarian

Affairs Budget

($ millions)

Afghanistan
{ Kampuchea
Iraq Guards

1 Humanitarian
Assistance
for Iraq

250

92-93

to the Secretary-Gen-
eral and the secretariat.

A third factor is
the fear that a strong
U.N. would demand of
its members greatly in-
creased contributions
of money and man-
power, resources that
are notoriously diffi-
cult for the U.N. to se-
cure. Indeed, in August
1995, the Secretary-
General announced
that the organization
was “bankrupt.” Cash
resources could not

Source: U.N.
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meet either current operating needs or ex-
isting obligations. As of the end of Septem-
ber 1995, member states owed two billion
dollars in assessments not paid. The U.S.—
the largest debtor—owed the U.N. $400
million under the regular operating budget,
and $800 million under the peacekeeping
budget. While acknowledging that the U.S.
share of the annual operating budget and
special assessments for unanticipated con-
tingencies represents an excessive burden,
President Bill Clinton has been unable to
secure agreement for a reduction down-
ward with offsetting increases by other
member states. Excluding contributions in
kind (such as the costs of U.S. forces borne
by the U.S.), annual costs for U.N. peace
operations were approximately $3.5 billion
in the mid-1990s, an order of magnitude
larger than the early 1980s. U.S. costs, in-
cluding contributions to the UN. and sup-
plemental costs for U.S. forces working
with these operations (but not costs the U.S.
forces would incur anyway, such as
salaries), averaged $3.5 billion during
1993-1995.

In short, there is a lack of consensus
within the U.S. government—and else-
where—about the U.N.’s future roles and
responsibilities. Some suggest the U.N.
should be equipped to undertake an effec-
tive and intrusive role. This would include
creating a standing force of brigade size for
rapid intervention in crisis situations, pre-
stocking military equipment in various ge-
ographic areas, developing common peace
operations training programs, and altering
traditional peacekeeping rules of engage-
ment to permit forceful interventions in
conflict situations.

Contributing to the external forces
weakening the United Nations has been se-
rious internal management problems. In
1992, despite stubborn resistance to reform
in some U.N. circles, the Secretary-General,
supported by the General Assembly, reorga-
nized the U.N. political and emergency
management apparatus into three new de-
partments. The Department of Political Af-
fairs was formed to lend some coherence to
a wide variety of long-standing small politi-
cal units. The Department of Humanitarian
Affairs was created, partly with staff from a
dissolved badly run agency, to coordinate
the functions of the U.N.’s large and largely
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U.N. Assessments, 1995
(S millions) —
1288.6 42231
Peacekeeping
3088.5
713.9
574.1

n Othe;s

independent humanitarian agencies. It did
not perform well in 1993-94. The Depart-
ment of Peacekeeping Operations (DPKO)
came from greatly expanding what had
been a small office in the Secretary-Gen-
eral’s staff. As of mid-1995, DPKO’s 420
staff members (including 118 military per-
sonnel), headed by an under secretary-gen-
eral, included the military advisor (a major
general), the 27-person situation center
(which includes the 24-hour Duty Room
and the U.N.’s only intelligence unit), the
operations office, and the planning and sup-
port office. Under the DPKO, communica-
tions with forces in the field and crisis C3,
which were almost non-existent in 1990,
have been dramatically improved.

A significant reform issue yet to be
fully addressed is the role of the Secretary-
General, who has gone from chief adminis-
trative officer to being also chief peacekeep-
ing officer, international mediator, adviser
to the Security Council, chief fundraiser
and public-relations officer. These added

duties have raised concern in some quar-
ters about vesting too much authority in

States Federation Kingdom
Source: U.N.
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the Secretary-General. Furthermore, some
in the United States are concerned that the
Secretary-General at times takes action at
variance with U.S. interests. For example, in
1993, the Secretary-General wished to have
all Somali factions fully disarmed prior to
the handoff of field operations in Somalia
to the United Nations. Washington refused.
On the other hand, the phased U.S.-U.N.
intervention in Haiti in 1994-95 was a
model of mutual accommodation.

Lastly, the United States is seeking to
end excessive financial dependence on a
single member state, to wit, the U.S. An eg-
uitable distribution of the burden among
members in a position to pay would en-
hance the organization’s capacity to meet
crises. However, the organization’s deterio-
rating financial position is in part a reflec-
tion of the low priority that member states
accord the organization, and not just a dis-
pute about burden-sharing. In 1995, the U.S.
Congress mandated that the United States
limit its payments for peacekeeping to 25
percent of the total cost, compared to the
31.7 percent required by the U.N. formula.

Source: U.N.
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The U.N. Specialized Agencies

During the Cold War, the specialized
agencies performed the useful role of codi-
fying U.S. policy initiatives in several areas,
notably arms control, respect for human
rights, and the handling of refugee issues.
Important agencies—such as the Interna-
tional Atomic Energy Agency (IAEA)—
were established, and guidelines mandated
by the General Assembly governing war
crimes, genocide, and the rights of the indi-
vidual became accepted standards. The role
of the International Court of Justice was en-
hanced. During this period, the U.N. also
became an effective forum in which to dis-
cuss and evaluate plans to end European
colonial dominion in the Middle East,
Africa, and Asia.

However, some of the agencies, such
as the U.N. Educational, Scientific, and
Cultural Organization, suffered from in-
competent leadership, bloated budgets,
and recourse to anti-Western propaganda
and publications. The U.S. has had limited
success in encouraging reorganization and
structural reform, including consolidation
of specialized agency operations, that is,
elimination of some agencies and reloca-
tion of others.

As of the mid-1990s, several special-
ized agencies within the U.N. system have
become important vehicles for advancing
U.S. interests. Three stand out: the IAEA,
the United Nations High Commissioner for

U.N. Peacekeeping Operations and Good Office Missions,
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Refugees (UNHCR), and the International
Court of Justice (IC]).

International Atomic Energy Agency.
Washington views the IAEA, established in
1957, as one of the most important interna-
tional organizations. Nonproliferation is a
high priority of the U.5. national security
agenda, and Washington is dedicated to en-
hancing IAEA capabilities to monitor and,
when necessary, confront problem states,
such as Iraq, North Korea, Iran, and Libya.

Within the terms of its mandate, IAEA
has two basic responsibilities. First, in the
words of its statute, is to ensure “so far as it
is able” that nuclear programs under its
purview are not used to further any mili-
tary purpose. Under the terms of the 1970
NPT, all member states not possessing nu-
clear weapons are required to conclude a
comprehensive safeguard agreement with
the JAEA. Secondly, Article II of the TAEA’s
statues states that “the Agency shall seek to
accelerate and enlarge the contribution of
atomic energy for peace, health, and pros-
perity throughout the world.” In an effort
to extend the benefits of peaceful nuclear
technology, the IAEA maintains substantial
technical cooperation programs in such
areas as nuclear power, nuclear medicine,
and nuclear safety. This role of the IAEA
at times appears to be in conflict with its
NPT responsibilities.

After the 1991 Gulf war, the JAEA dis-
covered for the first time a violation of a
safeguard agreement. As a result of knowl-
edge gained from its long-term monitoring
activities in lraq, the agency has signifi-
cantly bolstered its safeguards system. This
new approach also played a major role in
detecting violations of the NPT safeguards
agreement by North Korea in 1994-95.
With the support of the U.S. and a few
other key members, the IAEA was able to
identify the nature of North Korean viola-
tions and to report them to the U.N. Secu-
rity Council, validating the existence of sig-
nificant undeclared nuclear activities in the
country. Through continued persistence,
the TAEA successfully negotiated access to
key facilities and began to implement effec-
tive control and accounting of the irradi-
ated nuclear fuel. The U.S. was thereby af-
forded an opportunity to launch bilateral
diplomatic efforts with North Korea to
defuse the looming crisis.

INSTITUTE FOR NATIONAL STRATEGIC STUDIES 37

INTERNATIONAL ORGANIZATIONS



7th U.N. inspection team in lrag,
Octoher 1991: destruction of dies
for missile components by
electric torch.

STRATEGIC ASSESSMENT

The U.S. has promoted efforts to
strengthen IAEA safeguards and monitor-
ing capabilities, particularly in safeguards
inspections and materials control and ac-
counting. As a result, in March 1995, the
IAEA’s Board of Governors adopted Pro-
gram 93+2 which provides for, among
other things, more intrusive inspections by
the IAEA. As a result of the indefinite ex-
tension of the NPT in April 1995, reliance
upon the the IAEA and its safeguards pro-
gram as a deterrent to nuclear proliferation
will increase.

A limitation on the use of the IAEA as
a instrument of U.S. power is that, as an in-
ternational organization, the IAEA repre-
sents the interests of all its member states,
while meeting its obligation to implement
international safeguards. Anytime the U.S.
turns to the IAEA for help on an issue, it
runs the risk of finding itself with an IAEA
decision which it did not anticipate and
may be contrary to its policy goals. For ex-
ample, in 1995, Iraqi leaders lobbied the
U.N. heavily for the lifting of sanctions
against them, claiming they had met all the
conditions placed upon them. The U.S. be-
lieved strongly that Iraq was still withhold-
ing information regarding its weapons pro-
grams and has been adamantly opposed to
lifting the sanctions. The outcome de-
pended in part on the continued vigilance
of the JAEA inspectors of the Iraqi facili-
ties. Had the Agency prematurely given
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Iraq a "no discrepancies noted” report, it
could have put its finding at odds with the
stated U.S. policy of preserving the sanc-
tions. The possibility of just such a
dilemma has prompted the U.S. govern-
ment to cooperate very closely with the
IAEA and to share information and exper-
tise as appropriate.

United Nations High Commissioner for
Refugees. Prior to 1989, the U.S. govern-
ment strongly supported UNHCR efforts
to ameliorate the plight of refugees, for ex-
ample, those who fled conflicts in Sudan,
Cambodia, Ethiopia, Mozambique, and
Angola. With the passage of time, however,
the U.S. became concerned about inade-
quacies of UNHCR rapid-response capabil-
ities, the capabilities of its field-operations
personnel, and the high administrative
costs of its operations. In addition, dis-
putes arose over the legal status of
refugees versus displaced persons; the U.S.
has taken the position that the UNHCR de-
finition of what constitutes “refugee” sta-
tus has been unduly restrictive.

Despite these concerns, the role of
UNHCR has grown in the post-Cold War
world. A spate of intrastate conflicts has
resulted in massive numbers of displaced
peoples and threats to the stability in
neighboring countries. In Bosnia, Rwanda,
and northern Iraq, the UNHCR has played
a major role in helping the victims of inter-
nal conflict. The issues surrounding mas-
sive flows of immigrants, refugees, and
displaced person are of mounting concern
within the United States and other West-
ern states.

UNHCR data suggest an increasing
demand for assistance to refugees and dis-
placed populations. In the early 1970s, ap-
plicants for asylum in West European
countries numbered about 1,000 per year;
in 1991, there were 545,000 asylum seek-
ers. By 1993, European governments, over-
whelmed by the rising tide of applicants
for asylum, began to introduce restrictive
legislation. With respect to worldwide
refugee populations, the trend is even
more disturbing. In 1951, when UNHCR
was founded, there were 1.5 million
legally classified refugees worldwide; in
1995, there are some 20 million. In addi-
tion, an estimated 24 million people are
displaced within their own countries, vic-
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tims of civil wars, failed governments, and
natural disasters. One in approximately
125 humans is uprooted as of the mid-
1990s, with fresh waves of refugees and
displaced persons expected during the re-

mainder of this decade.

Restricting lraqi Weaponry

At the end of the Gulf War, the United States, in conjunction with its coalition allies and
members of the U.N. Security Council, passed several resolutions giving international or-
ganizations—the U.N. and the IAEA—responsibility for dismantling Iraq’s weapons of
mass destruction (WMD) and monitoring compliance with U.N. resolutions. U.N. Resolu-
tion 687, passed in April 1991, authorized the Secretary-General to establish a special
commission to supervise the inspection and destruction of frag’s facilities for WMD, in-
cluding chemical, biological, missile, and nuclear capabilities, in cooperation with the
IAEA. Resolution 715, passed six months later, reaffirmed and extended those powers.
Terms of the resolutions included:

e Iraq’s “unconditional acceptance of the destruction, removal, or rendering harm-
less, under international supervision” of all chemical and biological weapons, all stocks
of agents, related subsystems, and components, and all research, development, support,
and manufacturing facilities; and all ballistic missiles with a range greater than 150 kilo-
meters, with related major parts and repair and production facilities.

o The commission’s conduct of immediate on-site inspection of Irag’s WMD facilities
based on Irag’s declarations and the designation of any additional locations by the com-
mission itself. The Special Commission was also to supervise Iraq’s “destruction, re-
moval or rendering harmless” of all items the commission specified.

o Prohibiting Iraq from using, developing, constructing, or acquiring any of the above
items and calling on the Secretary-General and the Special Commission to develop a
plan for the future monitoring and verification of Irag’s compliance.

< Baghdad’s unconditional agreement not to acquire, research, or develop nuclear
weapons, subsystems, or components; declaration of all locations, amounts, and types of
materials; and placement of all materials under the exclusive control of the IAEA for cus-
tody and destruction. Baghdad also had to agree to on-site inspection and monitoring of
its future compliance with the resolution.

Other resolutions called for U.N. monitoring of lraq’s oil sales if Baghdad accepted an
oil-for-humanitarian-aid offer outlined in subsequent U.N. resolutions. These examples
mark one of the few occasions the United States turned to an international organization
to implement a major arms-reduction program. Despite the continuing Iraqi foot-drag-
ging, evasion, and occasional open defiance, remarkable progress was made during
1991-95 in detecting and destroying Iraq’s weapons of mass destruction programs. The
U.N. Special Commission (UNSCOM) charged with this task, led by Rolf Ekeus of Sweden,
found numerous installations and weapons systems that had not been known to the
West or had not been damaged during the war. For instance, UNSCOM destroyed 36 Iraqi
mobile SCUD missile launchers, while U.S. air strikes during Desert Storm destroyed no
such launchers despite 2,000 sorties (and despite intelligence assessments during the
war that indicated that many launchers had been put out of commission).

Still, much remained to be done in late 1995 to establish with confidence that Iraq
was in full compliance with Resolutions 687 and 715, much less the other U.N. Security
Council resolutions. The U.S. has been careful to offer evidence and orchestrate opposi-
tion when other Security Council members have tried to ease sanctions on Irag by sug-
gesting, contrary to fact, that Baghdad was in compliance.

The International Court of Justice. While
the ICJ was created by the U.N. Charter in
1945 as the principal judicial organ of the
U.N.,, it is essentially a continuation of the
Permanent Court of International Justice
established after World War I. It is com-
posed of fifteen judges, elected every nine
years, with one-third of the judges coming
up for re-election every three years.

Both during the Cold War and after-
wards, the ICJ has been fairly effective in
resolving maritime problems but not other
issues. At the core of the debate over the ef-
fectiveness of the ICJ as a useful instru-
ment lie two issues: jurisdiction and en-
forceability of judgments.

Jurisdiction is the authority by which
the ICJ can hear cases, and it consists of
two types: advisory jurisdiction and con-
tentious jurisdiction. Only U.N. organs and
specialized agencies may invoke the advi-
sory jurisdiction, and advisory opinions
are nonbinding. Of more interest is con-
tentious jurisdiction. As its name implies,
contentious jurisdiction is used to settle
disputes, but only between those states
that have accepted the ICJ's jurisdiction. Of
the approximately 160 states eligible to ac-
cept the IC]’s contentious jurisdiction,
fewer than one-third have done so.

When the ICJ agreed to exercise juris-
diction in a case filed by Nicaragua against
the United States in 1984 in response to
U.S. support of the Contras, the U.S. with-
drew from jurisdiction of the ICJ in 1986.
Withdrawal of the United States from the
ICJ jurisdiction places the latter largely
outside of the sphere of instruments avail-
able to the U.S.

Even in situations where a judgment is
obtained from the IC]J, enforceability of
those judgments remains problematic. Al-
though the U.N. Charter requires any state
that is a party to a case before the IC] to
comply with the court’s judgment, no ac-
tion has ever been taken by the Security
Council to enforce compliance. Indeed, the
veto power of the permanent Security
Council members virtually eliminates any
possibility of enforcing a judgment against
their core interests.

The future utility of the ICJ as an in-
strument of national power is uncertain.
States are still unwilling to accept binding
third-party dispute resolution, particularly
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where their national se-
curity interests are at
state. However, in an era
of increasing economic
competition, the ICJ can
still be useful in resolv-
ing the inevitable dis-
putes that arise, but only
when the parties them-
selves desire such third-
party resolution.

While the Interna-
tional Court of Justice
does not have any crimi-
nal jurisdiction, the U.N.
Security Council, acting
under its emergency
powers to resolve con-
flicts, recently estab-
lished two special War
Tribunals to punish indi-
vidual perpetrators of
atrocities in the former
Yugoslavia and in
Rwanda. These tribunals
do not abolish the juris-
diction of the local courts
to punish such crimes under their national
laws, but they are given primary jurisdic-
tion over the offenses listed as interna-
tional crimes by the Security Council. With
respect to Rwanda, the Security Council es-
tablishes the precedent that certain of-
fenses, previously only recognized as inter-
national crimes when committed during an
international conflict, may also be treated
as such when committed during a purely
internal conflict. These recent atrocities
also provided renewed impetus for com-
pletion by the International Law Commis-
sion of a draft treaty for a permanent inter-
national criminal court. Many international
jurists believe that such a court would be
preferable to a succession of ad hoc tri-
bunals, because it would be applying uni-
formly laws which were well defined in
advance of the trials.

Regional Organizations

A whole array of multilateral organi-
zations include members of one region or
type. Some of these define an area of inter-
est that excludes the U.S., such as the Arab
League or the Organization of African
Unity. Some are concerned with a specific
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set of issues, such as the Organization for
Economic Cooperation and Development
(OECD), the organization of twenty-five
industrial democracies, including the
United States, Japan, and Western Europe.
From a security perspective, the three prin-
cipal regional organizations to which the
U.S. belongs are those that group the states
of the North Atlantic, Asia Pacific, and the
Western Hemisphere.

North Atlantic. During the Cold War,
the Conference on Security and Coopera-
tion in Europe (CSCE) was part of the ef-
forts to achieve political détente that
evolved from the 1975 Helsinki Final Act.
Its membership included the U.S. and
Canada, as well as essentially all European
states (some smaller states joined only in
the 1990s). Some hoped the CSCE would
produce a European peace treaty; others
saw it as a means to promote Western val-
ues and engage in a substantive dialogue
on security and human rights. Indeed, the
leaders of the Soviet Union had committed
themselves to the democratic ideals ex-
pressed in the Helsinki Final Act, which
proved important to the development of
the dissident movement in the USSR and
Eastern Europe. CSCE provided the frame-
work for the negotiation and implementa-
tion of arms-control agreements, such as
the Stockholm Document of 1986, the two
Vienna documents on confidence- and se-
curity-building measures (C5BMs), and the
1990 Conventional Armed Forces in Eu-
rope (CFE) Treaty. At the same time, the
CSCE was only a process; it had no organi-
zational structure, no institutions, and no
permanent base of operations. Instead, the
CSCE functioned on the basis of periodic
follow-up meetings—which were designed
to take place every three to four years to re-
view adherence to the obligations included
in the 1975 Helsinki Final Act—and, when
appropriate, to reach new agreements.

The CSCE process played an important
role in the fall of communism in Europe in
1989-1991 by providing a standard by
which to judge governmental performance
in the human-rights and political areas.
With this revolution came the evolution of
the CSCE. The watershed event in this evo-
lution was the November 1990 summit
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meeting, at which the thirty-six CSCE states
signed the “Charter of Paris for a New
Europe.” The CSCE was seen as a unique
body, which could build a sense of commu-
nity and cooperation based on democratic
principles among all the states of Europe
while preserving ties with the U.S. and
Canada. Three new institutions were cre-
ated: the Prague-based Secretariat; the War-
saw-based Office for Free Elections (subse-
quently expanded and renamed the Office
for Democratic Institutions and Human
Rights [ODIHR]); and the Vienna-based
Conflict Prevention Center (CPC). The
CSCE also established a system of acceler-
ated political consultation, including bian-
nual meetings of government heads and
annual ministerial meetings.

In 1993, realizing that Europe faced po-
tential instability in several locations, the
CSCE attempted to move into the field of
operations for early warning, conflict pre-
vention, and crisis management (including
fact-finding and rapporteur missions and
CSCE peacekeeping), for conflict within par-
ticipating states as well as between states.
Reports submitted include ones on the
Kosovo region and Tadjikistan. An out-
growth of the fact-finding mission to Kosovo
was the establishment of what is known as a
mission of long duration. This small group
of CSCE diplomats is engaged in an unusual
exercise of what could be called emergency
preventive diplomacy. A large portion of its
efforts is to convince minorities that they
have certain legal rights that can be exer-
cised even in the face of what they perceive
to be outright discrimination.

Reflecting the growth of a permanent
staff, the CSCE was redesignated in 1994
the Organization for Security and Coopera-
tion in Europe (OSCE). Though limited in
power, the OSCE remains important as the
only pan-European body. U.S. membership
in OSCE is a concrete expression of Euro-
pean acceptance of the U.S. security role in
that continent. The size and cumbersome
nature of its decision-making process prob-
ably ensure that OSCE will remain only a
framework for political consultation and
consensus-building. However, in 1995, the
OSCE sponsored a high-level planning
group to begin a peacekeeping mission to
the Nagorno-Karabakh region of Azerbai-
jan; it also tried to mediate in the Chechnya
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conflict and established a monitoring pres-
ence in Bosnia. Efforts to go much beyond
fact-finding and monitoring missions into
large-scale peacekeeping operations would
be risky; a major failure in this field might,
unfortunately, hurt the OSCE’s potential
for tulfilling its vital political role.

Asia Pacific. Prior to 1990-91, the nature
of the regional-security environment in the
Asia Pacific region was such that it favored
neither the birth nor the growth of interna-
tional organizations. For the preceding
decade, the nations of Southeast Asia had
been focused primarily on the internal, do-
mestic aspects of national security. The Asso-
ciation of Southeast Asian Nations
(ASEAN), which was the major international
organization in the Asia Pacific region, re-
flected this. The regional military presence of
the United States, mandated by its rivalry
with the former Soviet Union, provided
guarantees of external security. The U.S. mil-
itary presence remained a major factor in
maintaining regional stability.

After 1991, however, conditions
changed. Years of impressive economic
growth in Southeast Asia helped to reduce
destabilizing internal pressures. Prosperity
also prompted the discovery of new inter-
ests and the means to pursue them more ef-
fectively. At the same time, there was also a
growing suspicion that the end of the Cold
War would mark the decline of the U.S. mil-
itary presence. In the Northeast Asia subre-
gion, domestic factors again had less force.
But, because the powers of the subregion
share concerns about the future military
presence of the United States, they too are
receptive to the idea of organizing to better
achieve their economic and security inter-
ests. Since 1980, however, no less than eight
new multilateral organizations or agree-
ments have emerged. Of the eight, two—the
Asia Pacific Economic Cooperation (APEC)
accord and the ASEAN Regional Forum
(ARF)—qualify as international organiza-
tions in the true sense of the term.

The success of APEC shows that the re-
gion (with the possible exception of China)
has embraced multilateralism as an effective
means of managing issues related to eco-
nomics and trade. Concerned as it is with
security matters, the ARF is progressing
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more slowly. However, an extremely suc-
cessful forum in August 1995 indicates that
the concept of multilateralism is finding in-
creasing favor as an approach to security is-
sues as well. In the future, the force of eco-
nomic and security imperatives will
increase. As a result, it is likely that the
scope and scale of international organiza-
tions within the region will also increase.

If the impulse toward multilateralism
results in a larger number of stronger inter-
national organizations, the regional-secu-
rity environment would be transformed,
thus raising two major considerations for
Washington’s position and leadership.
Many economic and security decisions that
have traditionally been made on a bilateral
basis will have to be made in a far more
complex, multilateral setting. Certainly the
influence of the Asian pole of the trans-Pa-
cific relationship will grow as the regional
powers perfect the mechanisms of coordi-
nation and control. It is also important to
remember that the starting point for any
new emphasis on international organiza-
tions is, in part, a desire to hedge against a
perceived decline in U.S. power and will.
Whether this perception is encouraged or
disarmed will depend upon the approach
that is adopted during the initial stages.

Western Hemisphere. The principal U.S.
objective in this hemisphere has been to
have a peaceful southern flank, one in
which political stability and economic
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growth could be managed on equitable
terms. Historically, the notion of a U.S. spe-
cial relationship with Latin America has
been greeted with reserve by governments
in the south. The record of U.S. interven-
tions in local affairs, economic domination,
and cultural arrogance is difficult to over-
come. Influenced by close proximity to
overwhelming U.S. power and Washing-
ton’s Cold War propensity to use it in the
hemisphere, the history and traditions of
the inter-American system place emphasis
on national sovereignty, self-determination
and regional solutions to security problems
instead of submitting to decisions of oth-
ers, such as the great power veto system of
the Security Council.

Defending Latin American security in-
terests has given rise to several institutions
and arrangements known as the Inter-
American Defense System. The system’s
authority, the Inter-American Defense
Board, has been headed by a U.S. general.
The board has languished, but it remains a
mechanism through which the Rio Pact
members could cooperate militarily if they
were so inclined.

The Organization of American States
(OAS) is the oldest regional security orga-
nization. Tension between the United
States and the other members of the OAS
has been a dominant theme of OAS poli-
tics, arising from a perception that the
United States has attempted to use the or-
ganization as a Cold War instrument or a
cover for unilateral action, for example, in
the 1965 Dominican Republic intervention.

Regional solutions at the height of U.S.
unilateralist foreign policy in the Americas
during the 1980s tended to bypass the OAS
as an ineffective political body. Latin
American governments often coalesced
into ad hoc focus groups, such as the Cen-
tral American Esquipulas Group and the
Rio Group, to resolve specific transnational
problems. When states found it beneficial
to introduce an “honest broker” to facili-
tate peace negotiations, as in the Salvado-
ran and Guatemalan civil wars, they
turned to the United Nations.

Whether in reaction to a growing
awareness of mutual and heavy economic
interdependence, or to the growing con-
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0AS and U.N. Multiiateralism in the Haitian Case

The OAS and U.N. cooperated imprecisely over Haiti, in a way that underscores the dif-
ferences in their respective interests and competencies. Although the Security Council
met on September 30, 1991, the day that President Jean-Bestrand Aristide was over-
thrown, it did not formally convene because a majority of the members felt the coup was
entirely a domestic matter. The OAS Permanent Council, however, was obligated to meet
hy its recently adopted Resolution 1080, which called for automatically convening in the
event of an interruption of legitimately elected government in any member state. The
council met swiftly on September 30, condemned the coup, and convened an immediate
Meeting of Consultation of Foreign Ministers, which met twice in eight days and, in ef-
fect, shaped the international response to the crisis. A subsequent meeting of the U.N.
Security Council followed the OAS lead in condemning the coup but adopted no formal
resolution because China would not concur. In Washington, the OAS dispaiched a special
mission, led by the Secretary-General, with a mandate to press for restoration of the de-
mocratically elected government. When that mission failed, the foreign ministers recon-
vened, froze all assets of the Haitian state held in any OAS member country, and imposed
a trade embargo, which it tightened in May 1992.

Soon, it became apparent that the year-long nonbinding OAS sanctions were being ig-
nored by non-Western Hemisphere countries and even some Latin American countries. In-
creasingly concerned about the political consequences of a growing exodus of Haitian
refugees, the U.S. government in November 1992 sought the involvement of the United
Nations. The resultant joint OAS/U.N. mediation effort, led by a former Argentine foreign
minister, introduced a large mission of civilian human-rights observers but failed to medi-
ate a political agreement. In June 1993, Haiti was placed on the agenda of the U.N. Secu-
rity Council by France and three OAS states—Venezuela, Canada, and the United States.
The council, acting under Chapter Vil of the U.N. Charter, imposed a worldwide mandatory
oil and weapons embargo on Haiti, as well as a freeze on the state’s assets abroad.

After another year with a failed agreement to lift the economic penalties and return
President Aristide, followed by reimposed and intensified U.N, sanctions, including the
deployment of American naval vessels to enforce the U.N. near-total trade embargo, the
Security Council in July 1994 authorized states to form a multinational force and use all
necessary means io facilitate the departure from Haiti of the military leadership. This
step led, two months later, to the peaceful arrival of U.S. combat forces in Haiti and the
subsequent presence of a U.N. peacekeeping force known as UNMIH—the U.N. Mission
in Haiti.

Some observations can be drawn from the experience of the Haitian case. First, the
basis for OAS and U.N. action is different but compatible. The OAS responded to Resolution
1080, which calls for member states to defend democracy. That was not grounds for U.N.
action. The Security Council justified its decisions on the argument that the Haitian situa-
tion was a threat to international peace. However, that was the first time that an internal
political crisis having to do with democratic governance provoked such drastic measures
on the part of the U.N.

Secondly, there is no legal basis within the OAS to escalate from diplomatic and eco-
nomic sanctions to military action in order to reverse a coup, nor for armed peacekeep-
ing to assist in the restoration of democracy. Latin American officials are also reluctant
on domestic political grounds, and have concerns about who would control the use of
force in an asymmetrical hemispheric context. For the foreseeable future, the OAS needs
to work closely with the United Nations, which has the mandate and the expertise to en-
gage in peace operations.

Lastly, it is important to recognize that the 0AS has been successful in the defense of
democracy. Its prompt condemnation and the diplomatic (and possibly economic) isola-
tion this portended worked effectively in more recent Peruvian and Guatemalan crises.
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sensus in the region on constitutional
democracy as the desirable political model,
or both, the Organization of American
States has reemerged as a positive and in-
creasingly proactive hemispheric player. In
1991, a key milestone was reached with the
adoption by the 21st General Assembly of
Resolution 1080, which created an auto-
matic procedure for convening the region’s
foreign ministers in the event of an inter-
ruption of legitimately elected government
“to look into events collectively and adopt
any decisions deemed appropriate.” For
the first time in the organization’s history, a
domestic political event was declared to be
grounds for collective action. The resolu-
tion provided the legal basis for OAS ac-
tion in response to a military coup in Haiti
less than four months later.

A larger role for the OAS in peace op-
erations is dependent on mutual under-
standing between the United States and its
hemispheric neighbors. The post-Cold War
era offers an opportunity to reach such an
understanding, especially in light of the
spread of democratic government, regional
economic integration, and strong OAS sup-
port for democracy. In the 1990s, there has
been an increase in hemispheric interaction
and cooperation in such diverse areas as
control of population movements, coun-
terinsurgency, narcoterrorism, disaster re-
lief, extradition of criminals, and coopera-
tion among military establishments.

Private Voluntary
Organizations

Humanitarian organizations doing
work in the developing world are known
as nongovernmental organizations (NGOs)
or, especially in the United States, as pri-
vate voluntary organizations (PVOs). Most
major international and American PVOs
came into being during the period around
World War II: the International Rescue
Committee (1933), the Catholic Relief Ser-
vices (1942), Oxfam/UK (1942), World Re-
lief (1950), Church World Service (1946),
and World Vision (1950). However, recent
years have seen considerable growth in the
number of PVOs that respond in any given
international crisis, e.g. 200 PVOs were ac-
tive in Bosnia in late 1995.
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In 1994, PVOs in the Western democ-
racies spent nearly $9 billion on relief and
sustainable development programs in the
developing world, half of this being attrib-
utable to American PVOs alone. The pro-
file of PVOs has grown as they have at-
tempted to influence foreign policy
decisions affecting complex emergencies.
As the number and extent of complex
emergencies have increased, so too have
the PVO efforts. Through their advocacy
efforts, the PVOs influence the decision
makers who direct American foreign policy
and by educating the public and engaging
its active support through financial contri-
butions to relief efforts. Further, the in-
creasing activity of PVOs in international
crises, combined with the greater role of
the U.S. military in peace and humanitar-
ian operations, means that PVO activities
have become vital components of opera-
tions in which the U.S. military is involved.
To understand the change in the interac-
tion between PVOs and the U.S. military, a
useful contrast is between the Vietnam
war, where the interaction was small (and
at times unfriendly), and the Bosnia opera-
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tion unfolding in late 1995, where PVOs
are central to the success of the mission.

PVOs’ operational work in complex
emergencies focuses on the five saving in-
terventions that make up the relief disci-
pline: food distribution, shelter, water, san-
itation and medical care. To these
disciplines may be added in-depth grass-
roots organizational skills at the commu-
nity level, which PVO’s use as much in re-
lief efforts as in their longer-term
sustainable development work. PVOs
know the history, politics, and culture of
the society, the religious beliefs, tribal or
clan structure, and, most important, they
deal on a daily basis with the local and na-
tional elites and authority structures that
lead the social order.

Because of their sense of geographic
place in the villages and cities where they
serve, PVO field staff frequently become
advocates of the people with whom they
work, to such a degree that they lose
their objectivity or they see only very lo-
calized conditions, which may not be rep-
resentative of more general societal
trends. They sometimes fail to under-
stand the larger political, social, or eco-
nomic forces at work in the country.
Sometimes, their ideological prejudices
distort their understanding of what is re-
ally happening in a society.

The PVOs are both unlike and similar.
Their organizational structures, their philo-
sophical approaches to relief and develop-
ment and public policy, their sectorial spe-
cialization, and their historical roots cover
such a wide spectrum that they cannot be
easily characterized. Those PVOs that
work exclusively on public-policy issues
but have no permanent operational pres-
ence in the field are known as advocacy
groups. These tend to have modest bud-
gets and staffs, and no programs or pro-
jects, focusing instead on researching such
issues as human-rights abuses, refugee-
protection issues, or hunger. Most of the
larger PVOs do both relief and develop-
ment work; a few, such as the International
Rescue Committee and International Med-
ical Corps, work only in relief efforts. Some
specialize by sector (agriculture, health, or
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education), while others have regional spe-
cialization (such as Africare, which works
only in Africa).

Many PVOs do not accept or have
never applied for grant funding from U.S.
foreign-assistance agencies. For some, that
is a function of religious principles or their
long-standing opposition to American for-
eign policy; for others, it is a wish simply
to be unhindered by the rigorous public-
sector procedural and program-design re-
quirements of government grants. Still
others, including many smaller PVOs, do
not have the expertise to negotiate through
the thicket of rules and regulations im-
posed by these grants. Federal law re-
quires that in order to be eligible to receive
grant funding, a PVO must raise at least 20
percent of its aggregate funding from pri-
vate sources.

Despite the differences among them,
PVOs in general have a style of work and
an organizational ethos that is markedly
different from that of the U.S. military, e.g.,
less hierarchy among staff, more emphasis
on consensus than on command, and more
concern about involving locals in deci-
sions. The differences between PVOs and
the U.S. military is a challenge to working
together smoothly. Yet both parties in-
creasingly need to cooperate to accomplish
their separate missions—the PVOs need
the military’s infrastructure support and
the protection from hostiles, and the mili-
tary needs the PVOs ability to get local
civilian institutions functioning again.

Most PVOs, both American and inter-
national, help in several ways to imple-
ment the foreign policy of the United
States, sometimes unintentionally:

By providing humanitarian assis-
tance to people most vulnerable to starva-
tion and disease in a country governed by
a rogue regime in which economic sanc-
tions have been imposed, PVOs avoid the
adverse human consequences of sanctions,
which might render them politically unac-
ceptable to public and congressional opin-
ion in the U.S.

® By improving basic human services
in a country following a civil war through
their rehabilitation and reconstruction pro-
grams, PVOs help to create public support
for whatever regime is in power. If stability
of the regime is a foreign policy interest of

the U.S., then PVOs serve that interest.
Likewise, PVO human-service programs
ensure services are not interrupted in a na-
tion with an authoritarian past while it is
democratizing, a process that can at times
be chaotic.

© By ensuring a safety net of human
services, PVOs can mitigate the conse-
quences of economic reform and struc-
tural adjustment in developing countries
and thus increase their chance of success.
Most economic reform involves the elimi-
nation of budget deficits through reduc-
tion of the public payroll, human-service
programs, and subsidized food prices
measures that can create political unrest
and destabilize governments that impose
the reforms.

@ By acting as mediating institutions,
faith-based PVOs working through the
churches, and secular PVOs working
through other grassroots organizations,
can act in conflicts as neutral, intermediary
institutions between opposing sides and
promote pluralism in nondemocratic or
newly democratic societies.

Conclusions

International organizations have the
potential to serve as useful instruments in
pursuit of U.S. foreign policy objectives.
They establish conduct to which all states
can be held, thereby providing a frame-
work for intrusive, coercive enforcement
on rogues. They provide ready-made fora
in which common purposes and goals can
be hammered out. They are important fora
for undertaking conflict-resolution initia-
tives, as well as for sanctioning multilateral
U.S. military operations that might be con-
templated, such as economic sanctions.
When recourse to military instruments is
needed, they provide a foundation for bur-
den-sharing. Furthermore, they provide the
venue for organizing international coopera-
tion in response to growing transnational
problems, such as terrorism, uncontrolled
migrations of large populations, weapons
proliferation, and narcotics. They serve as
neutral or impartial bodies that reinforce
U.S. efforts in such critical areas as prolifer-
ation of weapons of mass destruction. In
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addition, there are practical matters on
which cooperation is needed, such as air-
traffic security, telecommunications, and
postal standards.

On the other hand, international orga-
nizations have certain intrinsic drawbacks:

They often have their own bureau-
cratic agendas which may or may not be
consistent with U.S. interests.

They have limited rapid-response
capabilities as crises materialize.

With some notable exceptions,
their bureaucracies are encrusted with
procedures that inhibit innovation or rapid
adaptation to changing circumstances.

Consensus-building on major pol-
icy initiatives contemplated by the United
States is slow to evolve and decisions
taken tend to represent ambiguity arising
out of compromises.

The United States can play a major
role in efforts to improve the performance
of many of these international and re-
gional organizations by establishing clear
U.S. policy objectives and concentrating its
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effort on those agencies and institutions
deemed essential to the attainment of
those objectives. In particular, the United
States will be more effective if it finds
ways to accommodate itself to the eccen-
tricities of regional organizations that are
prepared to engage in sustained conflict-
resolution inijtiatives.

Key elements within the U.S. govern-
ment have yet to reach agreement on the
relevance and importance of international
organizations in the attainment of U.S. se-
curity-policy objectives. While there is
agreement that priority should be ac-
corded agencies that address issues such
as proliferation of weapons of mass de-
struction, humanitarian needs, and, to a
lesser extent, peace operations, the U.S.
government has not provided a broad per-
spective on the roles and relationship of
international organizations to vital U.S. se-
curity interests.



CHAPTER FIVE

Introduction

n recent years, economic issues have
risen in priority among U.S. foreign
policy interests, reflecting two major
developments: a relative decline in se-
curity concerns, resulting from the
end of the East-West struggle; and the
American public’s dissatisfaction with U.S.
economic performance. As concern over
economic issues has risen, interest has
grown in the use of economic instruments
to promote U.S. economic and security in-
terests alike.

Economic Interests as an Issue. During
the Cold War, national security concerns
took precedence over economics. Differ-
ences with Japan or Europe over market ac-
cess were generally settled in the spirit of
the greater common endeavor of advancing
collective security. By contrast, the predom-
inant attitude in the post-Cold War era, ir-
respective of administration, holds that
U.S. security depends upon a strong econ-
omy in two senses: first, a strong foreign
policy requires a strong economic base; and
secondly, security in its broadest sense in-
cludes economic well-being sufficient to
provide prosperity for most and assurance
of a safety net for all.

Many Americans are more worried
about the economic aspects of security than
about the military aspects. Since the mid-
1970s, the U.S. economy has not delivered
the growth in incomes that Americans have
come to expect. Many people believe the
economy suffers because the United States
has not faced a level playing field in inter-
national economic competition, and be-
cause Washington has not supported U.S.
business interests as strongly as other gov-
ernments have supported their firms.

Public dissatisfaction with the U.S.
economy is fed by the fall in the U.S. rela-
tive standing since the early post-World
War 11 years. The U.S. share of world eco-
nomic output dropped from a peak of
perhaps 45 percent in 1945 to 25 percent in
1980, creating a sense that the United
States has lost its position as the world’s
unquestioned economic leader and now is
but one of several economic power cen-
ters. Less well known, and thus less influ-
ential in public opinion, is the fact that the
U.S. share of world output has remained
stable at about 25 percent during the last
fifteen years. Indeed, in the years since the
end of the Cold War in 1989, the U.S. GNP
has grown as fast as those of Japan and
the European Union. Besides maintaining
its share of world output, the United
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States has also increased its lead in the in-
formation industries, including the cru-
cial software industry that gives it a com-
manding position in the technologies
central to future economic growth and
modern warfare.

Economics as an Instrument. At different
times, the U.S. public endorses inconsistent
principles for guiding the instruments of
international economic policy. Support for
the proposition that all benefit from free
trade is contradicted by support for the
view that economics is the principal field
of competition among nations and the
United States must therefore take all neces-
sary steps to ensure it comes out on top.
The view adopted tends to depend on cir-
cumstances. In the late 1980s, when Japan’s
economy looked to be on a path to surpass
that of the United States, some Americans
viewed Japan as a threat; after four years
(1992-95) of recession there, the U.S. public
has adopted a more relaxed attitude to-
ward Japan.

Whatever principles Washington
chooses to adopt, its ability to wield eco-
nomic instruments, on behalf of either eco-
nomic or security goals, has been subject to
contradictory forces. The effectiveness of
economic instruments has become more
circumscribed than it was in the heyday of
U.S. economic power during the early Cold
War era, owing to the decline in the rela-
tive weight of the United States in the
world economy. Also, the sophistication of
many nations’” economies has grown, so
that they can produce a wide range of in-
dustrial goods, which undercuts U.S. uni-
lateral restrictions.

On the other hand, the new world
order enhances the effectiveness of eco-
nomic instruments in two ways. First, dur-
ing the Cold War, the Soviet Union stood
ready to step in whenever the U.S. tried to
isolate another nation economically. For ex-
ample, when Washington applied eco-
nomic pressure against Cuba, Moscow pro-
vided the massive subsidies that kept
Havana afloat. No country now possesses
the combination of hostile interests and
economic might to provide that kind of al-
ternative. Secondly, national economies
have become more dependent on interna-
tional trade and world financial markets.
Trade in goods and services across national
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borders in 1970 amounted to about 15 per-
cent of world output; by 1995, this figure
had grown to about 25 percent.

instruments
Trade Policy

During the Cold War, Washington
subordinated the use of trade as a policy
instrument to military and diplomatic
concerns. One example was the granting
or withholding to the USSR and East Eu-
ropean countries of normal trade terms,
misleadingly known as most favored na-
tion (MFN) status. More often than trade
privileges, however, the issue was trade
sanctions, especially for what were seen as
unfair trade practices. Starting in the
1970s, Congress enacted tougher and
tougher legislation mandating antidump-
ing duties and countervailing duties for
subsidies. Section 301 of the 1974 Trade
Act, which authorizes retaliation for un-
fair trade practices, requires rapid action
by the U.S. on claims filed by U.S. firms
and facilitates the imposition of stiff
penalties—to the dismay of many econo-
mists, who see little basis for the law’s
view of what constitutes unfair trade. Suc-
cessive administrations did not place as
high a priority on unfair trade, as defined
by U.S. law, as on foreign policy issues.
Time and again in the late 1970s and early
1980s, proposals by the U.S. Trade Repre-
sentative (USTR) to impose sanctions on
Japan over its mounting trade surplus
with the United States were overridden by
the State Department and the Pentagon
out of fear that such measures would im-
peril Washington’s security ties with
Tokyo. Trade actions were more fre-
quently imposed when they could ad-
vance national security interests.

In addition, the Washington foreign
policy establishment downplayed trade
policy as an instrument of national power.
Despite aggressive trade promotion efforts
in 1994-95, the U.S. still trails its economic
rivals in export promotion expenditures. In
1994, the U.K. spent on export promotion
about $.25 per $1,000 of GDP; France spent
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of the Cold War,

owing in part to

the growing im-
portance of the international sector for U.S.
prosperity. In 1994, the growth in exports
provided a third of the growth in GDP, and
exports supported 11 million jobs. The
Commerce Department estimates that by
2000, exports will support 16 million jobs.
And those are good jobs: one study showed
that employment in the export sector in
1988-1995 paid 13 percent more than the av-
erage wage.

Many members of the Bush adminis-
tration recognized the importance of this
phenomenon and attempted to reshape
U.S. policy accordingly—beefing up the
Commerce Department’s Foreign and
Commercial Service to promote U.S. ex-
ports, and encouraging the formation of the
Asian Pacific Economic Cooperation
(APEC) forum to link the U.S. economy
more closely with the dynamic economies
of Asia. But these attempts were often ham-
strung by internal disputes over the proper
role of government in such efforts.

The Clinton administration brought an
unprecedented focus on international trade
policy as an instrument to promote U.S.
economic interests. The administration
pushed through Congress both the North
American Free Trade Agreement (NAFTA)

and the Uruguay Round GATT accord,
which established the World Trade Organi-
zation (WTO). These two agreements were
the centerpiece of the administration’s
strategy for lowering the cost to U.S. con-
sumers of imports while increasing U.S.
jobs by expanding markets for U.S. goods.

At the same time, the administration
made sweeping changes in the way gov-
ernment works with business to increase
U.S. exports. The Trade Promotion Coordi-
nating Committee, which is chaired by the
Secretary of Commerce and includes all
the U.S. government agencies involved in
trade, formulated a National Export Strat-
egy to help American business compete
and win overseas. The Commerce Depart-
ment created an Advocacy Center to track
large foreign infrastructure projects and
assist U.S. exporters facing logjams; for ex-
ample, the center helped AT&T win a $4
billion contract to modernize Saudi Ara-
bia’s telecommunications system. The
Commerce Department has also targeted
more than a dozen large, emerging mar-
kets—China, Brazil, South Africa, and oth-
ers—the better to focus government export
promotion activities. U.S. government fi-
nancial assistance to exports—including
feasibility studies, export credits, and aid
related to exports—has amounted to $19
billion per annum in the mid-1990s. Al-
though in 1995 Congress, led by the Re-
publican majority, considered abolishing
the Department of Commerce, it sup-
ported continuing the government’s trade
promotion activities, though the exact or-
ganizational structure for doing so re-
mains unclear.

To mesh its economic efforts with tradi-
tional policy concerns, the Clinton adminis-
tration created the National Economic
Council (NEC), a White House-based coor-
dinating group equivalent to the National
Security Council (NSC). With powerful
leaders and many staff members holding
joint NEC/INSC positions, the new council
has helped broker economic and foreign
policy interests. However, balancing trade
priorities with other foreign policy concerns
has proven difficult. One issue has been
whether MFN status—that is, access to the
U.S. market on normal terms—should be
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China Trade

China’s economy has grown at an average annual rate of 10 percent since the end
of the Cold War, and its foreign trade has similarly grown by leaps and bounds. This
growth has depended in good part on China’s access to U.S. markets, which in 1995 ab-
sorbed $80 billion in Chinese goods, including about half of all Chinese exports of manu-
factured goods. The United States benefits from China’s exports, as well: inexpensive
consumer items from China comprise an important part of mass merchandisers’ sales,
providing a significant benefit to lower-income Americans. Despite problems in penetrat-
ing the Chinese market, which absorbed only $30 billion in U.S. goods in 1994, sales to
China offer excellent prospects for growth. U.S. firms have high hopes for substantial in-
vestments in China.

Since the brutal crackdown on pro-democracy demonstrations in 1989, there has
been pressure, especially in Congress, to withdraw China’s MFN trade status, which
would render uneconomical a large portion of Chinese imports. Both the Bush and Clin-
ton administrations argued that there was little evidence that the withdrawal of trade
privileges would increase Chinese respect for human rights. They also noted that the
U.S. and China have discussed certain human rights issues, such as the release of politi-
cal prisoners. In 1994, in response to entreaties from the U.S. business community, the
Clinton administration announced it would henceforth decouple trade and human rights
issues in policy making concerning trade with China.

In 1994-95, the United States blocked China’s entry into the World Trade Organiza-
tion (WTO) as a founding member, because Washington insisted on trade-opening mea-
sures that Beijing resisted. It is not clear what U.S. pressure will gain in opening the Chi-
nese market and at what geostrategic cost. If a policy secured free access for U.S. goods
but convinced Beijing that Washington is a strategic enemy against which China needs
thousands of ICBMs, the policy would have served the U.S. poorly.

In 1995, relations with China grew strained over a host of issues, particularly Tai-
wan. Concern increased in Washington that the United States and China might enter into
a strategic competition. Disturbing signs have appeared that China is pursuing an old-
fashioned sphere-of-influence policy, including a military buildup to assert Beijing’s
claims to dominance in the South China Sea and to discourage any move toward inde-
pendence for Taiwan. It is by no means clear that an assurance of access to U.S. markets
would induce China to abandon its saber-rattling and instead compete for influence on
the economic field.
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made conditional on progress in human
rights, most especially for China. An exam-
ple more closely related to security issues is
to what extent U.S.-Japan trade differences
can and should be isolated from the bilat-
eral security relationship. In early 1995, as
the USTR implemented a get-tough policy
with Japan, the Defense Department re-
leased its annual report on U.S. security in-
terests in Asja. While the report did little
more than restate the U.S. commitment to
Asia’s defense, Tokyo interpreted the timing
of its release and its formulation of the
grounds for U.S. troop strength in Asia as
signals that U.S. trade concerns remained
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separate from, if not necessarily subordinate
to, military and diplomatic interests.

The use of regional trade agreements
as a policy instrument has a side effect on
security interests, because such agree-
ments may implicitly link integration with
the U.S. economy to security commitments
by Washington. For example, Washington
has always demonstrated a profound in-
terest in the political and economic stabil-
ity of Mexico. By further integrating the
U.S. and Mexican economies, NAFTA
deepened Washington’s sense of responsi-
bility for developments in Mexico, making
the Clinton administration’s move to bail
out the crumbling peso practically in-
evitable. Similarly, in discussions with
Asijan nations regarding APEC, Washing-
ton has explicitly linked access to the
rapidly growing Asian markets with a
continued commitment to Asian security.
Implicit in this is the suggestion that free
trade in the Pacific rim will anchor U.S. in-
terests in Asia and maintain the U.S. secu-
rity umbrella over the region.

Trade policy will likely serve increas-
ingly as an instrument of U.5. power.
However, while at times trade policy can
advance foreign-and security-policy inter-
ests, trade issues can also complicate
those interests. The challenge ahead is to
forge a workable balance between these
various interests.

One aspect of trade policy has been
controls on high-technology exports with
potential for military use. Such controls are
discussed in the chapter on Arms Control.

Financial and Macroeconomic
Policy

Among the economic instruments for
affecting foreign governments, by far the
bluntest are financial and macroeconomic
tools: intervention in exchange rate mar-
kets, controls over loans and investment
(into or out of the U.S.), interest rate
changes, and tax and government expendi-
ture policy. During the Cold War, these in-
struments were used in part to deny re-
sources to the communist world (e.g., strict
limits on loans to the USSR) and in part to
push allies (e.g., financial leverage over
Great Britain and France to cut short their
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1956 invasion of Egypt during the Suez
Canal nationalization crisis). However, the
main Cold War use of financial and macro-
economic instruments was to preserve the
unity and promote the joint prosperity of
the Western alliance, for instance by run-
ning large budget deficits during the
1974-75 oil-price recession to provide an
engine for Western economic growth.
Changing Circumstances. In the increas-
ingly interdependent world of the 1990s,
any attempt to use financial and macroeco-
nomic instruments to influence a foreign
government is fraught with risk. Indeed,
many economists are sceptical about the
ability of macroeconomic and financial
policies to achieve economic goals, much
less foreign policy aims. Four reasons may
be mentioned.
Purely national economies no
longer exist, if they ever did. Policymakers
are constrained by global-
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ization, which has changed
financial markets, at least,
into truly international
markets. Thus, raising
short-term interest rates,
imposing capital controls,
and coordinating monetary
policy with other countries
prove less effective than
they once did because of
greater capital mobility and
the ability of traders to cir-
cumvent national economic
regulations.

International capital
flows have become vastly
larger than government re-
sources available to defend
currencies. This has greatly
weakened the ability to use
what was once among the
most powerful of interna-
tional financial instruments,
namely, the exchange rate.
Whereas during the sterling
crises of the 1960s the
British government could
mobilize reserves equal to
several weeks (or, in some
cases, several months)
worth of trading on interna-
tional currency markets, the
volumes those markets now
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handle daily exceed the reserves of all
countries combined. In 1994, the world’s
foreign exchange markets handled an esti-
mated one trillion dollars each business
day. In the face of such volume, coordi-
nated actions by the G7 countries can be
only symbolic, a signal of the intent to
change monetary policy.

Since the late 1970s, the trend has
been toward the idea that governments
should create a predictable environment
within which economic decisions can be
made, without getting involved in fine-
tuning the economy, which had been popu-
lar during the heydayzof Keynesian eco-
nomics in the 1960s and early 1970s.
Governments are less willing to use tax
and expenditure policies, which were once
seen as central instruments to affect both
domestic and world economies. Declining
confidence in the government’s ability to
manage productive assets has only rein-
forced this trend. In many countries, priva-
tization has replaced nationalization as the
trend of the day.

The size of the U.S. budget and trade
deficits places tight constraints on interna-
tional economic policy. The Federal Reserve
has to retain interest rates high enough to fi-
nance these deficits, which limits its ability to
stimulate the economy with lower rates as
some domestic critics would want. In its in-
terest rate policy, the Federal Reserve also has
to be concerned about the exchange rate of
the dollar for foreign currencies (the lower
the interest rates in the U.S., the more attrac-
tive to take money abroad, which reduces the
value of the U.S. dollar). Besides its effects on
capital flows, the exchange rate also affects
trade: the lower the value of the dollar is rela-
tive to other currencies, the cheaper are U.S.
exports and the more expensive to U.S. con-
sumers are imports. When the value of the
dollar drops, that can exacerbate tensions
with Japan (which worries that its products
will no longer be competitive) and with Eu-
rope (which worries that capital flows will
disrupt the EU’s Exchange-Rate Mechanism).

Consequences of Change. That macroeco-
nomic policy coordination among the G7 na-
tions is difficult, and speculators can circum-
vent exchange-rate agreements, does not
mean that cooperation among the advanced
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World leaders at the 1995
G7 Summit, Halifax, Canada.
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industrial countries will be abandoned.

Macroeconomic coordination, even if only as
meetings to air concerns, offers a means to
promote openness and reduce the potential
that countries will retreat into economic
blocs. Such economic blocs might be less in-
clined to pursue common interests and more
inclined to practice beggar-thy-neighbor
policies, such as competitive devaluations,
that undermine global economic prosperity
and drive interstate tension. The formation
of closed economic blocs centered around
great powers could pose a substantial threat
not only to global prosperity but ultimately
to world peace.

It is significant that macroeconomics,
not national security, led the heads of the
Western powers to start meeting annually.
While the G7 meetings were initially lim-
ited to finance, they evolved into a general
consultation on foreign policy issues, such
as how to respond to developments in the
former Eastern bloc and to challenges from
rogue states. In effect, the G7 summits be-
came a way to draw non-NATO Japan—
and perhaps one day Russia—into a com-
mon security dialogue.

Foreign Aid

During the Cold War, foreign aid was
often used to counter potential Soviet influ-
ence by supporting governments friendly
to the United States, enticing nonaligned
governments towards a pro-Western stance,
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and ameliorating social conditions that
could feed radical anti-Western move-
ments. Some funds went to countries in
which the U.S. maintained bases (princi-
pally the Philippines, Portugal, Greece, and
Turkey), and other funds assisted countries
facing communist insurgencies (such as El
Salvador). In the 1990s, as the Soviet system
has lost its appeal to developing countries
and the Soviet threat disappeared, foreign
aid has become an instrument to influence
governments on a host of issues from labor
rights to environmental pollution.

Since the end of the Cold War, there
has been strong public pressure to cut
spending on foreign aid, even though the
aid budget has been shrinking in real terms
for twenty years. In inflation-adjusted dol-
lars, aid peaked in the early 1960s, at about
twice the 1995 level. As a share of GNP, aid
in 1995 was less than one-fourth its level of
thirty years earlier.

One of the principal limitations on the
effectiveness of foreign aid as a policy in-
strument is that the goals set for it are
overly ambitious, which dissipates what
could be more powerful influence if it were
more narrowly focused. The legislation
that guides the disbursement of foreign
aid, the Foreign Assistance Act, is bur-
dened with thirty-three objectives and sev-
enty-five priority areas, which impedes
USAID from rewarding governments that
shift policy in directions desired by the
U.S. Furthermore, Congress earmarks
much of the aid, that is, directs how much
is to be spent in each country. While ear-
marking lets the elected representatives
rather than career officials decide how to
spend the taxpayers’ money, it leaves little
flexibility for USAID to direct aid to good
development and foreign-policy partners
and away from poor performers.

Foreign Policy Aid and Economic Devel-
opment Aid. Foreign aid has many compo-
nents, which can be grouped for analytical
purposes into two categories. First is the
foreign policy aid, consisting primarily of
military aid and cash payments to foreign
governments (more or less equal to the
budget category called Economic Support
Funds, ESF). Second is development aid,
which consists of food aid (PL 480), disas-
ter relief, projects like roads and schools
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built by USAID, U.S. contribu-
tions to international aid insti-
tutions, and a variety of
smaller programs, such as the
Peace Corps. While USAID is
the principal foreign aid
agency, it is responsible for ad-
ministering only about one-
third of the U.S. foreign assis-
tance funds, and the allocation
of its funds is decided in an
inter-agency process in which
general foreign policy inter-
ests weigh heavily.

Since the end of the Cold
War, Israel and Egypt have
gotten most of the foreign pol-
icy aid. Between them, they re-
ceive $5 billion a year (includ-
ing $3.1 billion in military aid),
a level set by the 1978 Camp
David peace accord between
the two countries. (Inflation
has cut the value of this assis-
tance by a third since then.)
The governments of Egypt and
Israel see the aid as part of a
U.S. commitment to their re-
spective security, an absolute
precondition for the peace be-
tween Cairo and Jerusalem.
The aid has also helped ce-
ment close cooperation on a
wide range of issues, including
facilities and logistical assis-
tance for the U.S. military.

In 1995, for all countries
other than Israel and Egypt,
less than $100 million was al-
located for military aid grants,
while $365 million was allo-
cated for ESF. Foreign policy
aid has been particularly hard
hit by the decline in aid since
the mid-1980s. At FY 1996
prices, foreign policy aid aver-
aged $4.5 billion in 1986-88,
$3.5 billion the three years
after that (1989-1991), and
then fell steeply to an average
of less than $.5 billion in
1993-95.

1996

In contrast to the decline in foreign
policy aid, economic development has not
been as hard hit. Economic development
aid—which includes contributions to multi-
lateral organizations, food aid, and direct
U.S. aid programs—was relatively stable
from 1986 thru 1994, at constant 1996
prices. The annual average for those nine
years was $7.3 billion (at 1996 prices), and
most years saw a slight growth compared
to the year earlier. However in 1996, eco-
nomic development aid was substantially
below the average for the previous decade..

In other words, the reduction in the
total aid budget in the late 1980s and early
1990s came entirely out of the foreign pol-
icy aid, while economic development aid
stayed relatively constant. In 1986, the for-
eign policy aid was twice the size of the
economic development aid. To be sure,
much of the foreign policy aid went to Is-
rael and Egypt; setting that aside, the for-
eign policy aid was still three-fourths the
size of the economic development aid. In
1995, the foreign policy aid was less than
the economic development aid; indeed,
without aid to Israel and Egypt, the foreign
policy aid was 5 percent the size of the eco-
nomic development aid.

Economic development aid, the tradi-
tional focus of interest among aid person-
nel, is said to serve U.S. interests through
job creation programs that reduce the
pool of alienated youth who could be at-
tracted to radical anti-Western ideologies;
family planning and environmental pro-
tection programs that ameliorate pres-
sures on the world’s resources; and eco-
nomic development that diminishes the
risk of ethnic strife and the collapse of
states (which can create humanitarian dis-
asters so massive that the United States
intervenes). Two such interventions—So-
malia and Rwanda—cost more than
Washington spent on development assis-
tance to all of sub-Saharan Africa between
1992 and 1995.

Development assistance has become a
less potent instrument of U.S. influence as
the proportion of aid dispensed by Wash-
ington has declined relative to that of other
donors. In 1970-71, the United States pro-
vided 40 percent of the world’s official de-
velopment assistance as defined by inter-
national agencies (which exclude military

INSTITUTE FOR NATIONAL STRATEGIC STUDIES 53




STRATEGIC ASSESSMENT 1996

Official Development Assistance from OECD

and OPEC Members
(Billion 1996 dollars)

60 65 70 75

aid from their data).
In 1993, the U.S. sup-
plied 16 percent. Not
only had Japan be-
come by 1993 the
world’s largest donor
in absolute terms, but
Japanese aid to Latin
America—an area of
traditional U.S. inter-
est-—exceeded U.S.
aid in that region.
Overall, foreign
aid’s importance as a
source of development
financing is shrinking
in a world with more
open economies and
better information

85 90 93 e
about opportunities in

Source: OECD. Data are net flows, that is, after repayment of loans. OPEC 1975
estimated. The reduction in other OECD aid in 1985 reflects primarily the low value

of other currencies relative to the dollar.

developing nations.
Countries with sound
policies attract private
foreign capital that
dwarfs available foreign aid. In 1994, private
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ment to other foreign
policy objectives.
Other proposals sug-
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gest increasing the responsibility of private
voluntary organizations, which already dis-
tribute about 30 percent of project funds.
However, such plans would not resolve the
problem of extensive congressional man-
dates that establish so many priorities that
the impact of aid is diffused, weakening its
effectiveness.

In light of the tight resource situation,
U.S. policymakers are using innovative
means to mobilize funds. Long-estab-
lished institutions are being tapped for
new purposes; witness the use of $20 bil-
lion from the Exchange Stabilization Fund
to finance the U.S. part of the package to
avert a Mexican financial crisis in 1995
(other industrial countries provided $10
billion; the IMF, $8 billion; and commer-
cial banks, $3 billion). Another method of
leveraging U.S. money that may be used
more in the future is to form international
consortia to finance foreign policy initia-
tives. In 1994-95, the U.S. negotiated an
agreement in principle with North Korea
for the construction of a nuclear power
plant in that country in return for Py-
ongyang’s taking a variety of non-prolif-
eration steps. The cost of that nuclear
power plant may be $4 billion to $5 bil-
lion, depending upon what associated fa-
cilities are also provided and on what re-
strictions the North Koreans put on the
construction process. Little of that money
will come from the U.S., which persuaded
South Korea and Japan to bear 90 percent
of the cost. An international organization,
the Korean Peninsula Energy Develop-
ment Organization (KEDO), was set up to
carry out the project. While the U.S. role
in resolving this issue and in KEDO
might seem disproportionate based on
the money the U.S. is contributing, Wash-
ington’s voice on the matter reflects the
U.S.’s nuclear umbrella over Japan and
South Korea and its 37,000 troops in
South Korea.

In addition to administering foreign
aid directly, Washington provides about $2
billion a year for international aid agencies.
Most of this money represents the U.S.
share in international financial institutions
(IFIs), such as the World Bank, the Inter-
American Development Bank, and the
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Aid to the Former Soviet Union

When the former Soviet Union (FSU) began its transformation from communist economics to the market
system in the early 1990s, Western nations responded by promising extensive foreign aid. Their aim was to re-
inforce those in the FSU who supported democracy and free markets. In 1990-95, however, actual disburse-
ments of aid were modest: $20 billion from all sources, including loans on commercial terms, over six years.
Most of the money has come from the [Fls (the IMF, World Bank, and European Bank for Reconstruction and De-
velopment), and about half of that money has gone to FSU countries other than Russia.

Aid to the FSU has engendered much debate in the United States. Despite claims in the early 1990s that
mobilizing aid for the FSU topped the U.S. political agenda, political support has been minimal. The amount of
U.S. aid disbursed to the FSU over four years (1990-93) was less than one-fifth the $51 billion Washington mo-
bilized (from its own resources and from international institutions) for Mexico in the year of its peso crisis.

Western aid has not played the prominent role in either economics or politics that both Western and FSU
observers expected in 1990, in part because the need for aid was not as great as had been projected. The con-
cern about widespread starvation in 1992-93 was misplaced, and FSU economies have proven more capable
of meeting their citizens’ needs than originally forecast. Furthermore, aid programs required the usual long
lead times 1o establish, despite promises of quicker disbursement.

Instead of aid, economic performance in the FSU has depended on domestic factors. Those countries like
Estonia with sound economic policies have attracted foreign capital while inducing their own citizens to keep
their money at home. Compared to flows of private capital, aid has been small or even insignificant. For exam-
ple, Russia has experienced $50 billion in capital outflow since the dissolution of the Soviet Union, as Russians
have sought to invest abroad rather than at home, thereby exceeding inflows of aid several times over.

Western aid may have encouraged the move toward normal market economies by providing technical as-
sistance and financing pilot projects. On the other hand, unfulfilled promises for massive aid have created un-
realistic expectations that, when disappointed, fed antipathy toward and disillusionment with the West. Overall,
little conclusive evidence exists that general economic support to the FSU (as distinct from security aid, like
the Nunn-Lugar program for safeguarding and dismantling nuclear weapons) has advanced Western interests.

Asian Development Bank. The United
States is the largest shareholder, or among
the largest, in every IFL.

While Washington alone cannot deter-
mine policy in any IF], it has a strong voice
in all of them, which it uses to advocate
economic policies that advance U.S. policy
interests. For instance, when the collapse of
the Mexican peso in late 1994 led to wor-
ries about social unrest in that country and
about a contagion effect (frightened foreign
investors withdrawing funds from other-
wise healthy economies) on many smaller
developing and ex-communist countries,
the IMF stepped in with $18 billion, allow-
ing the U.S. to share the burden of rescuing
the Mexican government. In the former So-
viet Union, the World Bank and the IMF
distributed about $10 billion in loans in
1991-95, dwarfing U.S. aid efforts. World-
wide, the IFIs lend about $60 billion a year,
with the World Bank group lending about

$40 billion a year, the regional develop-
ment banks about $10 billion, and the IMF
another $10 billion (although IMF lending
fluctuates sharply, rising when recession
threatens and falling when business
booms). That makes these institutions the
largest sources of official funds to the de-
veloping world. However, most of these
funds are provided at market interest rates,
while most bilateral aid, including nearly
all USAID projects, are grants.

In many countries that borrow from
them, the IMF and World Bank have en-
countered strong criticism for infringing on
national sovereignty, for imposing harsh
burdens on the poor, and for insisting on
doctrinaire conservative free-market poli-
cies. The two institutions have acquired a
negative reputation among nationalists, es-
pecially in Africa and the former Soviet
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Union. The IMF and World Bank response
is that they are asked in when times have
turned tough, so it is hardly surprising that
they must prescribe bitter medicine, and
that only such medicine will cure the pa-
tient. The U.S. government is of two minds
about the strong measures that the IMF in
particular prefers. On the one hand, neces-
sary as it may be for the medium term,
shock adjustment may cause social insta-
bility that undermines a friendly govern-
ment. On the other hand, to the extent that
the government concerned needs to be
pressured into taking reform steps it re-
sists, then it is in Washington’s interests to
have the bad news brought by the IMF
rather than by U.S. representatives.

One indicator of the usefulness of the
IFIs in the post-Cold War period is the pres-
sure to set up additional such institutions.
The European Bank for Reconstruction and
Development (EBRD), established in 1990,
has helped consolidate the transition from
communism by financing privatization and
private sector firms. The Middle East Bank,
formation of which was announced in No-
vember 1995, will facilitate roads and other
infrastructure (e.g., telephone systems) that
might strengthen the Arab-Israeli peace
process, for example, by improving condi-
tions of the West Bank and Gaza.

While the IFIs have been important in-
struments for advancing U.S. economic de-
velopment goals, such as the promotion of
free markets, they have not been as useful
for Washington in bringing pressure to
bear on regimes unfriendly to the West.
Other IFI shareholders have vigorously re-
sisted U.S. efforts to have the IFls consider
non-economic foreign policy concerns
when disbursing loans, exhibited in Wash-
ington’s attempts to block loans to coun-
tries that abuse human rights or support
terrorism. The United States has, however,
often persuaded the IFIs not to lend to
rogue states because of their poor eco-
nomic records. For example, Syria is over
$300 million in arrears to the World Bank,
and the World Bank is not considering new
loans to Iran.

In conclusion, the effectiveness of aid
as a tool of U.S. national power has been
undermined by a lack of focus, by goals
that are too nuimerous for the resources
provided. The political climate in the U.S.
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suggests that funding for aid will be cut
and restrictions on its use will be increased.
More use will be made of alternative tech-
niques to mobilize funds for foreign policy
initiatives, such as relying on international
tinancial institutions or specially formed
international consortia, as in the case of the
power plant for North Korea.

Sanctions

The term “economic sanctions” can
refer broadly to the curtailment of any cus-
tomary trade or financial relation, or nar-
rowly to measures against states that have
violated obligations under international
agreements. This chapter discusses broad
bans on trade or finance. The chapter on
arms control considers denial of military
and dual-use technology, while the chapter
on limited military intervention discusses
the enforcement of sanctions with military
measures, such as a naval blockade.

The modern interest in sanctions fo-
cuses on them as an alternative to war.
While the U.N. Charter envisaged sanc-
tions as a major instrument of the Security
Council, the Cold War prevented agree-
ment among the council’s five permanent
members in the face of most threats to
peace. A trade ban was imposed on Rhode-
sia in 1965 (after the white residents de-
clared independence from Britain), and
more limited bans (particularly on arms)
were used in a few other cases. In addition
to these international sanctions, the United
States imposed its own trade bans on sev-
eral communist countries, including North
Korea, China, Cuba, and Vietnam. In 1986,
the U.S. Comprehensive Anti-Apartheid
Act banned new investments and trade
with South Africa in a number of goods; in
1988, the U.S. forbade financial transac-
tions with the Panamanian regime of
Manuel Noriega.

In the post-Cold War era, internation-
ally mandated sanctions have become a
more common instrument, in part because
the permanent Security Council members
can agree more readily on their use. In
1990-95, the United Nations imposed
sanctions on Iraq, Libya, the successors to
the former Yugoslavia, and Haiti, all but
the latter two of which were still in place
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Sanctions on Iraq
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Within days of Irag’s invasion of Kuwait in August 1990, the U.N. Security Council imposed a comprehensive ban on trade and financial transac-
tions, other than imports of food and humanitarian goods. A vigorous debate ensued about whether sanctions alone would force an Iraqi withdrawal
from Kuwait. In retrospect, the sanctions seem unlikely to have had that effect, given that continued sanctions have not even secured Irag’s coopera-
tion with the U.N. arms control regime.

After the war, Security Council Resolution 687 laid down the terms for ending the sanctions. It was expected that Iraq would expeditiously move
to fulfill those conditions. But this expectation has not been met. Because each of the five permanent Security Council members holds a veto over any
move to lift the sanctions, Iraq must satisfy the United States—not just a majority of the Council—that its actions merit lifting the sanctions. The Se-
curity Council reviews the sanctions at regular sixty-day intervals, but some hold that Washington will insist on maintaining sanctions so long as Sad-
dam Hussein is in power.

It is not clear what impact the sanctions have had on Iraqi behavior. Iraq has cooperated with the U.N. arms control mission on many points, but
its continuing revelations about what it previously hid from the U.N. raise the suspicion that other mass destruction weapons programs remain con-
cealed. Furthermore, Irag’s cooperation may result from the demonstrated willingness of the United States and its allies to secure compliance through
force as much as from the sanctions. And Iraq has made little headway in areas such as accounting for Kuwaiti POWs and respecting the human
rights of its Kurdish and Shiite minorities.

The sanctions have hurt the Iraqgi people far more than they have hurt the ruling elite. Saddam cynically used the adverse effects of the sanc-
tions on the most vulnerable members of the Iragi public to generate support for lifting the sanctions, irrespective of Iragi compliance with Security
Council directives. The Security Council made four separate offers to ease sanctions in order to finance humanitarian imports: in August 1991, to per-
mit sale of $1.6 billion in oil; in February 1993, o unfreeze $300-500 million in Iraqi assets abroad; in March 1994, to generate $500 million by flush-
ing the slowly gelling oil out of the pipeline from Iraq to Turkey; and in April 1995, to generate $2 billion from oil sales. Saddam rejected each offer,
demonstrating his indifference to the suffering of the Iraqi people.

Leaks in the sanctions have been small compared to Irag’s $15 billion a year in prewar exports. But the leaks, totalling approximately $1 billion a
year, have kept Saddam afloat. The largest leak is trade with Jordan, which has the tacit approval of the United Nations and the United States because
of the importance of Jordan’s participation in the Arab-Israeli peace process.

Given Saddam's behavior through late 1995, it is difficult to imagine him complying fully with the relevant Security Council resolutions, though
he may comply sufficiently to lead some Security Council members to call for ending the export ban (some interpretations of the resolutions hold that
the ban should be lifted in return for cooperation on arms control alone). Perhaps Saddam will be overthrown, which would most likely lead to a lifting
of sanctions. Dissatisfaction with his government appears to be growing within Iraq, as evidenced by the May 1995 revolt of tribes that traditionally
supported him and the August 1995 defection of two top aides married to his daughters.

in late 1995. The sanctions on the former
Yugoslavia were suspended by Security
Council Resolution 1022 in November
1995. They would be reimposed, without
action by the U.N. Security Council, if ei-
ther the Commander of IFOR (the NATO-
led force) or the civilian High Representa-
tive (chosen by the OSCE) informed the
Council that Serb authorities are signifi-
cantly failing to meet their obligations
under the peace accord. Beyond the U.N.-
mandated sanctions, the United States in
late 1995 had comprehensive sanctions on
Cuba and Iran, as well as partial trade bans
on the areas of Angola held by UNITA
rebels and, despite the early 1995 easing in
relations, on North Korea.

Sanctions” record of success depends
upon what they are expected to accom-
plish. They have been least successful at
promoting the fall of regimes or the over-

throw of dictators, in part because the
elites who could engineer a coup are well
insulated from the hardship that sanctions
create. Sanctions have also had little suc-
cess in changing governments’ fundamen-
tal policies—with some obvious excep-
tions, such as the end of South African
apartheid. More likely, sanctions can per-
suade governments to change policies to
which they are not firmly committed, or
which are peripheral to their basic inter-
ests. For example, the mid-1980s sanctions
of certain Japanese firms for selling mili-
tarily useful technology to the USSR en-
couraged the Japanese government to
tighten its controls over dual-use exports.
Sanctions can also tip the balance when a
government is only considering changing
its policies, as occurred in 1995 when the
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The Mexican Financial Crisis and the Fall of the Dollar

The Mexican financial crisis of early 1995 and the subsequent decline in the value of the dollar illustrate
the complexities associated with using economic means for foreign policy ends. U.S. policymakers sought to
prevent a crisis from ballooning into a complete collapse of the Mexican economy. Such a collapse would have
reverberated throughout the United States, creating problems for overexposed U.S. banks, precipitating in-
creased illegal immigration across the southern U.S. border, and crippling economic reform in Latin America,

President Clinton first requested Congress to act, but when it became clear that the legislative branch
would not provide the desired loan guarantees for Mexico in a timely manner, the president cobbled together a
package within the constraints of his own power. The United States provided $20 billion from the Exchange
Stabilization Fund (ESF), a $25 billion pool of foreign currency reserves to prop up the dollar in a crisis. While
the president can utilize this fund without congressional approval, the $20 hillion for Mexico constituted the
largest amount ever drawn from the ESF to support a foreign currency. Another $18 hillion of the package came
from the IMF, $10 billion came from industrial country central banks via the Bank for International Settlements,
and $3 billion came from commercial banks.

Mexico’s crisis originated with its large current-account deficit (the excess of imports over exports). In
1994, this deficit equaled 8 percent of Mexico’s GDP. While current-account deficits do not necessarily indicate
a weak economy, they create problems when they are large relative to GDP and are financed by speculative in-
vestments in equities and short-term deposits, rather than by foreign direct investment. The former are far
more subject to market vicissitudes. Thus, an event that shakes the confidence of investors may lead to capital
flight, precipitating a crisis.

This seems to be what happened in Mexico. Political unrest in the Mexican state of Chiapas apparently
caused capital flight from Mexico. The government responded by permitting what was intended as a one-time
13 percent devaluation of the peso. But the depletion of Mexico’s foreign reserves panicked investors (both
Mexican and foreign), and the government was forced to float the currency, which then fell from 3.45 to 5.57
pesos to the dollar in less than three weeks.

The U.S.-led relief effort helped avert a debt crisis such as the one that afflicted Latin America in the
1980s. In addition, reforms in Mexico—balancing the budget, reducing inflation, and approving NAFTA—miti-
gated the worst consequences of the crisis. But the relief effort seems to have contributed to the type of unin-
tended consequences—in this case, a weakening of the dollar—that beset the realm of international finance
with increasing frequency.

The dollar began to fall precipitously shortly after the president acted to relieve the pressure on Mexico.
The dollar had already begun its slide at the end of 1994, but the Mexican bailout accelerated the trend. While
speculators against the dollar were doubtless motivated by many beliefs, they may have concluded that the
Federal Reserve would hesitate to raise U.S. interest rates, which would add to Mexico’s debt-service burden.
Believing that U.S. interest rates had peaked, speculators apparently dumped doliars in favor of the D-mark,
believing that German interest rates would surpass U.S. rates.

The Mexican debt crisis and its consequences recall the statement of Nobel laureate Friedrich von Hayek
that economics is “the study of the unintended consequences of human action.”

hope of securing an easing of sanctions
certainly contributed to the reduction in
the Serbian government’s support for the
Bosnian Serbs and its strong pressure on
them to agree to the peace accord negoti-
ated in Dayton, Ohio in late 1995.

In addition, sanctions have often
weakened a target government’s ability to
carry out aggressive plans, by depriving it
of resources.

According to a widely cited 1990 Insti-
tute for International Economics study by
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Gary Hufbauer, Jeffrey Schott, and Kim-
berly Elliott—Economic Sanctions Reconsid-
ered—sanctions achieve greater success in
modifying the target country’s behavior
when their goals are relatively modest, the
target is much weaker than the countries
imposing sanctions, the target and the na-
tions imposing sanctions conduct signifi-
cant trade, sanctions are imposed quickly
without time for adjustment, and the sanc-
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tioning countries avoid high costs to them-
selves. To this list can be added: that the ef-
fectiveness of sanctions increases when the
nations imposing them can sustain them
for as long as necessary and are willing to
use military force to enforce them.

While they may influence govern-
ments, sanctions inflict collateral damage
on vulnerable civilians. This problem is
exacerbated when the target government
cares little about the well-being of its peo-
ple, or will even use their suffering to pry
concessions from countries imposing the
sanctions. Another shortcoming of sanc-
tions is the cost to the U.S. economy. Uni-
lateral U.S. trade bans may shift business
to other countries, though the target
country will still probably sustain some
losses. The issue is whether the economic
loss for the United States is a reasonable
price to pay for the damage inflicted on
the target. For example, the 1995 ban on
dealing with Iran forced the U.S. firm
Conoco to cancel an oil investment. Iran
renegotiated the deal with the French
firm Total on less attractive terms, mean-
ing less revenue for Tehran, which may
therefore have to postpone arms pur-
chases during lack of cash.

As noted, in the immediate post-Cold
War period, cooperation among the perma-
nent members of the U.N. Security Council
facilitated passage of sanctions resolutions.
In 1994 and 1995, however, disagreements
grew among the permanent five over sev-
eral of the sanctions it had imposed. For
example, the U.S. Congress voted to unilat-
erally lift the restrictions on arms to Bosnia,
the Russian Duma voted to lift trade re-
strictions on Serbia, and the French and
Russian governments expressed unease
over the conditions they thought Washing-
ton tied to lifting export restrictions on
Iraq. In light of the growing differences
over existing sanctions, it may become
more difficult for the Security Council to
approve new ones.

Despite their mixed record, sanctions
will remain a popular policy instrument.
Their benefit-to-cost ratio usually com-
pares favorably to those of other policies,
and they are often seen as more appropri-
ate than the alternatives: military action or
diplomatic protest. Sanctions can also sig-
nal U.S. displeasure, cautioning that Wash-
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ington may take additional steps. Further-
more, they warn other nations of the price
they will pay for future misbehavior.

However, sanctions can also provide
an excuse for inaction. They may placate
public demands for action when Wash-
ington wants to evade responsibility, and
thus they may fail to convey a firm mes-
sage to the target country, which may see
the imposition of sanctions as an indica-
tion that stronger measures are unlikely.
If that is the case, sanctions can weaken
U.S. influence.

Conclusion

Economic policy will continue to grow
in importance as the world becomes more
economically integrated. The greater the
growth in international trade and financial
flows, the greater the role the U.S. econ-
omy will play in international economic
developments. Unlike the Cold War world
of ideological conflict, in which traditional
security concerns dominated policymak-
ers’ thinking, governments now emphasize
the pursuit of material prosperity.

Nevertheless, the increasing promi-
nence of economic issues does not neces-
sarily translate into a greater ability to use
economic instruments of U.S. power. Eco-
nomic instruments are often blunt in two
senses. First, like a blunt instrument, they
work only if swung hard, in which case
they can inflict so much damage that they
can be destructive. For instance, sanctions
are most effective when they are universal,
applied by all countries and affecting all
trade—Dbut in that case, the sanctions in-
flict considerable suffering on the innocent
civilian population. Another example is
the use of economic pressure on an ally
with which the U.S. maintains a close se-
curity relationship, such as Japan. The dif-
ficult task is how to achieve the U.S. eco-
nomic goals without damaging the
security relationship.

Economic instruments are blunt also
in the sense that they are not sharp, that is,
they are not especially effective. Foreign
aid has a mixed record at achieving general
foreign policy goals; for instance, the assis-
tance to Russia has done little if anything
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to improve U.S.-Russian political and secu-
rity relationships. And foreign aid is be-
coming a less powerful instrument as bud-
get pressures reduce the funds available.
As for economic sanctions, despite specific
successes, such as South Africa, and Serbia,
the general rule remains that governments
are unlikely to change their policies in re-
sponse to sanctions; the best sanctions can
usually do is reduce the target govern-
ment’s income, which may hinder its abil-
ity to carry out plans that would damage
U.S. interests.

The most powerful economic instru-
ments that the U.S. government wields are
those that shape the behavior of the private
sector. Rather than spending taxpayer re-
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sources, Washington can often affect the
economies of other nations more efficiently
by offering guidance to the private sector
about overseas political risks, and by estab-
lishing the framework and incentives to
promote private trade and investment
overseas. The recognition that the private
sector is crucial to international economic
relations may in part underlie the declining
importance of budget-based instruments
such as foreign aid and the growing em-
phasis on trade policy.



Introduction

“1he activities of the intelligence
community range from providing
the President with timely and ac-
curate information (especially dur-
ing crises) to monitoring its cus-
tomary array of targets; and from
forecasting new problem areas to under-
taking covert actions when traditional in-
struments of policy are deemed unsuitable
or have proven ineffective.

Prior to World War 11, the United
States lacked a significant intelligence ca-
pacity, as that term is understood today;
such a capacity—both military and civil-
jan—developed during the war. Then, with
the advent of the Cold War came the cre-
ation of a new, permanent intelligence in-
frastructure. The National Security Act of
1947 established the Central Intelligence
Agency (CIA), headed by the Director of
Central Intelligence (DCI), who was given
the responsibility of coordinating all the
agencies of the national intelligence com-
munity. In the mid-1990s, these agencies
include the National Security Agency
(NSA), the Defense Intelligence Agency
(DIA), the individual military service intel-
ligence agencies, the State Department’s
Bureau of Intelligence and Research, the

counterintelligence unit of the FBI, and the
offices—including the National Intelli-
gence Council—that support the DCI, who
has direct administrative control over the
Community Management Staff and the
CIA. In all, some thirteen federal agencies,
most embedded in cabinet departments,
are part of the intelligence community.

Although the current budget and per-
sonnel size of the intelligence community
are classified, both budgetary and person-
nel figures are headed downward. Each
agency is smaller in the mid-1990s than it
was in the late 1980s, and Congress has
mandated further cuts from what the press
speculates was a $28 billion 1995 budget,
so that levels by the year 2000 will be only
about 75 percent of 1985-89 levels.

While the resources devoted to intelli-
gence are shrinking, the objects of interest
to the intelligence community and the de-
mands for intelligence by decision makers
are becoming more far-ranging and di-
verse. With the end of the Cold War, the
overriding threat of the Soviet Union has
been replaced by an increasing array of
smaller threats, each requiring attention
from the intelligence community. These
threats were set forth as follows in the
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Clinton administration’s 1995 statement,
A National Security Strategy of Engagement
and Enlargement:

Because national security has taken on a much
broader definition. . .intelligence must address
a much wider range of threats and dangers. [It]
will continue to monitor military and technical
threats, to guide long-term force development
and weapons acquisition, and to directly sup-
port military operations. Intelligence will also
be critical for directing new efforts against re-
gional conflicts, proliferation of WMD, counter-
intelligence, terrorism, and narcotics trafficking.
In order to adequately forecast dangers to
democracy and U.S. economic well-being, the
intelligence community must track political,
economic, social, and military developments in
those parts of the world where U.S. interests are
most heavily engaged and where overt collec-
tion of information from open sources is inade-
quate. Finally, to enhance the study and support
of worldwide environmental, humanitarian,
and disaster relief activities, technical intelli-
gence assets (principally imagery) must be di-
rected to a greater degree towards the collection
of data on these subjects.

Thus, the post-Cold War world poses
unprecedented challenges for the U.S. intel-
ligence community: it must function effec-
tively, against a broad range of threats, in an
environment of unparalleled openness and
oversight, but with dwindling resources.

As of late-1995, three major studies of
the U.S. intelligence community were un-
derway—the first by the Aspin Commis-
sion, headed by former Defense Secretary
Harold Brown. This commission was
charged with reviewing the efficacy and
appropriateness of community activities,
including, among other issues, the commu-
nity’s roles and missions in providing sup-
port to the defense and foreign policy es-
tablishments; whether the community’s
roles and missions should extend beyond
these traditional areas of support; whether
the existing organizational and manage-
ment framework of the community pro-
vides the optimal structure for executing
the missions; whether existing principles
and strategies concerning collection capa-
bilities should be retained; whether intelli-
gence analysis as structured and executed
adds sufficient value to information al-
ready available to the government to jus-
tify its continuation; whether there is sig-
nificant waste or duplication; and whether
counterintelligence policies and practices
are adequate to ensure necessary security.
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The report of this commission is due in
March 1996.

The second review is being conducted
by the House Permanent Select Committee
on Intelligence, the oversight committee
that deals with the broad range of intelli-
gence issues for the House. This report is
scheduled for completion in January 1996,
two months in advance of the Aspin report.

The third study, organized by The
Twentieth Century Fund, is being done by
a bipartisan panel of distinguished former
State and Defense Department officials, se-
nior intelligence officers, and members of
Congress who have joined the private sec-
tor. The focus of the commission is an ex-
amination of the relevance of the National
Security Act of 1947 in light of post-Cold
War circumstances; the nature of the threat
facing the U.S. intelligence community after
the Cold War; the strategic role of intelli-
gence in a time of growing openness; and
the question of whether the proposed orga-
nizational reforms go far enough to ensure
that the nation’s intelligence capabilities are
going to be effective in the world of the
next century. The report of this commission
is to be ready by June 1996.

Instruments

Strictly speaking, the analytical side of
intelligence is not an instrument of policy
but serves as a support for policy. Unlike
diplomacy or military force, intelligence
analysis does not directly influence the be-
havior of foreign states or entities. Instead,
its practitioners work intimately with the
practitioners of persuasion and coercion
who are striving to achieve such influence.
Strategic intelligence services provide na-
tional security decision makers with the
following:

B Early warning of war and other develop-
ments that could threaten core U.S. interests,
especially when such developments occur in
countries restricting the access of U.S. diplo-
mats and journalists.

B On-going information about foreign coun-
tries” compliance with arms control and
other international treaties.

B Support for negotiators.

# Support for ongoing or anticipated military
operations.




National Security Agency,
Fort George G. Meade, MD—
SIGINT and information security
missions.

STRATEGIC ASSESSMENT 1996

Independent assessments of emerging situa-
tions and problems, including economic
and political developments in key countries
and regions.

B Access to data about emerging technologies.

B Protection against hostile intelligence ser-
vices and others seeking classified informa-
tion about U.S. government activities (coun-
terintelligence).

B The ability to undertake covert action—
specifically, to influence foreign leaders, in-
tervene in foreign conflicts, and alter foreign
political organizations—without leaving vis-
ible evidence of the U.S. government’s in-
volvement. (Covert action differs from other
intelligence community activities in that it is
an instrument of policy, designed to fill the
void between diplomacy and military force.)

Given the multiple roles of intelli-
gence, its instruments fall into four cate-
gories. One—collection—prepares the in-
telligence community to support policy
makers and military commanders. One—
analysis and reporting—is the act of pro-
viding such support. One—counterintelli-
gence—supports U.S. personnel and
agencies by protecting them from the
harmful efforts of foreign intelligence
agencies and other hostile groups. One—
covert action—subsumes any instrument
of influence when it is wielded in such a
way as to keep secret the role of the U.S. or
at least to provide U.S. leaders with plausi-
ble deniability.
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The term “collection” embraces the
multiple means of gathering intelligence in-
formation. Human intelligence (HUMINT),
the oldest type of collection, derives from
operatives in the field. The Directorate of
Operations within the CIA is principally re-
sponsible for clandestine HUMINT collec-
tion; DIA, the State Department, and the
military services also contribute extensively
to HUMINT. Signals intelligence (SIGINT)
is the collection and processing of foreign
communications, noncommunications elec-
tromagnetic radiations, and foreign instru-
mentation signals. SIGINT is the domain of
NSA. Photography, infrared sensors, lasers,
electro-optics, and synthetic aperture radar
produce imagery intelligence (IMINT). CIA
and the Department of Defense (DOD)
share imagery tasking and exploitation, al-
though the actual launch and maintenance
of satellites has been handled by the Na-
tional Reconnaissance Office (NRO). Lastly,
measurement and signature intelligence
(MASINT) comprises intelligence obtained
by analyzing the distinctive features of a
source, emitter, or sender utilizing acoustic,
seismic, particle, multispectral, or other
data associated with it.

As the Cold War developed, U.S. intel-
ligence became increasingly proficient in
the development and deployment of col-
lection systems using advanced technol-
ogy—SIGINT, IMINT, and MASINT.
HUMINT achieved some spectacular suc-
cesses, but these were offset by the USSR’s
penetration of a number of Western intelli-
gence agencies and the subsequent com-
promise of valuable assets. For example, it
has recently come to light that most of the
Cubans whom the CIA recruited during
the Cold War were actually double agents
working for Cuban intelligence. Similarly,
Aldrich Ames’s disclosure of the names of
assets providing intelligence to CIA led to
the death of a number of individuals at the
hands of the Soviets.

Collection and New Technologies. A pro-
found question for the future of U.S. intelli-
gence is the degree to which technology-
based collection systems will retain their
effectiveness. Several developments cast a
long shadow of doubt:
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® Target countries and entities in-
creasingly implement countermeasures as
they become more knowledgeable about
the capabilities (and limitations) of U.S. in-
telligence systems. For example, to pre-
clude the collection of intelligence from
space, many countries calculate when
satellites are over their territories, and at
those times curtail or enshroud activities
that they wish to hide.

® Advances in telecommunications
and information systems, and the growing
prevalence of sophisticated commercial en-
cryption technologies, complicate the col-
lection of data from communications and
computer networks. The essence of the
basic algorithms for encrypting messages
beyond what all but the most powerful
computers can break can be obtained from
the Internet. Using such publicly posted al-
gorithms as “Pretty Good Privacy,” even
strangers can exchange traffic secure in the
knowledge that their transmissions cannot
be interpreted without extraordinary effort.

@ The sheer cost of upgrading and
maintaining space-based collection systems
constitutes an obstacle in light of diminish-
ing intelligence budgets. The press specu-
lates that the U.S. is spending billions of
dollars to upgrade its intelligence satellites.

Collection and New Targets. A still more
telling question for the intelligence commu-
nity is the degree to which it can adapt to
new targets. From the outset of the Cold War
until after the break-up of the Soviet Union,
intelligence resources and manpower were
focused heavily on the Soviet Union and its
spheres of influence. Over the course of
forty-five years, the intelligence community
built an extensive data base on the activities
of the Soviet Union’s military, economic,
civilian and military leadership, and rela-
tions with foreign governments. Analysts
watched the other Warsaw Pact countries as
well, noting, for example, how they per-
formed during military exercises. In the de-
veloping regions of Africa, Asia, South
America, and the Middle East, Soviet client
states received some attention, and the intel-
ligence community also analyzed Soviet in-
fluence in nonaligned countries where con-
ditions appeared ripe for an increased Soviet
presence and the replacement of regimes
committed to neutrality by leaderships ac-
tively hostile to the United States.
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Other major Cold War intelligence tar-
gets included the People’s Republic of
China, North Korea, and Cuba—both be-
cause of their ties to the Soviet Union and
because of the threat they posed to U.S. in-
terests in their regions. Areas of instability
such as the Middle East, Africa, and Latin
America received periodic surges of atten-
tion in response to regional conflicts.
Lastly, the intelligence community devoted
resources to economic and political devel-
opments in countries where the United
States had considerable interests, including
many outside the Soviet bloc for which
open sources were inadequate.

The question has arisen whether the
sources and methods of collection culti-
vated during the Cold War can be trans-
lated to the collection challenges of the
post-Cold War era. For example, the intelli-
gence community developed unequalled
expertise in counting and tracking nuclear
weapons, but monitoring the dismantle-
ment of such weapons and the disposal of
fissionable materials presents some differ-
ent problems.

Shifts in the realm of political analysis
also lie ahead. During the Cold War, intelli-
gence agencies developed a keen sense of
how communist systems functioned. In
contrast, the challenge for political analysts
in the post-Cold War world is to discover
what factors may strengthen democratic
political forces in post-communist societies.

In the area of economic intelligence,
the methods used to develop human
sources and elicit information about the
economic weaknesses of socialist systems
and Cold War adversaries have little rele-
vance to post-Cold War challenges. The ac-
quisition of information about commercial
practices and transactions, and the exper-
tise to interpret financial and business data,
require different sources and skills. The
personnel most knowledgeable about these
subjects are also sought by the private sec-
tor, against whose salaries government can-
not compete. Furthermore, a host of ethical
and methodological questions has arisen
over the possibility of the intelligence com-
munity’s sharing its information with U.S.
business—aiding them, for example, in
their pursuit of a level playing field in in-
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ternational commerce. Former DCI R.
James Woolsey said clearly as he was step-
ping down from his position in early 1995
“We are not in the business of spying for
private firms.” Thus far, the policy remains
unchanged. But the intelligence community
sometimes does pass U.S. firms information
about illicit activities taken against them by
foreign companies and governments. Com-
merce Secretary Ron Brown stated that in
1994 “the intelligence community detected
foreign firms using bribery to undercut U.S.
firms’ efforts to win international contracts
worth $45 billion” and that in almost every
case, the U.S. government informed the
U.S. firm about the bribery attempt.

Other new targets—such as interna-
tional terrorism, crime, and drug traffick-
ing—present their own problems. For in-
stance, counterterrorism operations seek to
prevent terrorist acts. Yet taking preemptive
action usually entails revealing that the U.S.
government was in a position to know of a
terrorist organization’s plans, which in turn
jeopardizes intelligence sources and meth-
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ods. Intelligence professionals must work
closely with law enforcement officials to en-
sure that these sources and methods are not
compromised in the process of providing
foreign intelligence to the law enforcement
community. The same holds true for coun-
ternarcotics operations.

Environmental monitoring is another
new target. Vice President Al Gore led an
effort to make available hundreds of thou-
sands of reconnaissance satellite images.
Some 800,000 declassified images proc-
essed by the National Reconnaissance Of-
fice between 1960 and 1972, released in
February 1995, are available on the Inter-
net. Similarly, both France and Russia are
offering satellite imagery for sale to com-
mercial and other customers, a practice
likely to spread. Environmental targets are
becoming part of the tasking of imagery
satellites. But intelligence personnel who
interpret such images may find that exper-
tise in identifying the signatures of Soviet
military forces does not necessarily trans-
late into a facility for addressing environ-
mental issues.

Some new targets seem to fit a tradi-
tional mold yet actually differ drastically.
For example, the intelligence community
traditionally supported U.S. intervention
operations by providing early warning of
volatile situations. But this role is greatly
complicated to the extent that the issues
driving U.S. foreign policy are unclear. As
Les Aspin, the late chairman of the Com-
mission on Roles and Capabilities of the
U.S. intelligence community, noted, “Using
the military to protect our values over-
seas . ..drives the intelligence community
crazy because there is no way to anticipate
where values issues might crop up next.”

Another example is the use of satellite
photos to detect a new kind of suspicious
military activity, namely, war crimes, as in
Bosnia. Such use creates great pressure to
reveal photo data, which the U.S. has tra-
ditionally been extremely reluctant to do.
Indeed, after revealing evidence of mass
graves dug by Bosnian Serb forces, the
U.S. was not willing to provide all of its in-
telligence on the subject to the interna-
tional tribunal judging war crimes in the
former Yugoslavia.
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While adaptation to these circum-
stances has been reasonably successful, it
has not been without problems. Most
means of collection—in particular, satellite
imaging—were designed to cover the So-
viet Union. Within the constraints of
physics, satellites have been adapted
through new technologies to cover targets
for which they were not originally de-
signed. According to John Pike of the Fed-
eration of American Scientists, the new
satellites can cover a wider area than the
old. However, certain targets remain out-
side their range and must be accessed by
alternative collection means, sometimes
with the assistance of foreign partners who
are unproven allies.

Open-Source Information. The opening
up of the former Soviet Union, combined
with the information revolution, has pro-
vided a wealth of unclassified data that
was hitherto unavailable. The explosion in
open-source information creates yet an-
other set of conceptual challenges for intel-
ligence analysis.
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Some experts estimate that more than
80 percent of the data used by the intelli-
gence community comes from open sources,
and CIA and NSA are probably the only
U.S. government agencies that have the
technical capability to handle the vast quan-
tities of information available. Such volume
puts enormous strains on the systems de-
signed to filter the intake and on the ana-
lysts who must process what is left.

Another effect of greatly increased
open-source information is the decreasing
dependence on the intelligence community
in some segments of the national security
community. CNN is available in most oper-
ations centers and other government of-
fices, as is increasingly the Internet, to sat-
isfy multiple information needs. Some
intelligence consumers prefer to probe their
own sources and private contacts—either
academics or foreign counterparts or col-
leagues whom they trust. One reason is that
such information does not necessarily come
with the cumbersome restrictions on use
that accompany the output of the intelli-
gence community. As a result, the intelli-
gence community will in the future have to
compete for customers as it never did when
much information about the Soviet Union
could be acquired only through sensitive
sources, and such competition will require
that the community add intelligence value
to information it obtains from open sources.

These facts have led some to question
the need for maintaining an elaborate and
expensive intelligence establishment at all.
But aside from the issue of information not
available from public sources, major dis-
tinctions still exist between information
and intelligence. Journalists—the primary
purveyors of information—generally de-
scribe what they have observed or have
been told, often without the time, experi-
ence, and expertise to analyze or evaluate
the implications of this information. Intelli-
gence, however, constitutes information
from a variety of sources that has been ana-
lyzed by specialists and tailored to the spe-
cific needs of the user. Thus, it will remain
true that some key questions of policymak-
ers and military commanders will be an-
swerable only by the intelligence commu-
nity. And those who take advantage of the
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community’s capabilities will find that no
media organization, think tank, or acade-
mic research can match the intelligence
community for timeliness, responsiveness,
and access to otherwise unavailable infor-
mation—particularly when analysts under-
stand their customers requirements.

NS TR D T & SO

For reasons of economy and security,
national intelligence agencies were dis-
persed during the Cold War. While most
remain in and around the Washington area,
their geographic separation has made it
difficult to develop a closely knit group of
experts who could convene easily to deal
with intelligence issues. Fortunately, new
technology makes virtual meetings using
audio-visual technology a reality. This also
permits analysts deployed in the field to
interact more productively with their
Washington counterparts.

The intelligence community’s princi-
pal analytical organizations are the Direc-
torate for Intelligence within the CIA, most
of DIA, and the Bureau of Intelligence and
Research in the State Department. These
agencies have produced some impressive
results, such as the analysis that sustained
the Western effort to control exports of sen-
sitive technologies to communist countries
during the Cold War. But some post-Cold
War concerns—for example, crises requir-
ing the deployment of U.S. forces for brief
periods—are short-lived, unlike the endur-
ing concern over the Soviet Union. Even
though budgets are declining, the intelli-
gence community is still expected to pro-
duce timely and accurate intelligence on
these situations, some of them involving
countries about which little previous data
has been developed.

Outside Expertise. While information
data bases can be built up over time and up-
dated if resources allow, it is not cost-effec-
tive or even possible to maintain a cadre of
specialists with the expertise to cover all
possible contingencies. Therefore, the com-
munity has occasionally had to find ways to
acquire the expertise it needs through non-
traditional means. A case in point is the use
of Kuwaiti students studying in the U.S.
during the build-up to Desert Storm, when
the number of capable Arabic linguists in the
U.S. military and the intelligence commu-
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nity proved insufficient to meet the demand.
Similarly, it is occasionally necessary to call
upon the academic community for expertise
that the intelligence community lacks.

The United States” growing involve-
ment in U.N. operations, and Washington’s
commitment to provide intelligence to sup-
port allied operations other than war, has
led not only to greater sharing of intelli-
gence with foreign governments but also to
increased reliance on foreign expertise. The
result so far is mixed. The United States
still contributes the preponderance of intel-
ligence to such operations; some coalition
partners have been unwilling to provide
their input on other than a bilateral basis
with the United States. The storage and
protection of intelligence documents have
been problematic, as exemplified in the So-
mali operation by the discovery of classi-
fied material in an unguarded U.N. area.
Intelligence support for U.S. military forces
deployed in U.N. operations poses special
problems. Deployments often occur in re-
gions where neither the United Nations
nor the United States has a complete pic-
ture of conditions on the ground. Such sit-
uations increasingly require cooperation
with the private sector—private voluntary
organizations (PVOs), for example—to
gather information about infrastructure,
language, customs, culture, and othei sub-
jects useful for humanitarian and peace op-
erations. Some PVOs have been tradition-
ally reluctant, if not averse, to cooperating
with military forces or intelligence organi-
zations and only recently have warmed
somewhat to these interactions.

Changes in Customer Support. Within
the intelligence community, major changes
have occurred in customer support since
the end of the Cold War. However, these
changes did not result from the altered
strategic environment as much as from the
increased integration of intelligence profes-
sionals into policy and military staffs and
from dramatic changes in technology.

By virtue of the changes in informa-
tion technology, users of intelligence infor-
mation, from policymakers to military
commanders and their staffs, can retrieve
some material directly from community
data bases. Rather than waiting for the re-
sults of standing or special intelligence
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requirements, customers can acquire tai-
lored intelligence almost as easily as they
can access information from the Internet
and other unclassified data bases. In addi-

tion to established hard copy intelligence
publications, the Defense Intelligence Net-
work provides televised reports of intelli-
gence-based news events to senior levels in
the Pentagon and the field. Intelink, the in-
telligence professionals’ Internet, provides
access to an expanding array of intelligence
products and data bases and represents a
powerful new tool in their analytical kit.
But just as insufficient intelligence can
pose a problem, too much unfiltered infor-
mation can also impede sound policy and
decision making. While technology also ad-
dresses this problem, it remains the respon-
sibility of the intelligence community, par-
ticularly in a crisis, to deliver only the
information needed to make timely, sound
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decisions. For example, during the buildup
to the Gulf War, one of the earliest and most
challenging problems facing the intelligence
community was limiting the intelligence
sent to Riyadh. Without pre-selection, cus-
tomers would have been overwhelmed by
data and unable to pick useful material out
of the mass of information.

But no amount of technological ad-
vance will matter if customers are unaware
of the availability of intelligence, or choose
not to use it. While this is a timeless prob-
lem, it has acquired added importance in
the information age. In Desert Storm, one
U.S. division commander executing the
“Hail Mary” to flank Iraqi forces from the
west was fully informed of Iraqi military
activities throughout the operation, while
another, executing a parallel mission, oper-
ated without such intelligence. The former
had experts who knew how to obtain and
use the relevant intelligence, something
which the latter apparently lacked. Such
situations will prove increasingly detri-
mental to the performance of coordinated
operations in the future. To optimize intel-
ligence, therefore, policymakers and mili-
tary commanders must have experienced,
well-trained intelligence officers and
should understand the basics of the intelli-
gence community and how it can serve
their needs. Ideally, customers should also
hold periodic meetings with the intelli-
gence officers who support them. In such
instances, the quality of intelligence sup-
port increases immeasurably.

Support to Military Commanders. While
each military service has its own intelli-
gence organization, U.S. planners have long
recognized the value of independently pro-
duced national intelligence. Such intelli-
gence can serve as a check on the work of
operational commanders” own intelligence
units and add both breadth and detail to
the strategic picture. Moreover, though mil-
itary intelligence personnel may train for a
wider range of contingencies, the services
concentrate on tactical intelligence unique
to their needs. They cannot devote suffi-
cient resources to develop expertise for all
possible operations. And when the exper-
tise of their own intelligence agencies falls
short, military commanders will look to the
broader intelligence community to provide
the required expertise.
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Intelligence Quotations

Those who use technical intelligence almost always do so with preconceptions that they
bring to the analytical process. There is rarely disagreement over what a picture shows,
for example, but what it means is often the subject of intense debate.

—Witliam E. Burrows, Deep Black

No combat commander has ever had as full and complete a view of his adversary as did
our field commander. Inteiligence support to Operations Desert Shield and Desert Storm
was a success story.

—General Colin Powell,
former Chairman, Joint Chiefs of Staff

The reason the enlightened prince and the wise general conquer the enemy whenever
they move and their achievements surpass those of ordinary men is foreknowledge.
—Sun Tzu, The Art of War

It is not easy fo define counterintelligence. Practitioners themselves disagree about the
meaning of the concept. At a minimum, however, counterintelligence can be defined as
the identification and neutralization of the threat posed by foreign intelligence services,
and the manipulation of those services for the manipulator’s benefit.

—Roy Godson, Intelligence Requirements
for the 1980s: Counterintelligence

In the past, however, some intelli-
gence support to military commanders
has been inconsistent in quality, presented
in a form or at a time that made it difficult
to use, pitched at so general a level that it
frustrated commanders making concrete
decisions, or provided from too many
technical sources to offer a coherent pic-
ture. “Good intelligence,” DCI John
Deutch noted in an address to the 1995
graduating class at the National Defense
University, is “particularly important at a
time when we have a smaller military
that is being asked to take on a wider
number of different challenges in remote
and unfamiliar areas of the world.” But to
make a difference, Deutch continued, the
national agencies “must be clearly fo-
cused on the needs of the warfighter.”
Thus, intelligence collection and analysis
organizations must continue to provide
information for military commanders that
is more timely, accurate, attuned to the
specific needs of operational comman-
ders, and presented in a form tailored to
battlefield situations.
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According to the DCI, intelligence pro-
motes battlefield awareness by providing
“joint force commanders real-time, or near
real-time, all-weather, comprehensive, con-
tinuous surveillance and information.” A
newly established Associate Director of
Central Intelligence for Military Support is
to ensure that, despite their multiple priori-
ties and consumers, intelligence agencies
continue to meet the special needs of the
military and the circumstances of the bat-
tlefield. This requires closer attention to
how the intelligence community dissemi-
nates its data during wartime conditions
and how it receives feedback from its mili-
tary customers.

Press reports speculate about organiza-
tional changes to improve the coordination
among analysts of satellite imagery, includ-
ing use of the same data for intelligence
analysis and map making. In 1995, eleven
separate agencies did their own imagery
analysis, according to press reports uncon-
firmed by official sources. In October 1995, a
reorganization of the imagery activities into
one consolidated agency was announced.

Commanders, in turn, must strive to
articulate better how national intelligence
can serve their tactical needs. For instance,
the traditional written intelligence report
has been supplemented and complemented
by a growing array of multimedia products
that often help in the planning and execu-
tion of combat operations. Technologically,
this intelligence can be transmitted simulta-
neously to the commander and the individ-
ual soldier in the field, which, from the
commander’s perspective, creates problems
for maintaining command and control.
That is a new dimension in information the
services have yet to understand fully.

As former CIA Deputy Director for In-
telligence Douglas MacEachin described in
a 1994 working paper to the Washington-
based Consortium for the Study of Intelli-
gence, the community must ensure that
the needs of the customer are the driving
factors in the production of intelligence
and that analytic tradecraft emphasizes
both the facts and the findings derived
from them. Opinions must be linked to
“what is known, how it is known, and
with what level of reliability”—in short,
the rigorous application of principles of
analytic tradecraft.
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Counterintelligence aids national se-
curity by protecting U.S. forces and gov-
ernment agencies and their personnel
against espionage, sabotage, assassina-
tions, and terrorism conducted on behalf of
foreign powers and organizations.

In 1995, despite the end of the Cold
War, the United States remains the primary
intelligence target for many countries, in-
cluding some traditional allies who have
increased their attempts to acquire eco-
nomic and corporate secrets. What has
changed in the post-Cold War world is the
ease with which foreign intelligence ser-
vices can operate in the United States. The
relaxation of security concerns, plus ad-
vances in penetration techniques, has
made it increasingly difficult for the United
States to implement successful counterin-
telligence measures.

Porous international borders and mar-
ket-driven decisions create pressure for the
national security community to relax limi-
tations on the export of hitherto restricted
technologies. A growing number of coun-
tries thus have access to advanced technol-
ogy that previously was difficult to acquire
outside of the United States and its allies.
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As a result, U.S. systems that protect sensi-
tive information are increasingly vulnera-
ble to exploitation. The steady expansion
of computer networks, the growth in cor-
porate and political intelligence stored in
networked computers, and the continuing
internationalization of the public phone
system, private communications networks,
and the Internet have created new chal-
lenges in protecting information. Software
tools to break into and read sensitive infor-
mation are freely available all over the
world. In addition, the challenge of pro-
tecting sources and methods, the pressure
to downgrade and declassify information,
declining security standards, and leaks and
espionage have produced vulnerabilities
that are increasingly difficult to counteract.

On the other hand, though Aldrich
Ames was a Cold War spy, his arrest in
1994 did dramatize for the country the seri-
ous problems that can result from lax secu-
rity and ineffective counterintelligence.
This scandal prompted the Clinton admin-
istration, at the insistence of Congress, to
alter counterintelligence structures and to
require the FBI and CIA, with assistance
from other intelligence agencies, to work
together more closely to define current and
future threats and implement countermea-
sures. As part of this renewed emphasis on
counterintelligence, the National Counter-
intelligence Center, created in 1993 by Pres-
idential Decision Directive 24, maintains an
extensive data base on foreign intelligence
activity and provides intelligence support
to the counterintelligence operations of the
FBI and CIA.

it Ag

Covert action uses intelligence assets
and capabilities to influence foreign gov-
ernments, events, organizations, or per-
sons in support of foreign policy objec-
tives while concealing the actions’
sponsor, or at least allowing plausible de-
niability. Covert actions are the responsi-
bility of the intelligence community,
which may draw for support on other
government agencies, such as the mili-
tary’s special operations forces.
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Covert action became a staple of the
four-decade struggle between the commu-
nist East and the democratic West. The
KGB's covert action typically tried to sub-
vert noncommunist governments and po-
litical movements—in Europe, Latin Amer-
ica, Africa, and Asia, as well as the United
States. A CIA covert-action capability de-
veloped primarily to counter these initia-
tives, giving U.S. policymakers an effective
option in situations where diplomacy or
foreign aid were insufficient, but the use of
military force or overt political or economic
intervention was inappropriate. Such ac-
tion was a key element in the immediate
postwar struggle for political power in
southern and western Europe. Over subse-
quent years, CIA covert operations ranged
from small, discrete efforts, such as sneak-
ing banned publications into communist
states and bankrolling selected noncom-
munist politicians, to supporting large-
scale conflicts in such theaters as
Afghanistan and Angola. In rare instances,
most notably in the Iran-Contra affair, the

White House assumed control of covert ac-
tion, effectively taking it out of the hands
of the CIA.

As an instrument of policy, covert ac-
tion has always generated controversy. Its
supporters stress the importance of ex-
panding the range of instruments available
to policymakers and the utility of an option
that does not bear the fingerprints of the
U.S. government. Detractors focus on the
difficulty—which approaches impossibility
as operations grow large—of keeping
covert action secret, and the damage to
U.S. credibility and interests that can ac-
company the exposure of these actions.
Critics also point out the inherent tension
between the world of covert action and the
world of democratic government. Secret
operations are susceptible to abuse unless
carefully overseen. This danger has been
highlighted recently by public allegations
concerning a CIA connection with a
Guatemalan intelligence officer involved in
serious human-rights abuses.

President Clinton on the Future of Intelligence, July 14, 1995

Today, because the Cold War is over, some say that we should and can step back from the world and that
we don’t need intelligence as much as we used to; that we ought to severely cut the intelligence budget. A few
have even urged us to scrap the Central Intelligence service. | think these views are profoundly wrong. | believe
making deep cuts in intelligence during peacetime is comparable to cancelling your health insurance when
you're feeling fine.

Following the Cold War, instead of a single enemy, we face a host of scattered and dangerous chal-
lenges. .. There are ethnic and regional tensions that threaten to flare into fuli-scale war in more than thirty
nations. Two dozen countries are trying to get their hands on nuclear, chemical, and biological weapons. As
these terrible tools of destruction spread, so too spreads the potential for terrorism and for criminals to acquire
them. And drug trafficking, organized crime, and environmental decay threaten the stability of new and emerg-
ing democracies, and threaten our well-being here at home.

Earlier this year, | set out in a presidential decision directive what we most want [the intelligence commu-
nity] to focus on. .. . First, the intelligence needs of our military during an operation. If we have to stand down
Iragi aggression in the Gulf or stand for democracy in Haiti, our military commanders must have prompt, thor-
ough intelligence to fully inform their decisions and maximize the security of our troops.

Second, political, economic, and military intelligence about countries hostile o the United States. We
must also compile all source information on major political and economic powers with weapons of mass de-
struction who are potentially hostile to us.

Third, intelligence about specific transnational threats to our security, such as weapons proliferation, ter-
rorism, drug trafficking, organized crime, illicit trade practices, and environmental issues of great gravity.

Let me say that | know the Ames scandal has colored a lot of the current debate over the future of the
ClA. ... It's important that we don’t minimize the damage that Ames did or the changes that need to be made to
prevent future scandals. But Aldrich Ames was a terrible exception to a proud tradition of service—a tradition
that is reflected in the fifty-nine stars that shine on the CIA’s memorial wall in honor of those who gave their
lives to serve our country.
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The end of the Cold War renewed the
debate over whether a significant need for
such a capability remains. But the emerg-
ing missions for the intelligence commu-
nity—particularly the interconnected
threats of proliferation of weapons of mass
destruction, international terrorism, and
international organized crime—suggest
strongly that the need for covert action
persists. The next critical challenge will be
to develop a covert capability whose oper-
ations can be monitored by overseers in the
executive and legislative branches, while
still proving effective against the sophisti-
cated networks run by international crimi-
nal syndicates, illicit arms merchants, and
rogue governments.

Conclusions

An intelligence community is always
suspect in an open society, but during the
Cold War the U.S. intelligence community
established itself as a major element of na-
tional security. With the end of the Cold
War, that positive perception has begun to
fade, and not only because of a traditional
aversion to secrecy. There have also been
the Ames scandal; questions about the
quality, accuracy, timeliness, and relevance
of intelligence; concerns over the control of
covert activities; a belief that the intelli-
gence community needs to be restrained
and streamlined; and a conviction that tax
dollars should go to undertakings that
more directly serve the U.S. public.

The numerous proposals that have
been made to re-examine the structure and
functions of the intelligence community in
light of the dissolution of the Soviet threat
have ranged far and wide, but a common
theme is that the community needs to be
streamlined, downsized, refocused on new
targets, and generally made more efficient.
Some argue that the expensive systems re-
quired to support intelligence, to say noth-
ing of the organizations that produce it, are
costly excesses in the post-Cold War world
and that public funds should not be spent
to acquire information available in the
public domain. The current reviews in the
executive and legislative branches as well
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as the private sector may well reach the
same conclusion, although it is not clear
the various recommendations coming out
of these studies will be acted on in an elec-
tion year.

If recent crises are predictive of the fu-
ture, a substantial increase in HUMINT
collection will be needed to answer the in-
telligence questions posed by the crises of
today and the future. Among the most im-
portant intelligence needs in Bosnia-like
conflicts are insights into the intentions of
the leaders and their warring factions, for
which the human collector is critical. Em-
placement of sources and their cultivation
take many months if not years, and the
U.S. intelligence resources may not be suf-
ficient to meet the demand.

Technology and automation can offset
some of the loss of personnel, but trained,
analytical expertise remains beyond the ca-
pacity of the computer. Community ana-
lysts have learned over many years not to
be bound by rigid intelligence require-
ments but to anticipate where resources
must be reapplied to meet emerging intelli-
gence needs. Even before the end of the
planned downsizing, it is clear that more
selectivity will be required, despite the risk
that priority will be given to the wrong tar-
gets and techniques.

The next decade will be an unsettling
time. The U.S. intelligence community will
not receive funding sufficient to achieve
the levels of expertise it enjoyed during the
Cold War, and the principal challenge will
thus be to identify the level of effort that
will produce the most useful intelligence at
the lowest cost. As its funding shrinks, the
size of the community will also shrink, and
the community will likely be reorganized,
resulting in some amalgamation of func-
tions at the national level and perhaps the
elimination of others. The argument that
today’s threats require more, not less, intel-
ligence has not been persuasive thus far.
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APTER SEVEN

Introduction

he productive and technological
base of a nation is the foundation of
its national power. As Hemocrates
noted 2400 years ago, the ability to

=i wage war—as well as to influence
events in the world without using military
power—depends to a large degree upon a
nation’s wealth. A strong productive base
provides the means and leverage for action
and can significantly enhance a nation’s
prestige and ability to influence the out-
come of international events.

The view that the productive and tech-
nological base is the foundation of national
power was expressed in 1989 by Harvard
scholar Paul Kennedy in The Rise and Fall of
the Great Powers:

[The] historical record suggests that there is a
very clear connection in the Jong run between
an individual Great Power’s economic rise and
fall and its growth and decline as an important
military power...Technological and organiza-
tional breakthroughs .. . bring greater advantage
to one society than another.

For over forty years, U.S. strategic pol-
icy was directed at maintaining a techno-
logical edge over the USSR. The Cold War
was, to a significant extent, a contest be-
tween the superpowers’ productive and

technological bases. The United States and
the Soviet Union devoted large portions of
their respective national wealth and pro-
ductive capacity to wage the Cold War. As
the conflict progressed, the productive
bases from which these nations” power
arose diverged significantly.

Although the rate of increase of U.S.
gross domestic product (GDP) slowed con-
siderably after the mid-1960s, all except
three of the thirty years between 1965 and
1995 saw real growth in the economy. While
it is difficult to secure reliable GDP data for
the former Soviet Union, it seems clear in
retrospect that the Soviet productive base
suffered some long and serious setbacks in
the last decades of its existence. The declin-
ing Soviet productive base could not sup-
port both the demands of the military estab-
lishment and the demands of the Soviet
people. Perhaps more than any other single
factor, this poor economic performance led
to the demise of the Soviet Union as a su-
perpower and its subsequent dissolution as
a state. Had the GDP of the Soviet Union
expanded at a rate of 3 percent annually in-
stead of declining, the superpowers might
still be waging the Cold War.

This chapter examines the major forces
affecting the U.S. productive and technolog-
ical base in the mid-1990s, and addresses
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the question of what role the U.S. govern-
ment can play in reinforcing important sec-
tors of the productive base and in translat-
ing industrial might into an effective
instrument of national power. The forces
examined are:

@ The relationship between manufac-
turing and services.

@® The impact upon national power of
increased globalization.

® The rise of information technology
as a strategic industry.

® The effects of downsizing on the
defense industrial base.

Instruments
Manufacturing and Sexrvices

The most basic distinction in the pro-
ductive base (construction, agriculture, and
mining aside) is between manufacturing
and services, though the dividing line has
become blurred as manufacturers increas-
ingly rely upon services from outside firms.

The shift from a manufacturing to a
more service-based economy may be seen
in changes in employment. In 1970, 27 per-
cent of the U.S. nonagricultural work force
was employed in manufacturing. By 1993,
the figure was only 16 percent. During the
same period, service-sector employment
increased from 67 to 79 percent. Manufac-
turing employment fell from 19.4 million

to 17.8 million work-
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ers; and employment
in services increased
from 47.3 million to
87.2 million workers.
Although this shift
is not a new phenome-
non—as long ago as
1900, more Americans
worked in services than
in manufacturing—the
magnitude of the shift
has given rise to a num-
ber of concerns. Most
pertinent here, this shift

raised doubts as to
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base. But these doubts
may be premature, for

INSTITUTE FOR NATIONAL STRATEGIC STUDIES

1996

the strength of a nation’s manufacturing
base cannot be determined solely on the
basis of employment trends, and waging
war has become less dependent on large
numbers of classical military instruments.

In fact, employment data is downright
misleading: despite a decline in manufac-
turing employment, total U.S. manufactur-
ing production almost doubled between
1970 and 1993—an increase of over 3 per-
cent annually. The durable-goods sector—
of which producers of military hardware
are a part—more than doubled its produc-
tion during the same period. Since 1982,
durable-goods production increased more
rapidly than total industrial output. De-
clining employment combined with in-
creased output suggests that improve-
ments in productivity have been
proceeding apace.

Productivity, although an increasingly
elusive quantity to measure, is the single
most telling indicator of the performance
of a nation’s productive base. And sus-
tained increases in productivity over time
are a crucial foundation of national power.
Indeed it is the relative productivity of a na-
tion’s productive base that counts, that is,
not simply how productive the U.S. econ-
omy is in absolute terms but how well it is
doing compared to its competitors. In ad-
dition to relative productivity perfor-
mance, the sheer size of the U.S. produc-
tive base provides foundational support
for national power. To take an extreme ex-
ample, a super-productive small economy,
such as Luxembourg, could not match the
military power of a huge but generally in-
efficient power, such as Russia.

Between 1965 and 1995, Germany and
Japan made significant strides to close the
productivity gap with the United States but
have not yet caught up. A 1992 McKinsey
study comparing U.S. manufacturing and
service productivity with that of the United
States’s international peers found that the
U.S. still maintained an edge in overall pro-
ductivity compared to Britain, Germany,
France, and Japan—despite Japan’s much-
touted dominance in certain high-profile in-
dustries, such as metal products, automo-
biles, and electronic equipment.

The manufacturing sector continues to
be the workhorse of productivity improve-
ment for the United States. Regardless of
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U.S. Workforce in 1993

Source: Business Week, November 7,1994

Note: Goods inciude mining, manufacturing, and most utilities. Services, include
people-oriented jobs such as hotels/restaurants, banking, most health care, govern-
ment, and elementary education. The information sector is narrowly defined to in-

clude communications, computers, software, entainment, and higher education.
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its apparently poor
productivity perfor-
mance, the service sec-
tor too has great poten-
tial as an instrument of
national power. It in-
cludes among other in-
dustries transportation
and communications,
both of which are sig-
nificant force multipli-
ers in the event of con-
flict. For example,
many of the world’s
manufacturers have
been  substituting
transportation and
communications assets
for large inventories,
resulting in so-called
just-in-time inven-
tory—a process that
the military can adopt,

and to some degree al-
ready has.

In the past, the essential link between
the productive base and national power
was the ability to increase production runs
of weapons. World War II and the Korean
War provide prime examples of when the
time necessary to close the gap between
productive output and military require-
ments was paid for in blood and territory.
However, many analysts suggest that fu-
ture wars will be of short duration and will
therefore be fought with on-hand weapons
and munitions, obviating the need for a
massive industrial mobilization.

Thus, the more relevant questions may
be whether the industrial base can, on an
ongoing basis, supply the new technologies
and weapons that will ensure an over-
whelming advantage for U.S. and allied
forces, and whether the military can rapidly
incorporate these new technologies into its
inventory. The answers are not clear.

When the Department of Defense
(DOD) was the major buyer of high tech-
nology in the marketplace, it was assured
tirst access to leading-edge technologies.
DOD no longer enjoys this position in most
high-tech markets: its expenditures for the
latest computers, electronics, and telecom-
munications technology have been sur-
passed by a rapidly expanding civilian
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marketplace. This raises the issue of
whether the defense-acquisition system
can respond to changing needs and chang-
ing technologies fast enough so that front-
line warriors have at their disposal the lat-
est and best technology that industry can
provide. The present acquisition system
may be unable to shorten its delivery lead
time (seven to fifteen years, as of 1995) and
thus unable to take advantage of high-tech
production commercial-development cy-
cles of two to five years. The Clinton ad-
ministration’s Federal Acquisition Stream-
lining Act (FASA) of 1994 made some
significant steps toward simplifying the ac-
quisition system, but, to a large degree, the
focus of FASA was on the many small pro-
curements the government makes rather
than on the acquisition of major weapon
systems, where there are few actions, but
each involves much money. The agenda of
Vice President Gore’s National Perfor-
mance Review (NPR) also included the ob-
jective of streamlining procurement. FASA
and NPR have thus far fajled to produce
significant acceleration of major systems
procurement. Those undertaking acquisi-
tion reform have to overcome serious polit-
ical, cultural, and organizational obstacles.

As an example, DOD’s continual re-
liance upon outdated military specifica-
tions (milspecs) is seen by some as evidence
of the acquisition system'’s inability to ag-
gressively provide the best and latest tech-
nologies to U.S. warriors. While this allega-
tion has the ring of truth, it is important to
remember that in a manufacturing environ-
ment, specifications are one of the founda-
tions of production. Additionally, there are
many areas of military equipment produc-
tion where there are no commercial specifi-
cations available. The issue is not simply
avoidance of milspecs, but rather the iden-
tification and use of the latest and best
specifications to describe the requirement.

There are many examples where the
DOD acquisition system was adjusted to
accommodate new threats and new reali-
ties: the Polaris missile program, the nu-
clear-power program, and the many secret
(“black world”) efforts. If the productive
base is to be used effectively as an instru-
ment of national power in this era of rapid
development and obsolescence of tech-
nologies, the acquisition system will be
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sorely challenged to be an enabler, giving
the military access to the dynamic develop-
ments in computing and telecommunica-
tions, rather than a hindrance. In a future
conflict or arms race, the nation with the
shortest acquisition lead time and product-
cycle time will have a distinct advantage.

The environment in which the U.S.
productive and technological base operates
has changed dramatically since the end of
World War II. That changing environment
has affected the ability of the United States
to use its productive and technological
base as an instrument of national power.

The environment may be character-
ized as one of increasing global economic
interdependence, that is, globalization.
Both the work force and the manufacturing
base are increasingly global. Capital flows
over national borders essentially unim-
peded. Globalization has been greatly facil-
itated by the peace among the major indus-
trial nations since 1945, the revolutions in
telecommunications and transportation,
technological changes in the manufactur-
ing processes, and the rapid increase in
world trade.

Globalization has advantages and
costs. On the one hand, it promises ever
improving levels of efficiency and qual-

ity—provided that
trade barriers are not

Real GDP Growth 1989-96
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erected by those na-
tions that perceive
themselves to be at a
disadvantage. On the
other hand, it is per-
haps the single most

important threat to na-
tional sovereignty in

the mid to late 1990s.
There is an inherent
conflict between the
idea of economic open-
ness and the desire for

S

United States

national control. The
continued reluctance
of the nations of the
European Union to
embrace a single cur-
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Note: Data compare 1996 projected GDP to 1988 GDP at constant price.

rency and a single cen-
tral banking system,

76 INSTITUTE FOR NATIONAL STRATEGIC STUDIES

despite much rhetoric favoring such insti-
tutions, is a clear example of this conflict.

Indicators of Globalization. In 1959,
U.S. exports accounted for 4.2 percent of
GDP. By 1993, this figure had grown to
10.4 percent. Of this, about one-quarter is
services and one-tenth is agricultural
products. Services is the fastest growing
portion of U.S. exports. At the same time,
advanced technology products account for
more than 23 percent of total U.S. exports.
Between 1990 and 1993, the U.S. trade in
advanced technology products increased
by more than 16 percent.

Perhaps the most significant change in
the nature of U.S. trade is the substantially
increased role of multinational corpora-
tions and intrafirm trade. In 1990, multina-
tional firms accounted for more than 75
percent of the total U.S. trade in goods. It is
estimated that about one-third of U.S. ex-
ports goes to multinational firms” own sub-
sidiaries abroad. Another one-third is ex-
ported from foreign-owned companies in
the United States to their parent firms” own
countries. To further compound the confu-
sion over national production and trade,
the import content of U.S. exports rose
from 10 percent to 14 percent between 1987
and 1992.

While the United States and the world
have seen rapid growth in trade, increases
in international financial transactions and
investment have been even more signifi-
cant. In 1993, about $1 trillion per day was
traded around the world in a globalized
exchange market that never closes. The
rapid increases in capital movements and
market influences on exchange rates have
done much to circumscribe the power of
national central banks. The September 1992
failure, in the face of market opposition, of
the Bank of England’s efforts to maintain
the prescribed value of the pound sterling
within the European Exchange Rate Mech-
anism illustrates the point.

Foreign direct investment in the
United States grew from $83 billion in 1980
to more than $445 billion in 1993. Japan has
22 percent of the total, compared to 59 per-
cent for the European Union (including 21
percent for Britain and 15 percent for the
Netherlands). Thirty-eight percent of for-
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Distribution of Internet Hosts by
Region of the World, July 1995
(in millions)

United States
415

Europe
1.19

[Number of users is approximately 10 times the number of hosts.]

Source: ZONE program run by Mark Lotter, Network Wizard.

Worldwide Information Technology
Sales, 1993
Rest of World

. Rest of Asia
Latin America

* Japan

Total = $380 Billion

Source: Computer Industry Report, August, 1994.
Note: Includes hardware and software other than network services.

eign direct investment is in
manufacturing, 9 percent in
petroleum, 10 percent in fi-
nance, and 16 percent in re-
tail and wholesale trade.
U.S. affiliates of foreign
companies accounted for al-
most 6 percent of U.S. GDP
in 1992, compared to 4 per-
cent in 1987.

By contrast, from 1980
to 1993, U.S. direct invest-
ment abroad grew from $215
billion to $548 billion, of
which 18 percent is invested
in Britain and 13 percent in
Canada. Europe remains the
most popular location for
newly acquired affiliates,
which indicates that access
to well-ordered and estab-
lished integrated markets
seems to outweigh access to
low-wage labor markets in
direct U.S. investment deci-
sions. Thirty-eight percent
of U.S. direct investment
abroad is in manufacturing,
while petroleum accounts
for 11 percent, and finance
26 percent.

Manufacturing,
petroleum, and finance in-
terrelations raise the possi-
bility of one government’s
using leverage in other
countries to influence the
outcome of global issues.
On the surface, it may ap-
pear from the relative bal-
ance of U.S. and foreign di-
rect investments that other
governments may have as
much potential leverage as
the United States. How-
ever, this is not the case.

For while total direct foreign investments in
the U.S represent 6.6 percent of U.S. GDP,
the United States has considerably larger
relative investments in other countries. For
example, 1991 U.S. direct investment in
Britain represented about 7.7 percent of
their GDP, while British investment in the
U.S. was only 1.8 percent of U.S. GDP. The
same can be said of almost all other coun-

tries except Japan, whose direct investment
in the U.S. is 1.6 percent of U.S. GDP, while
U.S. investment in Japan is only 0.7 percent
of the Japanese GDP.

Globalization and U.S. National Influ-
ence. Use of any economic leverage power
to influence international outcomes needs
to be country specific and industry specific.
The U.S has potentially more influence in
some countries than in others and is clearly
more vulnerable to return influence by cer-
tain countries.

The same specificity may be required if
trade is to used as a lever of national power.
The U.S. relationship with Japan and China
are perhaps extreme examples. China’s ex-
ports to the United States grew from $2.8
billion in 1987 to $22.8 billion in 1993, giv-
ing the U.S. perhaps some influence not
previously held with China. By contrast,
the large and pervasive trade deficit with
Japan places U.S. national power in some
question. Some suggest that the U.S. enjoys
the perverse power of the debtor over the
creditor who threatens nonpayment.

Nonetheless, because of its historic po-
sition favoring free trade, the size of its
market, and its industrial power, the
United States is in a unique position to use
the global marketplace as an instrument of
national power. In some contexts, the
promise of access to U.S. markets or the
threat of exclusion may have an impact on
the outcome of events. However, it is im-
portant to recognize that this form of U.S.
influence has declined relatively as other
nations—particularly Japan and the Euro-
pean Union—have acquired significant
wealth and productive power.

Any exercise of U.S. power in the in-
dustrial realm must recognize the increas-
ing influence of multinational firms in the
global market. The international firms op-
erating within the global marketplace are
major new stakeholders in the quest for
global stability and therefore are potential
allies to which the United States may turn
in a variety of situations. The goals of
multinational firms often coincide with
those of the U.S. government. Both are in-
terested in global stability, the peaceful
transition of political power, the creation

INSTITUTE FOR NATIONAL STRATEGIC STUDIES 77

PRODUCTIVE BASE



STRATEGIC ASSESSMENT 1996
Growth of U.S. Information Industry
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The gauges shown above are notional representations of the relative strength of the major
elements of the information industry. The position of the needles on the gauges represents a
synthesis of information from the following sources:

1. U.S. Industrial Outlook 1994, U.S. Department of Commerce, Industrial Trade

7881, Sept. 17-23, 1994,

Growth Rate per Annum

0-4%

Administration, (International Competitveness and Outlook sections of chapters 25-27; 29 & 30). 5-8%

2. “A Survey of the Computer Industry-The Third Age”, The Economist, Volume 332, Number 8-25%
Status

3. “Telecommunications”, The Economist, Volume 336, Number 7934, Sept. 30-Oct 6, 1995. IT"““: Present

if anything—the U.S. government
should do to support them and to
ensure they are fully exploited to
the national advantage.

A strategic industry may
be defined as one that causes signif-
icant economic growth in excess of
its own value. History provides
many examples of strategic indus-
tries: railroads and agriculture in
the United States; textiles, railroads,
and coal in Britain; and the chemi-
cal industry in Germany. Each of
these cases suggests a connection
between new technology and strong
economic growth not just in the
strategic industry itself but in re-

Em— — ..~ Projected

lated industries as well.
For example, the U.S. rail-
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and maintenance of free markets, free ac-
cess to raw materials, access to the global
manufacturing base, the removal of trade
barriers, and the establishment of interna-
tionally applied product standards and
rules of ownership.

There is not only a global marketplace
but—of greater national security interest—
a global manufacturing base. It is increas-
ingly difficult to identify a manufactured
product as “Made in America.” The U.S.
military has become more dependent upon
items with significant foreign content, es-
pecially as more and more defense hard-
ware is purchased from commercial
sources rather than traditional defense-in-
dustry sources. Still, reliance on foreign
sources may be less militarily significant
now than it would have been in the past.
As discussed below, future wars are likely
to be fought with the equipment on hand
rather than with weaponry produced dur-
ing a long, extensive mobilization of the
domestic industrial base.

Certain industries are generally con-
sidered to be more important than others to
a nation’s economy, power, and prestige.
There is a debate in the United States over
how to identify such industries and what—

INSTITUTE FOR NATIONAL STRATEGIC STUDIES

road industry, with heavy govern-

ment support, spurred growth in the

steel industry with its demands for

massive amounts of steel for rails,
bridges, and equipment; it also substantially
stimulated the machine tools industry, the
telegraph industry, and the coal industry.
Moreover, the growth of the railroads pro-
vided a cheap means to move bulk agricul-
tural products to market, thus substantially
reducing the cost of these products and pro-
viding consumers with a better diet. Simi-
larly, railroads provided cheap transporta-
tion for coal and pig iron, thus indirectly
stimulating heavy industries.

Strategic industries also exist today.
Whether government takes a role in foster-
ing them is essentially a political decision.
Historically, the U.S. government has sup-
ported strategic industries in a variety of
ways: through outright ownership, as with
the Tennessee Valley Authority and the Na-
tional Aeronautics and Space Administra-
tion; protection from some of the rigors of
free markets, as with agriculture; subsidies
for research and development support, as
with semiconductors; and provision of a
market for new technologies before they are
commercially viable, as with DOD support
of computers.

The information industry today holds
the most convincing claim to the status of
a strategic industry. As an element of na-
tional power, the U.S. information indus-
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Percentage of Households with PCs and
Modems, 1994

try generates consider-
able wealth in its own
right. It also provides
foundational support
3.0% to the whole of the U.S.

information economy,
3.0% estimated by some at
17.1% 36 percent of U.S. GNP
in the mid-1990s. The
information economy

Modem

Source: International Data Corporation, IDC Global IT Survey, Households

is defined as the con-
fluence of computer
hardware, software,
telecommunications,
and the value-added information-provider
sector. Historically, there were clear
boundaries between hardware, software,
telecommunications, and service
providers. Such is no longer the case. Now,
they are inextricably linked to form a very
powerful source of economic and produc-
tive energy that can be leveraged at the na-
tional and international level.

The question of what role Washing-
ton should play in supporting strategic
industries in the information age usually
divides respondents into two camps:
those who want the government to allow
the free markets to work, and those who
favor government support for strategic
investments in the most promising future
technologies.

The historical record suggests that the
government can play a constructive role.
But success in supporting railroads, agri-
culture, mining, and air transport, for ex-
ample, is counterbalanced by Washing-
ton’s tendency to become a captive to
those industries as they mature and be-
come politically powerful. The challenge is
to identify and support dynamic, emerg-
ing industries that are a potential source of
national power and wealth and avoid
long-term capture.

U.S. firms have long been at the fore-
front of the information industry. Mi-
crosoft’s M5-DOS or Windows operating
systems run over 80 percent of the world’s
personal computers. The software industry
grew by 11 percent in 1994, making it the
fastest-growing service business in the
United States. With the deregulation and
privatization of telecommunications mar-
kets around the world, U.S. telecommuni-
cations firms are becoming strategic part-
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ners with newly privatized telephone
providers in foreign markets. More impor-
tant, joint ownership or access to foreign
telephone markets provides an entree for a
plethora of information-service providers.
Distinctly American information-service
providers (Prodigy, America Online, Com-
puserve, Dun and Bradstreet, and others)
offer a variety of services that instanta-
neously link customers with far-flung
sources of information. The United States
maintains a huge $3 billion trade surplus
in information-related services, including
those of information providers such as
Mead Data Central, the company that runs
Lexis and Nexis.

Measuring the information Economy

Most economists agree that the production
and dissemination of information are playing an
increasing role in the United States and other ad-
vanced economies. However, there is no widely
accepted methodology for calculating the size of
the information economy. A handful of econo-
mists have attempted to measure the size of the
information sector of the U.S. economy by means
of various complex methodologies. in 1962, Fritz
Machlup (The Production and Distribution of
Knowledge in the Unifed States) calculated that
in 1958, 32 percent of the U.S. work force was
engaged in knowledge-producing activities. In
1977, Marc U. Porat and Michael Rubin (in a nine-
volume report for the U.S. Department of Com-
merce entitled The Information Economy) con-
cluded that in 1967, the sector in which
information was the main output accounted for
25.1 percent of U.S. GNP, and information activi-
ties within noninformation industries accounted
for 21.1 percent. Lastly, in 1986, Michael Rubin
and Mary Huber (in The Knowledge Industry in
the United States, 1960-1980) concluded that in
1980, 36.5 percent of the U.S. GNP could be at-
tributed to knowledge production.

Even if one narrowly defines the economy’s in-
formation sector, the industrial and service sec-
tors are increasingly dependent upon the use of
information in their productive activities. For in-
stance, the capital spending on information ma-
chines in the U.S. economy has exceeded spend-
ing on traditional industrial equipment.
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In the late 1980s, some analysts pre-
dicted that Japan and Pacific Rim coun-
tries would dominate high-tech markets.
This has not happened, nor is it likely to
occur in the foreseeable future. U.S. com-
panies are still the foremost innovators,
standard-setters, and market leaders of
the information revolution. Five of the
top six computer makers are headquar-
tered in the United States. Intel leads the
semiconductor business, Microsoft tops
the PC software market, and Motorola is
the international leader in cellular tech-
nology. Further, the United States leads
the world in connectivity, household com-
puting power, household connectivity
with external information providers, elec-
tronic commerce, and other facets of the
information industry.

U.S. policy can influence the behavior
of nation-states or regional geopolitical ju-
risdictions by establishing policies that in-
fluence who may participate in and have
access to the opportunities available in the
United States. Additionally, influence can
be brought to bear by employing the prin-
ciple of reciprocity. If country X does Y,
then U.S. policy will permit that country to
accelerate its development of a technically
advanced information infrastructure.

As an element of national power, the
U.S. capability to leverage its edge in the
information industries depends upon the
ability of U.5. providers to establish de
facto technical standards by dominating
worldwide markets, and to innovate future
generations of information products and
services. For example, in 1995 Microsoft’s
MS-DOS and Windows software func-
tioned as a standard for PC operating sys-
tems throughout much of the world. Ap-
plication software developers therefore
had to develop programs that operated
within Microsoft’s environment if they
hoped to penetrate world markets. Japan-
ese firms did much the same in the less
strategic VCR industry.

Underpinning the development of fu-
ture generations of information-technol-
ogy applications and products is the abil-
ity to innovate. Technological develop-
ment is, in turn, dependent on access to
the requisite intellectual capital. Techno-
logical innovation will migrate, physically
or electronically, to areas, regions, or coun-
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tries where the intellectual capital resides.
Maintaining a leadership position within
the global-information industry therefore
requires a world-class educational and cul-
tural infrastructure to produce the human
capital to develop new generations of in-
formation-technology products and ser-
vices. It also requires the creation and
maintenance of the structural capital—that
is, the networks, information systems, and
information repositories—that is the foun-
dation for innovation.

The Defense Industrial Base

The current wisdom holds that future
conflicts will be fought with off-the-shelf
systems and technologies, and the major
challenge for the U.S. defense industrial
base will be to replace forces lost in con-
flicts rather than to handle massive, sus-
tained production runs. Given the inven-
tory and age of defense hardware in 1995,
coupled with the unlikelihood of a serious
conflict, the capabilities of the defense in-
dustrial base will probably not be tested se-
riously until obsolescence begins to
threaten defense capabilities early in the
next century. The crux of the argument
over support of the defense industrial base
beyond current needs is the issue of
whether what remains of the base in the
future will be able to respond in a timely
manner to the requirement to replace obso-
lescent equipment or, indeed, to support a
long, hot war if predictions of relatively
short conflicts prove wrong. It is unclear
what would be the cost in time and money
to reconstitute the once highly prized skills
that are being allowed to languish.

The defense base reaches more deeply
into the U.S. industrial base than is often
understood. For example, it supported
much of the high-tech research performed
in the United States since the Second World
War. As recently as 1990, it directly or indi-
rectly employed about a quarter of all engi-
neers, consumed about 15 percent of
durable-goods output, and supported half
of all computer research.

The decline in U.S. defense procure-
ment spending began in 1985 and contin-
ued in the first half of the 1990s. The re-
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duced military
spending hit hard
at the defense in-
dustrial base. De-
fense procure-
ment went from a
FY 1985 peak of
$136 billion to $42
billion in FY 1996
(in FY 1996 dol-
lars), that is, from
the equivalent of
2.4 percent of
GDP to 0.6 per-
cent. And these
numbers under-
state the problem
for defense firms,
since procure-
ment of goods
with a large civil-
ian market, like
food and personal
computers, fell
proportionately
less than the pur-
chases of major
weapons systems,
which is the key issue for the traditional
defense industrial base.

The response by defense firms to the
decline has focused on mergers and con-
solidations in order to ensure a competi-
tive position. The essential question is
whether U.S. defense firms, despite the
very significant decline in defense pro-
curement, remain capable of satisfying the
materiel requirements to support the use
of national power.

Contrary to popular belief, the defense
industry is not simply a few large contrac-
tors that work exclusively to supply
weapons for the Department of Defense.
True, there are some cases in which only a
single or a few suppliers of a particular sys-
tem exist; but such suppliers typically en-
gage some 800 to 1,000 subcontractors, who
contribute about 60 percent of the value of
delivered systems. Additionally, the vast
majority of companies that do business
with the DOD also undertake significant
commercial work. John Alic and Harvey
Brooks reported in Beyond Spinoff that the
67 largest prime contractors obtained only
about 9 percent of their revenues from de-

fense work, even during the height of the
Reagan buildup.

Thus, the prime firms in the defense
industry have a more varied customer base
than is generally supposed. Subcontractors
do not usually rely solely upon defense
work either. Rather, most defense contrac-
tors are prepared to adapt to market forces
as military orders dwindle, and most will
probably continue to be capable of provid-
ing needed goods.

However, certain industrial segments
and technologies are so unique to defense
that no commercial market for them exists
or is likely to exist. Thus, despite the overall
health of the manufacturing base, there are
some very critical defense industrial activi-
ties where no commercial applications
would sustain a company or production
line between defense orders. In this cate-
gory are laser guidance, stealth technology,
and submarine construction, among others.
These specialized items can be produced
only with direct government support.

Thus, Washington has to face the pol-
icy dilemma of which companies to sup-
port, and why. Ideally, the government
would make these decisions based on a
clearly articulated, high-priority military
requirement, coupled with an extensive
cost/benefit analysis. But the connection
between grand strategy, military require-
ments, and actual production is tenuous in
the best of times. During a significant re-
duction in forces and the subsequent con-
traction of support facilities and the de-
fense industrial base, the question of what
to save ultimately will be decided on Capi-
tol Hill as part of the political debate. The
decision process surrounding the Seawolf
submarine is a case in point—regardless of
the decision’s merits.

The defense base faces at least two
major challenges: continued restructuring
to ensure survival in an era of modest de-
fense spending, and competition in the
global marketplace with foreign suppliers
that are vying for a declining export mar-
ket. The most overt response to these chal-
lenges has been an increased effort among
defense firms to collaborate in the devel-
opment and production of new systems so
as to reduce risks, increase access to tech-
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nologies, and share up-front costs. Such
collaborations include the teaming of U.S.
prime contractors for the duratjion of a
project, as well as international collabora-
tions, sometimes with government-owned
foreign companies.

This collaborative trend within the
United States may ensure the survival of a
viable U.S. defense industrial base. But
when partnerships between U.S. and for-
eign firms are involved, new concerns
emerge. International collaboration implies
either sharing or partitioning information
so that neither party can make the unit in-
dividually. Partitioning arrangements may
significantly affect U.S. ability to exercise
unilateral action in pursuit of its national
security goals. For example, General Elec-
tric (GE) and SNECMA of France jointly
manufacture the CFM-56 aircraft engine,

The Seawolf Submarine

which is used in military (the KC-135R air-
refueler) and many civilian aircraft. Neither
company manufacturers the complete en-
gine. Rather, GE makes the “hot section”
and SNECMA makes the “cold section.”
Each company assembles complete engines
using the other’s sections and then delivers
them to customers. Although France’s
status as an ally makes disruptions in the
exchange of sections unlikely, this example
illustrates the vulnerabilities that can be in-
curred by cross-border defense ventures:
U.S. capability to expand its air-power pro-
jection could be severely hampered if
France chose not to allow cold section ship-
ments to the United States. GE could, of
course, manufacture CFM-56 cold sections
given sufficient time and resources.

At the height of the Cold War, the Navy’s plan had been to buy three Seawolf submarines a year for six years,
costing some $33.6 billion. President Bush in May 1992 called for cancellation of the Seawolf submarine pro-
duction program except for the one boat under construction at the General Dynamics electric hoat (EB) division
in Groton, Connecticut.

The opponents of the cancellation decision included the congressional delegations from Connecticut and
Rhode Island, who were concerned with the cancellation’s economic impact. Besides the loss of thousands of
jobs, they argued that loss of Seawolf production would place in grave jeopardy one of the nation’s two nu-
clear-capable shipyards. EB strongly maintained that it could not continue to make submarines without at least
one new order a year. Additionally, responding to a future military threat would be more costly if EB were to
lose its highly trained, specially skilled work force.

President Bush’s supporters argued that Seawolf was no longer needed and was too costly, particularly in
light of the demands for tax cuts, reduced federal spending, and the need to balance the budget. The Seawolf
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Washington could also exploit such
arrangements by blocking shipments to a
collaborating company if doing so would
serve some compelling national interest.
Collaboration is more and more common as
increasing numbers of U.S. and foreign
companies develop arrangements for de-
velopment and production. The usual
arrangement is similar to the GE/SNECMA
model: each makes part of the product,
while sharing as little technical data as pos-
sible. These commercial arrangements are
usually undertaken to share costs and risks,
to obtain technology, and to facilitate mar-
ket penetration.

As defense firms continue to downsize
and embrace international collaborative ef-
forts to ensure survival, the U.S. defense in-
dustrial base loses some of its unilateral
ability to respond to sovereign interests.

Washington has the power to reverse these
trends through direct intervention in the
defense industry, but economic and politi-
cal realities run counter to creation of a pol-
icy broadly supporting the declining base.

Besides a diminished threat and
rapidly declining defense dollars, there
has been a fundamental shift in the way
DOD approaches acquisition. Defense is
increasingly relying on commercial prod-
ucts for major portions of its high-technol-
ogy equipment. The old system of heavy
DOD R&D funding followed by procure-
ment is gone. In its place is a reduced
DOD presence in the R&D market. The
need is to capitalize upon rapidly chang-
ing market-driven products so that DOD
can take advantage of the latest technolo-
gies and commercial economies of scale.
The old, unique defense supplier base is

had long been a target of criticism from Senator John McCain (R—Arizona), a staunch supporter of defense, who
maintained that the submarine was too expensive and the money could be better spent on other Navy needs.
The House and Senate eventually agreed on funding a second Seawolf, which was acceptable to President Bush.

In September 1993, President Clinton—who had announced in March 1992 during the Connecticut primary
his support for either two or three Seawolfs—confirmed a third submarine would be built at a cost of $2.3 bil-
lion at EB. Newport News, the other nuclear-capable yard (in Newport News, Virginia), was slated to receive an
order for a new aircraft carrier.

After the November 1994 election, the Seawolf was again under attack, with Senators McCain and John
Warner (R—Virginia) identifying as wasteful some $8 billion in spending, including Seawolf production. The
Congressional Budget Office in May 1995 lent support to the critics of Seawolf when it questioned the military
need for a third Seawolf and stated that construction of the third submarine would do little to help the vital
subcontractors in the submarine industrial base. Virginia Senators Charles Robb (D) and Warner joined forces
and strongly objected to the Navy’s plan to continue to bypass competition by giving the order for the third
Seawolf to EB. The Navy, however, maintained that by preserving the nuclear shipbuilding base in the mid-
1990s—with orders to both EB and Newport News—competition to build nuclear-powered ships would exist
for the next decade.

In June 1995, the House voted to cancel the third Seawolf and use the savings to improve the second Sea-
wolf and start the new line of advanced—more affordable—submarines. However, Congress accepted in No-
vember 1995 the proposal crafted by Senator Warner, under which the third and final Seawolf would be built by
EB, which would also get the order for the lead boat of the new submarine class in 1998, but Newport News
would get the order for the second new-class boat in 1999. From then on, there would be competition for the
planned twenty-eight follow-on orders. This plan preserves the skill base at EB until the next-generation order
is received, and provides for future competition between EB and Newport News.

The Seawolf debate was a mixture of many different elements, but most emphasis was on preserving jobs.
Apparently, less consideration was given to Russia’s continued submarine-building program. A troubling aspect
of the Russian defense structure since the end of the Cold War is the emphasis on submarines. Production of
the improved Akula class has continued at much the same pace as in the late 1980s. Additionally, construction
of a new ballistic submarine class began in December 1993. In the new hoats, the Russians—thanks to their
own technical skill and to borrowed Western technology—have largely closed the gap with the U.S. in quiet-
ness, one of the major measures of submarine quality. By 2000, the Russian nuclear submarine force may be
80 boats, most of which will be about as quiet as the 70 boats the U.S. will have then.

unaffordable. It lacks the
means to exploit rapidly
new technologies and
fails to take advantage of
commercial-sector pro-
duction economies.

The government’s
challenge is to adapt its
acquisition system to
make the defense market
more commercial friendly
in order to gain maxi-
mum advantage of com-
mercial technologies and
prices while maintaining
required defense-unique
capabilities. Specific mili-
tary mission analysis can
assist in identification of
necessary defense-unique
products. Formulating
policies to protect and
foster unique capabilities
is no trivial task, being
fraught with political dif-
ficulties and serious
trade-offs: for example,
national versus collabora-
tive development and
production, domestic ver-
sus foreign sourcing, cur-
rent capability versus fu-
ture capability, and
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competition versus sole sourcing. The al-
ternative is to let the political process or
the marketplace decide. That alternative
may, in fact, be more efficient than gener-
ally credited.

Conclusions

The U.S. productive and technological
base is quite strong and doing well in com-
parison with its foreign peers, providing a
solid foundation for the exercise of na-
tional power. Yet, the base is constantly
changing. The major forces affecting the
base include:

® A sharp rise in the service sector
coupled with a steady growth in manufac-
turing production.

@ A greater reliance upon trade as a
source of national income.

® Increased globalization of informa-
tion, manufacturing, and finance.

@ Expansion of the role of interna-
tional firms in world affairs.

® The rise of information technology
dominated by the United States.

® Reduced defense expenditures for
R&D and procurement, resulting in a
downsized defense industrial base.

® A significant change in defense ac-
quisition focus toward increased use of
commercial items and technology.

The issue of the proper role and goals
of the government to foster and protect
the productive and technological base as
an instrument of national power is unre-
solved. The challenge for the United
States is how to harness the economic
growth capacity of new technologies and
industries so as to remain the world’s pre-
mier power. The debate continues over
the appropriate goals and role of the gov-
ernment in preserving manufacturing
skills unique to defense requirements.

Despite the debate, the productive and
technological base remains a firm founda-
tion of national power against which a
number of instruments may be leveraged
to influence the outcome of world events.
These instruments include:
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@ The control of access to the U.S. do-
mestic market and U.S. technology, includ-
ing information technology.

@ Use of the foreign affiliates of U.S.
firms to influence local events, at least by
demonstration of “enlightened” policies.

@ Maintenance of the appearance, if
not the reality, of great industrial might (in-
cluding the defense industry) to forestall
potential adversaries.

@ Efforts to demonstrate, if no other
way than by example, the promise of
greater economic and political well-being
through participation in the global market-
place, which requires political stability,
maintenance of free markets and sources,
removal of trade barriers, establishment of
international standards, and rules of own-
ership enforceable under law.

The U.S. productive and technological
base is inextricably woven into the fabric of
the global marketplace. It cannot retreat
without incurring serious costs. As in the
past, economic interrelationships offer the
promise of increased stability and peace in
the world. The productive and technologi-
cal base can be used as an instrument to
support and enhance U.S. interests glob-
ally, but not without consideration of the
enablers and limitations resulting from the
global nature of the base itself.



CHAPTER EIGHT

Introduction

efore the end of World War 11,

arms controi had not experi-

enced significant success. Mod-

ern arms control had its roots in

the nuclear age, when the tech-
nology of war advanced to the point where
humanity possessed the means to destroy
itself. At the start of the Cold War, the
focus was on eliminating dangerous
weapons, e.g., the Acheson-Lillienthal Re-
port calling for eliminating nuclear
weapons. This attitude persisted, resulting
in the 1968 Treaty on the Non-Proliferation
of Nuclear Weapons (NPT) and the 1972
Biological Weapons Convention (BWC).
But during the middle of the Cold War, the
theory of arms control rested in large part
on the notion that adversaries could coop-
erate in creating force postures that would
place less pressure on political leaders to
use their forces or lose them. Hence the
emphasis was on preventing a first-strike
posture with nuclear weapons, and on
measures to reduce the risk of inadvertent
conventional conflict as well as to compli-
cate the task of military planners who
might see some advantage in a surprise
military attack. At the end of the Cold War,
the emphasis shifted back to eliminating

weapons, even whole classes of weapons,
which was the centerpiece of the two
Strategic Arms Reduction Talks (START)
treaties and the Treaty on Conventional
Armed Forces in Europe, signed in
1989-92.

A fundamental question for arms
control is what the disappearance of the
special circumstances that prevailed dur-
ing the Cold War will mean for the theory
and practice of arms control. One open
issue is to what extent control of their re-
spective weapons will remain an impor-
tant part of the U.S.-Russian relationship.
Another important question will be how
to develop arms-control mechanisms for
volatile regions, or for the globe as a
whole, when the underlying political situ-
ation is more complex and multisided
than in the relatively straightforward
East-West Cold War confrontation.

instruments

Nuclear Arms Control

By the middle of the Cold War, U.S.
thinking about arms control had moved
from an emphasis on reducing numbers of
weapons to a focus on stabilizing the U.S.-
Soviet strategic relationship. In 1969, bilat-
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U.S. Secretary of Defense Perry
and Russian Defense Minister
Grachev watch the destruction of
a U.S, missile silo.
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eral negotiations began between the super-
powers on limiting the delivery systems of
strategic nuclear weapons. The Strategic
Arms Limitation Talks (SALT) were con-
ducted on the premise that a “first-strike”
posture should be eschewed in favor of a
“second-strike” posture. The resulting
SALT I Interim Agreement, the first negoti-
ated limitation on strategic nuclear deliv-
ery vehicles, entered into force in October
1972, essentially freezing strategic offen-
sive ballistic missile systems at their then
current levels for five years.

The United States continued to seek a
stable force posture through the negotia-
tion of the SALT II Treaty, which was
signed in 1979 but never ratified. This
treaty implemented the 1974 Vladivostok
Accord, in which the United States and the
Soviet Union agreed on the principle of
equal aggregate limitations on strategic of-
fensive-delivery vehicles, that is, intercon-
tinental ballistic missiles (ICBMs), subma-
rine-launched ballistic missiles (SLBMs),
and heavy bombers. Both the SALT I In-
terim Agreement (beyond its five-year
term) and the SALT II Treaty were ob-
served through an informal arrangement
until 1986, when President Reagan discon-
tinued this observance in re-
sponse to Soviet violations.

President Reagan shifted
the U.S. approach to arms
control back in the direction
of disarmament, proposing to
cancel the deployment of U.S.
intermediate-range nuclear
missiles in Europe in ex-
change for the elimination of
similar Soviet weapons, and
opening the Strategic Arms
Reductions Talks (START).
The Intermediate-range Nu-
clear Forces (INF) Treaty,
signed in 1987, eliminated an
entire class of nuclear-
weapons delivery vehicles—
ground-launched missiles
with ranges of 500-5,500 kilo-
meters. This treaty also con-
tained a precedent-setting
verification regime, allowing
for short-notice, on-site in-
spections that had previously
been unacceptable to the Sovi-

SR
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ets. The INF Treaty was the first agreement
that provided for the actual elimination of
existing nuclear-weapons delivery systems.

In September 1991, President Bush of-
fered to destroy all U.S. nuclear artillery
shells, stand down ICBMs scheduled for
elimination under START I, end the
twenty-four-hour runway alert status for
nuclear bombers, and remove nuclear
weapons from U.S. surface ships, land-
based naval aircraft, and attack sub-
marines. As a result of this initiative, 90
percent of U.S. tactical nuclear weapons
have been eliminated. Soviet President
Gorbachev responded within a week with
a similar initiative, promising to destroy
Soviet nuclear artillery shells, take USSR
bombers off alert, confine mobile missiles
to their garrisons, and cancel several new
weapons programs. Both countries also
committed themselves to significant cuts in
their strategic nuclear arsenals, pursuant to
the conclusion of the START Treaty—
which mandated reductions in the total
number of deployed warheads to 6,000
each—on July 31, 1991.

In the wake of the Soviet Union’s disso-
lution, Presidents Bush and Yeltsin signed
the Joint Understanding on Reductions in
Strategic Offensive Arms, which obligated
both sides to cut their strategic nuclear
forces below START I levels. The ensuing
START II Treaty will, when ratified and im-
plemented, reduce each side’s nuclear war-
heads to between 3,000 and 3,500. START II
also places eliminates heavy ICBMs and
Multiple Independently-targetable Reentry
Vehicles (MIRVs) on land-based missiles,
promoting stability by focusing on weapons
that lend themselves to first-strike use. Once
START II is in force, the United States and
Russia have pledged to consider further re-
ductions in strategic forces.

Even if relations between Washington
and Moscow remain cordial, arms control
will remain an important instrument for
promoting U.S. national interests as long as
states retain nuclear weapons. Maintaining
current treaties serves the interests of strate-
gic stability: a unilateral change in any of
these agreements would almost certainly
destabilize the U.S.-Russian strategic rela-
tionship. In the future, the strategic nuclear
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arms control instrument may cease to be a
U.S.-Russian monopoly and instead be-
come multilateral with the inclusion of
China, Britain, and France.

Cooperative Threat Reduction

The dissolution of the former Soviet
Union had a dual impact on the arms con-
trol instrument of U.S. policy. On the one
hand, it opened the door to the possibility
that former Soviet nuclear weapons or
weapons-usable material could fall into the
hands of rogue states or terrorists. On the
other hand, it created arms control possi-
bilities that were impossible during the
Cold War beyond the field of “traditional”
strategic nuclear arms control. The oppor-
tunity exists to greatly enhance the na-
tional security of both the United States
and Russia through cooperative measures,
but there are no guarantees that this oppor-
tunity will last.

During the Cold War, the Soviets went
to great lengths to protect their nuclear
weapons and materials from loss, theft, or
misuse. The demise of the former Soviet
Union left nuclear forces and weapons-pro-
duction facilities spread across new interna-
tional borders, while the central govern-
ment that had imposed stringent
administrative control over these forces and
facilities ceased to exist. Military morale and
cohesion have declined, as have the living
standards of former Soviet nuclear weapons
scientists. Homeless military officers and
nuclear physicists whose children are hun-
gry struggle to maintain strict accountabil-
ity for nuclear weapons and materials, but
they are faced with diminished resources to
perform this function and the lure of the
significant economic benefits they could re-
ceive from selling weapons, material, and
expertise to criminal elements. The possibil-
ity that nuclear weapons or weapons-usable
material could fall into terrorist hands has
increased. As a result, the United States may
face a greater nuclear danger today, albeit of
an entirely different type, than it did during
the Cold War.

These new dangers have created the
opportunity for a new type of arms control
emphasizing cooperative efforts. The threat
is different; the governments of the newly
independent states of the former Soviet
Union share with the U.S. an interest in
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protecting the security of the nuclear
weapons and materials in their territories.
The U.S. can work with them in ways it
could not work with the former Soviet
Union. For example, Washington and
Moscow are cooperating to enhance the se-
curity of nuclear weapons and fissile mate-
rial, as discussed in the next chapter. Both
sides are reducing their nuclear arsenals as
quickly as possible. Transparency mea-
sures are being implemented to increase
the confidence of both sides that the agreed
reductions are taking place. Furthermore,
steps will be taken to prevent unautho-
rized seizure of nuclear warheads or fissile
materials by non-government entities.
Measures under negotiation include decla-
rations of quantities and types of warheads
and fissile material, spot checks to confirm
the accuracy of these declarations, and mu-
tual inspections of dismantled warheads in
storage facilities. Other measures to pro-
mote nuclear security focus on building a
storage facility for dismantled warheads,
improving the security of material in tran-
sit, tightening export controls, and improv-
ing the physical protection of—and ac-
counting measures for—warheads and
fissile material.

In the mid-1990s, the United States has
implemented innovative cooperative mea-
sures to protect nuclear materials that
would have been impossible during the
Cold War, using both economic incentives
and security arguments. For example, in
Operation Sapphire, the U.S. government
airlifted 600 kilograms of highly enriched
uranium (HEU), enough for dozens of
bombs, from Kazakhstan to the United
States for safe disposition. Similarly, Wash-
ington forged a deal with Russia to pur-
chase 500 metric tons of HEU from disman-
tled weapons, blend it down into
low-enriched uranium for use in reactor
fuel, and ship it to the United States. The
US., Russia, and Ukraine also negotiated a
tripartite agreement for the commercial use
of the nuclear material in Ukrainian
weapons, which was central to securing
from nationalist Ukrainian politicians the
agreement that Kiev would give up its nu-
clear weapons. However, these latter two
arrangements remain beset by problems, in-
cluding economic worries (the U.S. uranium
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mining industry is concerned about the
competition from cheaper Russian and
Ukrainian materials, and there are worries
that the deals may jeopardize the price
Washington will get for selling the repro-
cessing company it owns). It is far from
clear whether the U.S.-Russian partnership
is solid enough to sustain the kind of coop-
erative effort that these measures require.

Conventional Arms Control

The U.S.-NATO proposals on Mutual
and Balanced Force Reductions (MBFR) in
1973 sought to create equality between
NATO and Warsaw Pact manpower in a
narrow zone in central Europe. The Treaty
on Conventional Armed Forces in Europe
(CFE) of 1990 was designed to regulate, in
a verifiable way, the levels of key types of
military equipment—including tanks, ar-
mored personnel carriers, attack heli-
copters, artillery, and fixed-wing combat
aircraft—held by NATO and the Warsaw
Pact in the Atlantic-to-Urals zone of appli-
cation. Thus, the CFE Treaty limits the de-
ployment of the kinds of equipment neces-
sary for combined arms attacks. By
providing for verification that these limits
are being observed through intrusive, on-
site inspections, CFE increases the confi-
dence of its parties that no one is massing
forces for an attack. The CFE and its im-
plementing body, the Joint Consultative
Group, provide an effective framework for
stabilizing the conventional arms situation
among its parties in Europe. Through the
October 1994 deadline for achieving 60
percent of the total reduction called for in
the treaty, more than 18,000 items of
treaty-limited equipment had been de-
stroyed, including 6,000 by Russia. The
full reduction was required by November
1995, with an additional four months allo-
cated to verify the residual levels, and
then a review conference is to follow, prob-
ably in Vienna in May 1996.

Europe has changed dramatically since
CFE was signed in 1990. Most notably, the
Soviet Union and the Warsaw Pact, the East-
ern parties to the CFE regime, have dis-
solved. This complicates the treaty’s appli-
cation. For example, the CFE set ceilings for
deployments in four subzones, which were
to be reached by late 1995. Russia—and, to a
lesser extent, Ukraine—want adjustments in
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some CFE provisions that limit deploy-
ments in the flank zones around the Black
and Baltic Seas, claiming that the breakup of
the former Soviet Union and instability in
the Caucasus generate requirements unan-
ticipated during the negotiations that
shaped the treaty. As it had warned since
September 1993, Russia did not meet the
November 1995 original treaty require-
ments. Most of the various solutions pro-
posed by Russia in 1993-95 would require a
significant change to the CFE Treaty. Shortly

before the November 1995 deadline, the
CFE signatories agreed to a framework to
ease the CFE flank caps, despite dissatisfac-
tion by Norway and Turkey over allowing
more Russian weaponry in the zones near
their borders. While by no means a final
deal, the framework agreement represented
major progress towards resolving the dis-
pute about CFE flanks. Failure to resolve the
CFE Treaty compliance issue could compli-
cate approval of START II by the Russian
Duma and the U.S. Congress.

ARMS CONTROL

Missile Defense: Consensus and Controversy

The Anti-Ballistic Missile (ABM) Treaty, which entered into force in 1972, sought to prohibit deployment of large-scale strategic defenses. The
ABM Treaty followed the premise that defensive systems are inherently destabilizing: if a country deploys effective defenses against ballistic missiles,
it could launch a first strike with impunity because whatever retaliatory enemy forces survived the attack would be no match for the attacker’s defen-
sive systems. By limiting defensive systems, the ABM Treaty thus reduced the imperative for rapid growth in offensive systems necessary to over-
whelm missile defenses.

During the 1980s, President Reagan’s desire to provide for a space-based national missile defense through the Strategic Defense Initiative (SDI)
led to attempts by his administration to reinterpret the ABM Treaty to allow for defenses based on “other physical principles” than those anticipated
when the treaty was negotiated. The debate was rendered moot by the collapse of the former Soviet Union.

The military and political utility of theater-range ballistic missiles was demonstrated during the Guif War, when Iraq launched SCUD missiles
against targets in Israel and Saudi Arabia. Since that time, a strong consensus has been forged in the United States concerning the need for active the-
ater missile defenses (TMD) to counter missiles with ranges up to 3,500 km. This consensus has been bolstered by the continued proliferation of ballis-
tic-missile technology in Asia and the Middle East. U.S. policymakers have taken steps to improve the Patriot and system missiles for point defense, to
develop Theater High Altitude Area Defense for wider-area defense, and to expand the AEGIS system for tactical missile defense from the sea.

While improving TMD capability is a priority shared by the Clinton administration, Congress, and the armed forces, the development of a national
missile defense (NMD) is a far more divisive issue. The debate over NMD centers on differing perceptions of the threat to U.S. territory posed by nuclear,
biological, and chemical weapons, and differing views concerning the utility of the 1972 ABM Treaty in the post-Cold War world. lllustrative of the con-
troversy are the divergent approaches taken by the Bush and Clinton administrations on the NMD issue.

The Bush administration believed proliferation of NBC and missile capabilities to be a near-term threat to U.S. territory. In response, President Bush
looked to strengthen active U.S. defenses against limited ballistic-missile attacks. The Strategic Defense Initiative of the Reagan administration was reori-
ented to deal with limited ballistic-missile threats. The new program, named Global Protection Against Limited Strikes, sought to create and deploy a lim-
ited, layered national missile defense without undermining the deterrent effect of the Cold War nuclear balance. The existing terms of the 1972 ABM
Treaty, however, stood as an obstacle to the creation of a national missile defense. Describing the treaty as “an outdated relic of the Cold War,” the Bush
administration looked to amend the treaty’s terms to correspond with what it believed to be the new security requirements of the post-Cold War world.

In contrast, the Clinton administration’s policies reflect a belief that the short-term possibility of a missile attack on the United States is highly
unlikely. While TMD continued to garner attention, the Bush administration’s priority of establishing a national missile defense was downgraded. In-
stead, President Clinton chose to preserve the existing terms of the ABM Treaty, calling it “the bedrock of strategic stability.” The Clinton administration
considered maintenance of the strategic nuclear deterrence provided by the ABM Treaty during the Cold War to be a crucial and sufficient hedge
against post-Cold War uncertainties.

Following the 1994 mid-term elections, the political tide again turned on the issue of national missile defense. The “Contract with America” of
the victorious congressional Republicans promised to speed development of anti-ballistic missile defenses on both the theater and national levels.
With Republican majorities in the House and the Senate, 1995 witnessed congressional approval of funding for a national missile defense project.
Congress also rejected language recommended by the White House stipulating that this NMD program would not abrogate the ABM Treaty as it is cur-
rently written. The Clinton administration has threatened to veto any legislation that breaks with the terms of the ABM Treaty.

The effectiveness of any military technology must be evaluated not only against the standard of its economic and opportunity costs but also in
terms of likely countermeasures potential adversaries will develop. Effective defense of U.S. cities and troops abroad against WMD would be a massive
benefit. National missile defense may be available only at significant cost. The establishment of an effective national missile defense could lead potential
adversaries to circumvent such a system by delivering their weapons through unconventional means.
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Parties to the NPT, BWC, CWC

NPT & BWC
CWC
1 None
NPT
© NPT, BWC, & CWC
71 NPT &CWC
© CWC &BWC
BWC
Notes:
* 19 states are signatories
but not parties to the BWC
© 120 states including the U.S. have
signed but not ratified the CWC

weapons. When neither
side of a dispute wants war,
it is possible to mutually
enhance confidence that
neither side will start a war
by making the actions of
both militaries more trans-
parent. CSBMs aim to create
less-threatening force pos-
tures in this manner. While
such measures do not elimi-
nate the risk of attack, they
reduce the risk that precipi-
tous incidents or inadver-
tent escalation will lead to
war. CSBMs clarify the in-
tentions of certain military
operations (such as field ex-
ercises), enhance communi-
cations between potential
belligerents, and establish
guidelines concerning mili-
tary operations susceptible
to misunderstanding. Re-
straints on military opera-
tions may also play a role in

Source: U.S. Arms Control and Disarmament Agency. Data are as of September 1995.
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Conventional arms control on the
model of CFE holds potential for increas-
ing stability in regions of tension through-
out the world. A particularly important ap-
plication of the CFE’s lessons is the Dayton
accords ending the fighting in Bosnia,
which set forth target dates for agreement
on verifiable reduction in the same types of
military equipment covered by CFE. The
CFE holds lessons for the Korean Penin-
sula, where an effective conventional arms
control regime would have to be an impor-
tant part of any lasting package to replace
the 1953 armistice agreement. Conven-
tional arms control could also be used to
make conflict less likely in the Middle East,
South Asia, and Latin America.

Confidence- and Security-
Building Measures

Confidence- and security-building
measures (CSBMs) are another instrument
by which negotiations with potential ad-
versaries can serve the U.S. interest to re-
duce the risk of conflict. They are used to
clarify intentions rather than limit
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confidence- and security-
building regimes.

Like other arms control instruments,
CSBM regimes depend on political will.
All parties must agree that the agreement
serves their interests. Thus, CSBMs can
only be effective when none of the parties
intends to launch an attack. If and when
this necessary condition fails and military
planners on one side prepare to launch an
attack, they must choose between openly
renouncing the regime or simply violating
it. The unwillingness of CSBM regime
members to fulfill their obligations acts as
a trip-wire, alerting other members that
the regime is failing and must be adjusted
or abandoned.

Europe has been home to the most
fully developed CSBM program since 1975,
owing to the efforts of the Conference on
Security and Cooperation in Europe
(CSCE)—now known as the Organization
for Security and Cooperation in Europe
(OSCE). Along with all European coun-
tries, the U.S. participated in the CSBM
regime of Vienna Document 1999 and in
the Vienna-based Forum on Security Coop-
eration. Over the last thirty years, however,
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CSBMs were first tested in the Middle East,
in connection with the Israeli-Egyptian
agreement on the Sinai. CSBMs of a sort
are in place between Pakistan and India,
and have been the subject of thus far fruit-
less discussions between North and South
Korea. CSBMs can only be effective when
all parties want them to work. When crises
become acute, CSBMs have already failed.

Nonproliferation

Nonproliferation is the means by
which countries are discouraged from ac-
quiring certain types of weapons through
negotiated agreements and the establish-
ment of international norms in order to
prevent the spread of weapons of mass de-
struction (WMD) and their delivery vehi-
cles, as well as related dangerous technolo-
gies. Judging that it is in the vital interest
of the United States to keep nuclear, chemi-
cal, and biological weapons out of the
hands of additional countries as well as
terrorists, the United States has aggres-
sively pursued nonproliferation measures
for several decades.

While now widely accepted, the inter-
national norm against nuclear proliferation
did not spontaneously appear. Estimates in
the mid-1960s were that there might be as
many as thirty countries with nuclear
weapons by the late 1970s. To forestall this
possibility, the 1968 Treaty on the Non-Pro-
liferation of Nuclear Weapons (NPT) was
negotiated. The NPT struck a bargain be-
tween the nuclear weapon “haves” and
“have nots.” The non-nuclear weapons
states pledged to forgo such weapons (Ar-
ticle IT) and to accept internationally moni-
tored safeguards on their nuclear programs
(Article III). In return, the nuclear weapons
states pledged to offer the non-nuclear
weapons states assistance in the develop-
ment of the peaceful uses of nuclear energy
(Article IV) and to “pursue negotiations in
good faith on effective measures relating to
the cessation of the nuclear arms race at an
early date and to nuclear disarmament,
and on a treaty on general and complete
disarmament under strict and effective in-
ternational control” (Article V).

Five countries had openly developed
nuclear weapons before the NPT was ne-
gotiated, but after the NPT came into force
in 1970, this trend stopped abruptly. India
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tested a nuclear device (euphemistically
called a “peaceful nuclear explosion”) in
1974, Israel developed a nuclear arsenal of
at least several dozen weapons, and it is
likely that Pakistan has the capability to
constitute nuclear arsenals on short order.
However, even these three nuclear thresh-
old states, who have never signed the NPT,
have not openly deployed nuclear arsenals.
South Africa clandestinely built a small nu-
clear arsenal, but dismantled it and joined
the NPT. Other states have taken actions
that indicate an interest in a nuclear
weapons option, but none has gone as far
as the four mentioned above. The NPT at-
tached a political cost to nuclear prolifera-
tion, even for countries not party to the
treaty. It also established incentives not to
proliferate, like peaceful nuclear coopera-
tion for treaty parties and enhanced confi-
dence that neighboring states are not de-
veloping nuclear weapons.

The international nonproliferation en-
vironment changed with the end of the
Cold War. The end of the superpower arms
race increased the relative importance of
smaller nuclear threats just as the nonpro-
liferation discipline the superpowers had
imposed on their client states was evapo-
rating. This change was highlighted after
the Gulf War, when Iraq’s program for de-
veloping WMD was discovered to be of
much greater scope than previously be-
lieved, despite monitoring of the Iraqi pro-
gram. In response, the International
Atomic Energy Agency (IAEA)—the body
responsible for monitoring safeguards on
civil nuclear programs to prevent diversion
to weapons programs—upgraded its safe-
guards program and became more aggres-
sive in its pursuit of information, reaffirm-
ing its right to conduct special inspections
wherever it chose.

One of the great post-Cold War suc-
cesses of U.S. nonproliferation policy was
the persuasion of Ukraine, Kazakhstan, and
Belarus to return the nuclear weapons on
their soil to Russia and to join the NPT as
non-nuclear weapons states. If these states
had not renounced the former Soviet nu-
clear weapons on their territories, signifi-
cant strategic nuclear arsenals would have
remained in their possession, which might
someday have threatened the United States.
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Further, if these states had chosen to retain
nuclear weapons, START I could not have
been brought into force, and further strate-
gic arms reductions between the United
States and Russia would not be possible.

When the NPT was negotiated several
countries were unwilling to accept a per-
manent treaty, demanding instead a review
conference after twenty-five years. In May
1995, the nearly 180 parties to the NPT met
in New York and decided to extend the
NPT indefinitely. The treaty called only for
a majority of the parties to decide, but the
United States and its allies had engaged in
a global diplomatic campaign to gain
widespread support for the treaty, which
resulted in a consensus decision to extend
the NPT without conditions. A limited ex-
tension had been suggested by many de-
veloping states as a way to lever further
arms control progress from the nuclear
weapons states.

Next Steps on Nuclear Nonproliferation.
In addition to indefinitely extending the
NPT, the 1995 conference endorsed the
[AEA’s “93+2” plan for strengthened safe-
guards and increased cooperation in peace-
ful uses of nuclear energy. It also set forth a
series of goals on continued reductions in
nuclear arsenals in the direction of ultimate
abolition, pursuit of an agreement on the
termination of production of fissile material
for weapons purposes, pursuit of the cre-
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ation of more nuclear weapon free zones,
and achievement of a comprehensive test
ban treaty (CTBT) by the end of 1996.

The United States no longer produces
fissile material for nuclear weapons pur-
poses and has placed a significant quantity
of nuclear material under IAEA safe-
guards. President Clinton has urged that a
fissile material cutoff treaty be negotiated
by which other countries would commit to
do the same under an international verifi-
cation regime. Such a treaty would cap the
amount of material available for nuclear
explosives. More important it could bring
the nuclear programs of non-NPT states—
specifically, India, Israel, and Pakistan—
under international safeguards for the first
time. These states, which refuse to sign the
NPT in part because of the perception that
it is discriminatory (allowing some states
to possess nuclear weapons while forbid-
ding others), may be more willing to sign a
cutoff treaty that applies to all states.

The United States is party to one nu-
clear weapon free zone (NWFZ), the one in
Latin America established by the Treaty of
Tlatelolco. The five nuclear-weapons states
are party to its protocols, in which they
pledge to observe the nuclear-free status of
the zone by not deploying nuclear
weapons within it and promising never to
use nuclear weapons against a state (a neg-
ative security assurance) that is a party to
the zone and is in compliance with its
treaty obligations. The 1986 Treaty of Rara-
tonga established a nuclear-free zone for
the South Pacific and included a pledge not
to test nuclear weapons in the zone. Thus
far, only Russia and China, among the five
nuclear weapons states, are parties to this
treaty. French nuclear tests at Mururoa
Atoll within the zone have sparked severe
international protests.

Completion of a CTBT in 1996 is con-
sidered by many a litmus test of the com-
pliance of the nuclear weapons states with
their NPT extension commitments. In Au-
gust 1995, President Clinton decided that,
rather than seeking to conduct very small
nuclear tests which might have been al-
lowed under a CTBT, the United States
would seek a zero-yield CTBT. The Presi-
dent made this decision based in part on a
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report by the JASONSs, a group of senior
scientists and nuclear weapon designers,
which determined that a high level of con-
fidence in the safety and reliability of the
U.S. arsenal could be maintained in the ab-
sence of nuclear testing through a sophisti-
cated, science-based stockpile stewardship
program. This decision was made with the
caveat that the U.S. could withdraw from a
CTBT if this level of confidence could not
be maintained, a development that Presi-
dent Clinton views as very unlikely.

The United States is seeking a CTBT
for several reasons. First, it would make nu-
clear proliferation more difficult by impos-
ing a verifiable international ban on nuclear
testing. Secondly, it would support the
global nuclear nonproliferation regime by
demonstrating the good faith of the nuclear
weapons states. Thirdly, the United States
has already conducted over a thousand nu-
clear tests, and it is questionable if further
testing would be worth the political costs.

U.S. and Soviet/Russia Warhead Levels, 1974-1994
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Biological and Chemical Weapons. The
U.S. is one of 175 signatories of the Biolog-
ical Weapons Convention (BWC), which
entered into effect in 1974. The treaty
sought to eliminate a type of weapon
thought, at the time of the treaty’s signing
in 1972, to be militarily useless because of
its unpredictability, and therefore suitable
only for terrorists. However, with ad-
vances in research, this assessment may be
changing. Thus, an ongoing international
effort strives to enhance the BWC’s verifi-
cation provisions.

Nearly 160 states have signed the 1993
Chemical Weapons Convention (CWC). Tt
will come into force once it is ratified by
sixty-five states. The United States has not
yet ratified the CWC, and many other na-
tions are waiting to see what Washington
will do before proceeding with ratification.
Through the ratification of this treaty, the
United States will gain a prohibition on the
so-called poor man’s atomic weapon.
However, there is concern about the cost,
excessive intrusiveness of inspections in
the United States, and the ultimate effec-
tiveness of inspections.

Export Controls

Controls over exports of arms and mili-
tary equipment are administered by the De-
partment of State, whereas controls over ex-
ports of “dual-use” items—that is,
commodities and technology primarily of a
civilian nature but with some military appli-
cations or possible use in the development
of weapons of mass destruction (i.e., nuclear,
chemical, biological, or missiles)—are ad-
ministered by the Department of Commerce.

The collapse of the Soviet Union and
rising concerns over the future economic
prosperity of the U.S. have resulted in sub-
stantial changes in the administration of
the controls on dual-use items. The regula-
tory authority under the Export Adminis-
tration Act (EAA) was not extended by
Congress before it expired in 1995, and
these controls are administered under the
provisions of the International Economic
Emergency Powers Act (IEEPA).

Although the terms under which Con-
gress will ultimately renew the EAA are still
uncertain, no one seriously questions the
need for continuing to impose export con-
trols on dual-use items or the justification
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for changing the manner in which these
were administered during the Cold War. In
short, in 1995, these controls were in a state
of transition, with many changes already in
effect, others in process, and some hinging
on future congressional decisions.

In response to the emergence of re-
gional stability concerns as presenting the
most likely threats to world security, em-

phasis has shifted from controls primarily
designed to restrict conventional military
buildup of communist nations to those pri-
marily designed to curtail the proliferation
of WMD in Third World nations. Export
controls alone cannot prevail against a state
determined to build or obtain WMD. Such
controls can, however, make proliferation
more costly, time-consuming, or visible. By

Safeguarding Nuclear Technology

Distinguishing between a peaceful energy program and one that can produce nuclear weapons is often a difficult task. The responsibility for en-
suring that NPT parties’ nuclear activities are subjected to safeguards and are directed toward peaceful purposes lies with the IAEA. IAEA safequards
are a comprehensive system of accounting and reporting procedures, on-site inspections, nuclear material measurements, and containment and sur-
veillance techniques. As a result of the discovery of the wide scope of Irag’s nuclear weapons development program, the IAEA strengthened its safe-
guards system. The new safeguards enhancements, known as the “93+2” program, require increased access for IAEA inspectors and reaffirmation of
the IAEA’s right to conduct “special inspections” of undeclared sites, more information provided to the JAEA on nuclear activities, environmental moni-
toring to detect nuclear materials and facilities, increased cooperation by states, and greater use of advanced technology, including unattended sur-
veillance and measurement instruments and remote transmission of data.

Reactor Technology. The most common type of nuclear reactor is the light-water reactor (LWR). LWRs use ordinary water as a moderator (a com-
ponent of nuclear reactors that slows neutrons, increasing their chances of fissioning) and as a coolant (a substance circulated through a reactor to
remove or transfer heat), and use LEU as fuel. Light-water reactors must also be shut down to be refueled, which makes it easier to ascertain that no
materials have been diverted for military purposes.

Another type of reactor that is in widespread use is the heavy-water reactor (HWR). It uses water that contains more than the natural proportion
of heavy hydrogen atoms (also known as deuterium} to ordinary hydrogen atoms as both a moderator and coolant. Heavy water absorbs fewer neu-
trons than normal water, making a chain reaction easier and allowing the use of natural uranium as fuel. The most popular type of HWR is the CANDU
(Canadian deuterium-uranium reactor). These reactors do not need to be shut down in order to be refueled, which makes it more difficult to determine
if materials have been diverted. Fortunately, the IAEA has developed safeguards that allow such diversions to be detected, and since the CANDU uses
natural rather than enriched uranium, the danger of materials being used for weapons purposes is somewhat lessened.

A third reactor type, high-temperature gas-cooled reactors (HTGRs, or gas-cooled reactors—GCRs), uses graphite as a moderator and helium
rather than water as a coolant. HTGRs use HEU for fuel, which makes them more efficient than reactors that use LEU or natural uranium, but also
makes them an obvious source of nonproliferation concern.

Another type of reactor, the breeder reactor, uses plutonium as fuel and actually produces more plutonium in its operation than it consumes. The
farge amounts of plutonium that would result from a commercial breeder reactor program have serious consequences for any attempts to stem prolif-
eration. In 1995, only Japan had plans to use breeder reactors on a large scale.

The greatest dangers of proliferation come from enrichment and reprocessing facilities. As noted above, uranium enriched to various levels is
often used as fuel in reactors. Some states have built their own means of enriching uranium rather than rely on outside sources of fuel. This raises the
worry that in addition to producing only LEU for use in reactors, these states could also produce HEU or plutonium for weapons purposes. There are
four different enrichment techniques in use or being researched: gaseous diffusion, gas centrifuge, aerodynamic, and laser. Gaseous diffusion was de-
veloped in the 1940s as part of the Manhattan Project. It requires huge plants and enormous amounts of electric power to operate, making it unlikely
that it would be used to covertly develop material for use in a weapon. Gas centrifuge technology, on the other hand, requires only a fraction of the
power and can be built in a much smaller facility. This makes it efficient for use in the nuclear power industry, but also lends itself to clandestine de-
velopment of weapons. Aerodynamic methods (the two primary being the “Becker Nozzle” and “Helikon”) require less space than the gas centrifuge
process, allowing them to be easily hidden, but demand even more power than gaseous diffusion plants, making them an unattractive means for se-
cretly developing weapons. A new technique using lasers to separate isotopes is being experimented with that would consume very little energy and
could be carried out in a single step, requiring only a small facility in which to operate. The laser enrichment process could easily be adapted for
covertly producing weapons-grade material, but the complex and difficult technology needed to build it represents a significant barrier.

Reprocessing plants are designed to recycle the residual U-235 and plutonium from spent fuel, usually through chemical means. Several coun-
tries operate reprocessing plants because it provides an alternative to storing nuclear waste. Reprocessing is cause for great concern in regards to
proliferation because it produces uranium and plutonium that are highly purified and in convenient chemical forms. Although the purified uranium
would not be weapons grade, any plutonium emerging from a reprocessing plant would be suitable for direct use in nuclear weapons.
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raising the political and economic costs of
proliferation, export controls can comple-
ment diplomatic efforts to discourage pro-
liferation. By slowing or exposing would-be
proliferators, export controls can buy time
for counterproliferation efforts.

With the growing concerns over main-
taining economic security as a large compo-
nent of national security, the Trade Promo-
tion Coordinating Committee’s National
Export Strategy led to the elimination of re-
strictions on exports of many commodities,
particularly in the sectors of chemicals, soft-
ware, computers, and telecommunications
equipment. The strategy focused on the ad-
verse economic impact on U.S. firms and
industries of denying export authoriza-
tions. It called for expediting procedures to
ensure prompt insurance of the licenses,
simplifying Export Administration Regula-
tions to make these more user friendly, and
reducing the fragmentation of administra-
tion responsibilities among several U.5.
government agencies.

During the Cold War, Congress al-
lowed the executive branch broad author-
ity to administer export controls on dual-
use items. The trend is clearly moving
toward limiting this discretion. Whereas in
the past, export control decisions have al-
ways been exempt from judicial review,
under the pending bills to renew the EAA,
including the administration bill, the ex-
porter would be afforded the right of re-
dress in the courts.

The spread of high technology across
the world makes unilateral controls less ef-
fective than before, and these are particu-
larly damaging to U.S. exporters. Accord-
ingly, unilateral controls are being
eliminated, except in limited circumstances
(such as with Iran), while the U.S. takes the
lead in increasing the effectiveness of mul-
tilateral controls.

Principal export control regimes and
groups are:

@ NPT Exporters Committee, or Zangger
Committee, as it is often referred to, was cre-
ated to coordinate implementation of the
NPT’s Article III.2. This article requires
each NPT party to ensure that IAEA safe-
guards are applied to their exports to non-
nuclear weapons states of source or special
fissionable nuclear material and “espe-
cially designed or prepared” equipment

1996

and material. One of the main activities of
the Zangger Committee since its creation
has been to produce and clarify the control
list, often called the “trigger list.” Member-
ship of the NPT Exporters Committee con-
sists of twenty-nine states, whose represen-
tatives meet twice a year.

@ Nuclear Suppliers Group (NSG) was
created to coordinate nuclear export con-
trols in a multilateral forum not directly
tied to the NPT. NSG guidelines require
that a recipient non-nuclear weapons state
accept safeguards on all its nuclear activi-
ties, not just the exported item, as a condi-
tion for the supply of nuclear material,
equipment, and technology. The guidelines
also emphasize the importance of exercis-
ing restraint in the export of sensitive com-
modities and technology, such as enrich-
ment and reprocessing, and call for
consultation in cases where such exports
might increase the risk of conflict or insta-
bility. The NSG meets several times a year
and has thirty-one members.

“Australia Group” is an informal
forum of states, chaired by Australia,
whose goal is to discourage and impede
CW and BW proliferation by harmonizing
national export controls on CW precursor
chemicals, BW pathogens, and CBW dual-
use production equipment; sharing infor-
mation on CBW proliferation develop-
ments; and seeking other ways to curb the
use of CBW. The group has established
common export controls for CBW and has
issued an informal “warning list” of dual-
use CBW precursors, bulk chemicals, and
CBW-related equipment.

® Missile Technology Control Regime
(MTCR). The purpose of the MTCR is to ar-
rest missile proliferation worldwide
through export controls on missiles and
their related technologies. It is neither a
treaty nor an international agreement;
rather, the MTCR is a voluntary arrange-
ment among twenty-seven countries that
share a common interest in stemming mis-
sile proliferation and controlling exports of
missile-related items in accordance with
common guidelines and a technology
annex. The MTCR originally controlled
missiles and unmanned air vehicles capable
of carrying a 500 kg payload to a range of
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300 km; it has since been extended to cover
missiles capable of delivering any weapon
of mass destruction (nuclear, biological, or
chemical) of any weight to any range.

@ Coordinating Committee for Multilat-
eral Export Controls (COCOM) was a multi-
lateral export control regime established in
1949 to maintain common controls on
items that could enhance the military capa-
bilities of the then Communist Bloc na-
tions. Presidents Clinton and Yeltsin
agreed at the Vancouver summit to elimi-
nate export control relics of the Cold War
and to establish in their place a partnership
between the East and West in this area.
COCOM formally ended on March 1994,
but members agreed to keep national con-
trols on former COCOM-controlled items
until the new regime is established. On the
basis of a September 1995 meeting in the
Hague, the “New Forum” post-COCOM
regime is scheduled to come into existence
in January 1996, with Russia and several
East European states among the twenty-
eight founding members. It is based on the
principle of exchanging information about
the transfer of arms and sensitive dual-use
goods and technologies.

In addition to stopping the transfer of
technology with military applications to
potential adversaries or aggressive states,
U.S. export control policy also aims to mon-
itor technology flows that are acceptable in
themselves but that need to be tracked to
prevent diversion and to ensure that U.S.
forces recognize the military capabilities
they might face in any given region. Occa-
sional attempts have been made to control
the conventional arms trade, the most re-
cent being the 1991 agreement among the
five permanent members of the U.N. Secu-
rity Council to notify each other of arms
sales to the Middle East. This agreement
collapsed in the wake of China’s with-
drawal after the United States announced
that it would sell F~16s to Taiwan in 1992.

Conclusions

While successful arms control agree-
ments can limit the spread and reduce the
number of weapons and otherwise en-
hance security and stability, standing alone
they seldom prevent a state that is deter-
mined to acquire such weapons from
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doing so. They can, however, raise the po-
litical or economic costs to such a degree
that many states will forgo the use or ac-
quisition of these weapons. In this regard,
the NPT is a shining example of the effec-
tiveness of U.S. arms control efforts. It has
codified and strengthened the international
norm against nuclear proliferation such
that no state has been willing to openly vi-
olate the treaty, and very few states have
attempted to skirt it even covertly.

Whereas arms control agreements at
the height of the Cold War were designed to
cap or limit buildups and modernizations,
the post-Cold War role of arms control
agreements is to manage weapons reduc-
tions that are already underway, because
countries are cutting spending in what they
perceive as a less threatening environment.

Despite the end of the Cold War, Rus-
sia remains indispensable to successful
arms control on such issues as dismantling
the nuclear weapons legacy of the Cold
War and working out new arrangements
for European security to supplement the
CFE Treaty. A major issue is adjusting Cold
War-era agreements to retain their arms
control accomplishments while permitting
responses to the changed post-Cold War
threats, e.g., permitting defenses against
rouges with missiles within the framework
of the ABM Treaty and promoting stability
in the Caucasus while preserving CFE lim-
its on conventional forces.

In zones of regional conflict, the press-
ing arms control problem is to prevent the
spread of advanced weapons technology.
Global regimes to contain or roll back
weapons of mass destruction are more or
less in place, with the exception of a com-
prehensive test ban treaty and confirma-
tion of signed treaties. Progress has been
made to safeguard nuclear technology and
material, as well as to limit the spread of
missile technology. Efforts are underway to
supplement these agreements with cooper-
ative security-building measures. But the
success of these regimes may depend on
progress towards resolving regional con-
flicts, such as those in Northeast Asia, the
Middle East, and South Asia.



CHAPTER NINE

Introduction

. efense engagement is a term that
is being used by the Office of the
Secretary of Defense (OSD) to
describe the long-standing politi-
cal-military issue of the nature,
scope and scale of noncombat military and
defense support of U.S. foreign policy in
peacetime, a role that has evolved from
many changes in political and professional
thinking.

The Cold War national strategy of con-
tainment demanded the presence of a mod-
ern, trained U.S. military capability world-
wide, maintenance of its readiness for
combat, and help to friendly and allied
countries around the globe to develop
stronger national defenses. The United
States initially provided a bargain-basement
shortcut to military modernization with its
World War II and Korean War stocks of in-
expensive but reliable arms and a wide
range of associated military equipment.
Under the Mutual Defense Assistance Pro-
gram, which became Security Assistance in
the early 1960s, the U.S. provided on a grant
basis or sold a wide range of defense arti-
cles and services, including professional ed-
ucation and technical training. By the early
1980s, however, Security Assistance had be-

come a prisoner of its own bureaucracy,
leading one Unified Commander to observe
that its programs “satisfy the requirements
of trying to deal with Congress, but do not
necessarily help us as we work with our re-
gional allies in carrying out our [national se-
curity] responsibilities.”

During the Cold War, the United States
also conducted low-cost and low-profile po-
litical-military activities in other regions of
the world, such as the provision of humani-
tarian and advisory assistance, and main-
tained service-to-service contacts. Yet, these
initiatives remained marginal in DOD’s re-
source-allocation process and the military’s
doctrinal thinking. For years, the armed ser-
vices minimized these nonstandard pro-
grams and criticized them for diverting re-
sources and undermining force readiness.

As of the mid-1990s, however, the situ-
ation has begun to change. The defense
community’s past resistance to using non-
combat means to project U.S. influence is
slowly giving way. The difference has been
a post-Cold War national-security strategy
emphasizing active leadership and involve-
ment worldwide, also known as engage-
ment and enlargement (of the community
of democracies). This strategy challenges
the Defense Department not only to ensure
that the armed forces maintain the capabil-
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ity to protect U.S. interests with force but
also to employ the department’s civilian
and military organizational, professional,
and institutional assets to support the Na-
tional Security Strategy’s goals of security,
economic prosperity, and democratic
growth—goals that do not translate easily
into classical defense and military concepts.

Foreign Military Interaction

Early in 1995, the Joint Staff defined foreign military interaction as “initiatives
whereby U.S. defense personnel—by direction of US Defense authorities and in coordi-
nation with the US country team—interact with foreign defense personnel on a systemic
and cooperative basis to achieve national security objectives.” Most of the instruments
examined in this chapter fall under the heading of Foreign Military Interaction (FMI), and
several were on a 1995 Joint Staff list identifying sixteen separate FMI programs. How-
ever, the Joint Staff’s list is not all-inclusive; for example, it excludes the Excess Defense
Articles and Direct Commercial Sales programs.

Successful FMI programs depend upon close cooperation between Defense and
State personnel at the regional and national levels. Ideally, the geographic CINCs, work-
ing within policy guidelines set in Washington and collaborating with U.S. ambassadors
and country teams within their areas of responsibility, tailor programs and activities to
meet changing local and regional requirements, thus anticipating trends rather than re-
acting to events as they occur.

FMI Programs and Activities Grouped by Funding Source*

Department of State:
Foreign Military Sales (FMS)
International Military Education and Training (IMET)
Foreign Military Financing (FMF)

Department of Defense:
Combined Planning and Exercises
Traditional CINC Programs (TCP)
Regional Study Centers
Special Operations Forces (multiple activities)
Defense Attaché System (DAS)

Army Foreign Area Officer (FAQ) Program
Personnel Exchange Program (PEP)
Schools of Other Nations (SON) Program
Port Calls, Visits, Deployments, and Demonstrations
Cooperative Threat Reduction (CTR) Program

Gofunded by State and Defense:
Partnership for Peace
Humanitarian De-mining
Counterdrug Programs

* Source: Director for Strategic Plans and Policy (J-5), “Foreign Military Interaction: Strategic Rationale,” (Over-
seas Presence Joint Warfighting Capabilities Assessment), January 1995.
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Faced with these new realities, the
1995 National Military Strategy, prepared by
the Joint Chiefs of Staff, identifies “peace-
time engagement” as one of three sets of
tasks for achieving the military objectives
of promoting stability and thwarting ag-
gression. This term, the publication says,
describes a broad range of noncombat ac-
tivities undertaken by U.S. armed forces,
which demonstrate commitment, improve
collective military capabilities, promote de-
mocratic ideals, relieve suffering, and in
many other ways enhance regional stability.

A little-noticed trend toward greater
innovation in selectively using military
forces and defense resources in peacetime
outside of the traditional framework of
military assistance had already emerged in
the Americas during the 1980s, as U.S.
Southern Command developed more im-
mediately responsive and effective forms
of defense involvement in order to support
the Reagan administration’s Central Amer-
ican policy. These included using active
duty, reserve, and National Guard units to
conduct engineering exercises and military
humanitarian deployments for training in
the Caribbean Basin. By 1987, Southern
Command had a catalogue of twenty-
seven defense activities, including security-
assistance programs, to offer U.S. country
teams in the Americas. Other unified com-
mands have since adopted, and adapted,
many of the same activities and programs.

instruments

This chapter examines two groups of
initiatives under the conceptual umbrella
of defense engagement. The first com-
prises Foreign Military Interaction (FMI),
which includes military assistance, mili-
tary education, and joint planning, exer-
cises and operations. The second group
combines DOD programs that constitute
“defense diplomacy.”

Military Assistance

The United States offers grant and com-
mercial-sales programs to enable friendly
nations to acquire U.S. military equipment,
services, and training for legitimate self-de-
fense and burden-sharing purposes. Ade-

quate military capabilities among allies de-
crease the likelihood that U.S. forces will be
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Arms Deliveries to Developing
Mations by Recipient, 1987-94
Deliveries to the leading recipients
(in millions of current US Dollars)*

Vietnam

Syria

Saudi Arabia
54,200

e Iraq
Afghanistan 16,600
13,200

Sourck: Richard Grimmett, Congressional Research Service
Norte: Data refer to deliveries from all supplier countries combined.
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called on to intervene in a crisis and im-
prove the odds that U.S. forces will find a
tavorable (interoperable) situation should
intervention prove necessary.

DOD manages a number of congres-
sionally authorized military-equipment
programs. Known during the Cold War as
Security Assistance, these programs are
now called Foreign Operations Assistance.
This term also refers to a range of nonde-
fense programs discussed in other chap-
ters, such as the Economic Support Fund
(ESF), migration and refugee assistance,
and international narcotics control. This
section discusses two elements on the Joint
Staff’s FMI list—Foreign Military Financ-
ing (FMF) and Foreign Military Sales
(FMS)—as well as Excess Defense Articles
(EDA) and Direct Commercial Sales (DCS).
To avoid confusion with the nondefense as-
pects of the Foreign Operations Assistance,
the term “military assistance” is used here.

Since the mid-1980s, trends have de-
veloped in four areas that atfect military
assistance programs:

@ Congressional interest. A trend to-
ward greater congressional oversight of na-
tional security policy begun in the 1970s
continues in the mid-1990s. Increasingly,
Senate and House authorization commit-
tees oriented toward foreign policy, as well
as appropriation subcommittees, use legis-
lation to delimit and guide implementation
of military assistance programs. They di-
rect, for example, the inclusion (or exclu-
sion) of specific countries and earmark the
level of funding for specific states. These
four legislative bodies often require the ex-
ecutive branch to provide notification be-
fore specific military assistance initiatives
can be implemented, such as before lethal
equipment and air frames are provided or
sold to particular countries, and when
there is an intent to give or sell excess de-
fense articles to any foreign government.

Foreign interest. The success of the
United States in the Persian Gulf war has
significantly increased foreign interest in
U.S. military doctrine, equipment, and
training. Many governments share the ex-
panded, post-Cold War U.S. security policy
agenda—covering such issues as democ-
racy, drugs, and peacekeeping—leading to
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many requests for military equipment, tech-
nical training, and professional education.

@® Funding. Since the mid-1980s, con-
gressional funding of the two principal
military assistance programs, FMF and In-
ternational Military Education and Train-
ing (IMET), has steadily declined. Foreign
governments today, freed from the ideolog-
ical constraints of the Cold War, have be-
come more price conscious and often shop
for the best arrangements to purchase
equipment and training. This has resulted
in a shift toward FMS and DCS;
toward alternative U.S. sources,
like the Excess Defense Articles
program; and toward the use of
other suppliers, such as Russia,
France, and the United Kingdom.

Arms transfers. Over the
seven-year period from 1987 to
1994, the value of international
arms deliveries to developing na-
tions steadily declined. In 1994,
the trend reached its low point of
$14.4 billion (of which $6.7 billion
were U.S. sales), slightly more
than a quarter of the 1987 total.
This pattern reflects the conclusion of the
Iran-Iraq War, the end of the Cold War, and
the winding down of other regional con-
flicts. While many major U.S. arms clients
in the Middle East ordered substantial
amounts of equipment after Desert Storm,
deliveries are proceeding slowly, partly be-
cause of the need to absorb equipment but
mostly because of budget difficulties.

Foreign Military Financing (FMF). FMF
has long been the primary means by
which the U.S. government finances the
purchase of U.S. defense articles and ser-
vices by select friends and allies. However,
Washington has changed its procedures
from a loan system at near market interest
rates, the norm in the mid-1980s, to a grant
arrangement. The latter method is in-
tended to help governments receiving
FMF to devote scarce financial resources to
economic development.

The initial force and effectiveness of
this program worldwide have been lost
gradually since the mid-1980s as a result of

Rapier anti-aircraft missile system
in Turkey.
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two trends. First, congressional appropria-
tions have steadily decreased from $5.2 bil-
lion in FY 1986 to $3.2 billion in FY 1995.
Secondly, annual legislation has fenced in-
creasingly larger percentages of this fund-
ing. In 1995, more than 98 percent of FMF
was for Israel and Egypt, the main recipi-
ents ($3.1 billion), and for several small,
specialized programs, such as aid to build
democracy in Haiti ($3 million). This left
only $25.7 million available in 1995 for dis-
cretionary allocation among eligible coun-
tries. Foreign Military Financing aided
twenty-eight countries in 1984; eleven years
later, it assisted nine nations and a demi-
ning program. The termination of most
country programs has had a debilitating in-
fluence on the quality and scope of U.S. de-
fense relations with many Latin American,
East Asian, and Middle Eastern countries.

Foreign Military Sales (FMS). The FMS
program enables friendly nations to buy
U.S. military equipment, services, and
training. Purchases are made with some
U.S. financial assistance for eligible coun-
tries. As measured by agreements signed
rather than by deliveries, FMS averaged
$11.5 billion annually between FY 1984 and
FY 1992. After a one-year jump in FY 1993
to $32.4 billion due to sales to the Middle
East, FMS returned to a lower level of $13.2
billion in FY 1994 and an estimated $8 bil-
lion in FY 1995. FMS also covers the sale of
professional military education, which is
consistently high, accounting for well over
50 percent of the international students in
DOD schools. By providing foreign forces
with U.S. hardware, using U.S. military
personnel to familiarize foreign officers
with its operation and maintenance, and
by educating future military leaders in the
United States, FMS fosters and reinforces
the idea of interoperability with the U.S.
armed forces. DOD also benefits from the
tendencies of foreign sales to keep impor-
tant production lines running and lower
the unit costs of key weapons systems.

The FMS program is affected by a con-
gressional restriction on the transfer of
FMS-purchased material to third parties,
which hinders the disposal of obsolescent
material and the purchase of new equip-
ment to replace it. In addition, the Arms
Export Control Act requires that the costs
of implementing the FMS program be paid
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by FMS customer countries. An adminis-
trative surcharge of 3 percent is applied to
most sales. A 5 percent rate is applied to
nonstandard items and services. In addi-
tion, a logistics-support charge of 3.1 per-
cent is also applied on certain deliveries of
spare parts, equipment modifications, sec-
ondary support equipment, and supplies.

Direct Commercial Sales (DCS). Some
states prefer to rely on direct commercial
purchases of U.S. military hardware, train-
ing, and technical assistance from defense
contractors. These companies must first ob-
tain export licenses, which require State
Department approval. Estimated commer-
cial sales in FY 1995 were $5.9 billion. Dur-
ing the period 1989-1995, DCS purchases
averaged about 31 percent of purchases
through the FMS program. The trend in the
mid-1990s is toward growth in DCS rela-
tive to FMS. Depending on the type of
equipment or services purchased as well as
possible legal or policy limitations, this ap-
proach offered cheaper arrangements and
fewer bureaucratic obstacles.

Excess Defense Articles (EDA). Defense
articles no longer needed by the U.S.
armed forces—ranging from rations and
uniforms to used vehicles, cargo aircraft,
and ships—may be sold to eligible coun-
tries and international organizations under
the FMS program, or transferred without
cost under provisions of the Foreign Assis-
tance Act of 1961. An elaborate framework
of rules governs the EDA. A joint Defense-
State EDA Coordinating Committee, for
example, matches requirements with assets
and U.S. policy priorities, trying to ensure
some equity in distribution of items among
countries. Several Central and Eastern Eu-
ropean countries are eligible to receive
only nonlethal EDA. A limit exists on the
annual value of EDA that a foreign govern-
ment may acquire by sales or grant—in fis-
cal year 1995, this limit was $250 million
(although exceptions are made for high-
cost items, such as ships). And Congress
must be notified of all EDA sales or grants.
In fiscal year 1994, total EDA amounted to
$1.1 billion, a decrease compared with the
average of $1.5 billion in FY 1991-93. The
decline reflects the existence of budgetary
constraints in many countries interested in
EDA, as well as a certain amount of frus-
tration with the bureaucracy surrounding
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this program. Morocco, Turkey, Greece,
and Israel were the largest recipients of
grant EDA in 1994. Given the ineligibility
of most countries for FMF funding, both
State and DOD are seeking ways to make
better use of EDA as an instrument of pol-
icy, particularly the program’s ability to
support developing countries with limited
defense budgets. As the downsizing and
modernization of the U.S. armed forces
continues to slow down, fewer articles will
be available in the immediate future, in-
creasing the competition for EDA.

In sum, military assistance programs
reflect increasing congressional involve-
ment in the direction and details of U.S.
foreign policy through its control of the
foreign-operations budget. When the exec-
utive and legislative branches agree on ob-
jectives and the concept for using FMF and
EDA as instruments of policy, proactive as-
sistance tends to take place, although af-
fecting fewer countries and at lower levels
of funding than during the Cold War era.
Many foreign governments, becoming
aware of Congress’s influential role, have
begun to make their case strongly on Capi-
tol Hill as well as to U.S. ambassadors.
There is flexibility in this DOD category of
policy instruments, but it is found in pro-
grams that are outside the formal Foreign
Operations budget process: in Foreign Mil-
itary Sales and, particularly, in Direct Com-
mercial Sales—programs over which State
and Defense can exercise more indepen-
dent control.

Military Education

International Military Education and
Training (IMET). The premise underlying
IMET is that educating younger foreign
military officers in the United States in-
vests in the future promotion of U.S. inter-
ests. Graduates may rise to positions of
prominence within the military, govern-
ment, or business community of their
countries, and Washington desires access
to these future leaders. Furthermore, the
United States wants to help emerging lead-
ers utilize their defense resources more ef-
tectively and encourage self-reliance in na-
tional defense.
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International Military Education and Training

by Region

(in millions of current year dollars)

1988 1989 1990

Near East and
South Asia

3 Europe

| EastAsia
Pacific
Western
Hemisphere

Africa

1991 1992 1993 1994 1995 1996

Source:Defense Security Assistance Agency

More than 100,000 students from 114
countries have attended IMET courses in
1976-1995, averaging 5,500 annually in
1976-1989 and 3,800 annually in 1990-95.
The attraction is twofold: grantees gain in-
sight into U.5. combat techniques as well
as learn how the armed forces fulfill their
role in a functioning democracy. Schooling

IMET Country Programs FY 1985-96

Fiscal Year

1996 (planned)

1985
1986
1987
1988
1989
1990
1991
1992
1993
1994
1995

Thousand FY 96 $ Number of Countries Number of Students
79,269 91 6,600
74,106 96 6,200
74,480 96 6,300
60,672 98 5,600
58,302 95 5,300
55,932 94 4,500
53803 97 4,900
49,476 99 4,400
45,900 105 4,500
23,585 103 2,100
27,140 114 2,800 (estimated)
39,781 113

Source: Defense Security Assistance Agency
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is highly sought after by foreign govern-
ments: interest far exceeds funding levels
and available classroom seats.

In 1991, Congress legislated a variant
of IMET for education on resource man-
agement, civilian control, military law, and
regard for human rights. This initiative, en-
titled Expanded IMET (E-IMET), allows
civilians with defense-related interests
from foreign government agencies, legisla-
tures, and nongovernmental organizations
to participate in IMET programs. The legis-
lation has also fostered a popular and
highly effective series of courses taught
overseas by mobile education teams.
E-IMET shows great promise in its ability
to bring senior civilian and military offi-
cials together in their own country, often
for the first time, for shared, confidence-
building educational experiences. The in-
troduction of E-IMET, however, has de-
creased the amount of money available for
traditional professional military education.

Regional Study Centers. This relatively
inexpensive FMI program, begun in 1993,
allows regional unified commanders to
offer academic courses on defense plan-
ning and management in democratic soci-
eties for mid- to senior-level foreign mili-
tary personnel and, when possible,
civilians. The first regional study facility
chartered by the Secretary of Defense was
the U.S. European Command’s George C.
Marshall Center in Garmisch, Germany:. It
focuses on instructing personnel from Cen-
tral and Eastern Europe and the former So-
viet Union. In 1995 an Asia-Pacific Center
was being established in Hawaii to support
the U.S. Pacific Command. The aim of this
facility is to foster a broader understanding
of U.S. military, diplomatic, and economic
interrelationships in the Pacific.

In sum, these two initiatives are solid
investments in the future—the future sta-
bility of many friendly countries world-
wide and future U.S. access to and interac-
tion with senior government officials in
these countries.

Joint Planning, Exercises, and
Operations

A group of loosely related, relatively
new Defense Department programs for
joint planning, exercises, and operations
existed on a small scale during the Cold



United States and Royal Thai
Marines fast rope from a CH-46
Sea Knight helicopter during
Exercise Gobra Gold *95.
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War, although they became more common
in Central America in the 1980s. These pro-
grams have become common practice with
many more countries since the end of the
Cold War.

Combined Planning and Exercises. Spon-
sored by either the Chairman of the Joint
Chiefs of Staff, unified commanders, or the
military services, combined planning and
exercises focus on improving U.S. military
readiness while fostering interoperability
between U.S. forces and potential military
partners. These high-profile events build
interpersonal contacts and force collabora-
tion among participants, outcomes that are
integral to successful coalition operations.
The roots of the spectacular allied achieve-
ments during the Gulf War can be found in
a series of increasingly more sophisticated
regional exercises during the 1980s, which
built a foundation of operational and logis-
tical planning and cooperation. The trend
in the mid-1990s toward reduced forward-
basing of U.S. military forces worldwide in-
creases the importance of the relationships
that grow out of combined planning and
multilateral exercises. These opportunities
also become important confidence-building
measures among neighboring states.

This category includes exercise-related
construction, a dimension that provides a
tangible example of U.S. commitment to a
country and can facilitate subsequent U.S.
deployments in response to regional crises.
U.S. Southern Command used exercise-re-

lated construction strategically in the 1980s
to develop Honduran airfield and port ca-
pabilities to deter Nicaraguan aggression
against its neighbors, while creating the
transportation infrastructure needed to
support a U.S. military response. Joint and
combined planning and exercise activities
tend to be expensive and often, because of
their strategic importance, drain funding
intended for other defense programs.

Traditional CINC Activities (TCAs). The
five regional Unified Commanders con-
duct a variety of EMI activities to promote
regional stability and support other na-
tional security goals. While programs vary
based on each command’s requirements,
TCAs share common characteristics. Plan-
ning is responsive, flexible, and transpar-
ent, and accomplished in coordination
with U.S. diplomatic missions. Examples of
major TCAs include U.S. military liaison
teams working in former Soviet-bloc coun-
tries; the activities comprising “cooperative
engagement” in the Asia-Pacific region;
staff exchanges with Middle Eastern coun-
tries; training deployments for reserve and
National Guard units in the Caribbean
Basin; and the peacetime Psychological
Operations program worldwide. (See
chapter on unconventional military instru-
ments.) Unified commanders have two
major concerns about TCAs: internal DOD
funding has tended to fluctuate from year
to year, making a consistent program diffi-
cult to achieve; and, in this regard, a mech-
anism is needed to weigh different CINC
requirements against the funds appor-
tioned within DOD.

Cooperative Threat Reduction (CTR) Pro-
gram. Also known as the Nunn-Lugar pro-
gram after its congressional sponsors, CTR
focuses on the states of the former Soviet
Union that retain nuclear weapons: Russia,
Ukraine, and Kazakhstan. The program’s
broad goals include facilitating safe dispo-
sition of nuclear weapons and other
weapons of mass destruction; preventing
proliferation of such weapons; maintaining
regional stability; and avoiding the return
of a Cold War-type rivalry with Russia.
CTR-funded activities include Russian-U.S.
peacekeeping exercises and the establish-
ment of high-level communication links
between the Defense Department and min-
istries of defense in Russia and Ukraine.
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FMI activities involving former Soviet
states do not come under the auspices of a
geographic CINC, being instead managed
by the Office of the Secretary of Defense
and the Joint Staff. Therefore, CTR does not
fall under the TCPs funded by the military
departments; nor do CTR activities include
formal military education under IMET.

Partnership for Peace (PFP). This post-
Cold War initiative aims to build working
ties between NATO and the militaries of its
former Warsaw Pact adversaries, with an
eye to developing possible future members
of NATO and maintaining cordial relations
with the militaries of nations that opt to re-
main outside of NATO. Exercises under
this program will focus on improving the
capability of PFP militaries to work to-
gether in peacekeeping, search and rescue,
and humanitarian-assistance operations,
particularly in NATO-led combined joint
task forces.

Twenty-six states have joined the Part-
nership since the January 1994 NATO sum-
mit when the initiative was announced. But
as of late 1995, participation in PFP activi-
ties, not to mention interoperability with
NATO, is hampered by chronic resource
problems, equipment obsolescence, opera-
tional incompatibilities, and leadership defi-
ciencies. Once these problems are overcome,
interaction between NATO and its PFP part-
ners should lead to better military coopera-
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tion and greater burden-sharing, which
should improve U.S. strategic flexibility.

Funding by the United States is critical
to the success of this fledgling program.
Eastern PFP partner states are unlikely to
have the fiscal wherewithal to fund their
own activities, and enthusiasm among
other NATO countries for assisting with
the program is doubtful. To help jump-
start partner integration into PFP and ini-
tial participation in small-scale military ex-
ercises, President Clinton announced while
visiting Warsaw in July 1994 a bilateral ini-
tiative to provide $100 million in assistance
to PFP member countries in 1996—$25 mil-
lion of which would be earmarked for
Poland. The Departments of State and De-
tense will most likely share this funding
using a 60/40 split.

Counterdrug Programs. In 1989, Con-
gress directed DOD to take charge of de-
tecting and monitoring maritime and air
transit of illegal drugs bound for the
United States. Four years later, the Presi-
dent’s strategy shifted the emphasis from
fighting drug transit to supporting coun-
tries where the drugs originate so these
countries can better conduct their own
counterdrug operations. DOD provides re-
sources in five areas: support to source na-
tions; detection and monitoring of transit
zones; support for domestic drug law-en-
forcement agencies; inijtiatives to dismantle
cartels; and demand-reduction programs.
In addition, the State Department uses
FMF to sustain its own fleet of military air-
craft in two major source countries and
fund a small military education program.
(A more detailed discussion of these pro-
grams can be found in the chapter on un-
conventional military instruments.)

In sum, the true measure of U.S. de-
fense involvement abroad is not only the
forces deployed worldwide but also the
wide array of programs used to associate
and work with other countries to achieve
different shared goals. This strategy will be
successful in each region of the world to
the degree that each unified command’s
persistent, low-profile, and long-range pro-
grams reduce the need to deploy forces in
emergency situations.
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Defense Dipl@maﬁy in other ways as well. The former is not an
official term. As used in this chapter, it

groups different defense and service activi-
ties whose relevance and importance as in-
struments of policy either have not been
recognized or have been taken for granted.
Consequently, these initiatives tend to
occur without a plan to create synergy or
to guide their development and exploita-

In contrast to FMI programs that geo-
graphic CINC’s use within their overseas
areas of responsibility, the category of de-
fense diplomacy includes professional con-
tacts involving the Secretary and his princi-
pal civilian and military assistants, the
Chairman of the Joint Chiefs of Staff, mem-
bers of the Joint Staff and the three military tion over time. Lastly, they lack the estab-

departments, or their representatives. Also Jished funding sources and bases in legisla-
an integral part are policy-related, outreach  {on that undergird FML

activities by DOD’s academic and research
institutions, such as the National Defense
University and the Defense Resource Man-
agement Institute, and by various DOD
agencies, such as the Defense Mapping
Agency and the U.S. Army’s School of the
Americas. Most frequently, initiatives in
this category take place in the United
States. Defense diplomacy and FMI differ

Defense diplomacy is not new, but it
has long been downplayed as routine. De-
fense officials often do not think of their in-
teractions with counterparts from other
countries or the initiatives taken by their
agencies that engage foreign personnel as
instruments of foreign policy. In the past,
such activities have been presumed part of

NDU’s Role in U.S-China Defense Diplomacy

Official refations between U.S. and Chinese national defense universities were established in 1987. The 1987 agreement actually put the seal on
informal ties that had been developing steadily since the early 1980s.

Both sides were eager to advance relations. At the height of the Cold War, the United States wanted to consolidate military-to-military relations
with China, which were considered significant in the continuing struggle with the Soviet Union. Moreover, relations with the Chinese National Defense
University (NDU) fit neatly within the overall framework of military-to-military ties, which, at that time, embraced high-level visits, working-level ex-
changes, and so-called military/technical cooperation, or the transfer of certain types of military and dual-use technologies to China.

For their part, the Chinese, although not unwilling to send a signal to Moscow about their position in the Cold War, were more interested in gain-
ing information relevant to their military modernization program. Beijing emphasized such priorities as assessing U.S. military technologies, profes-
sional military education and training, and concepts of operations and doctrine. Despite differing priorities, the relationship developed because both
sides decided that such ties served their respective interests.

Relations came 1o a halt, however, in the wake of the Chinese military’s violent suppression of the demonstrators in Tiananmen Square in June
1989. Relations remained in limbo until January 1994, when the president of the U.S. NDU visited his counterpart and agreed, in principle, to recon-
struct institutional ties. That effort progressed reasonably well, despite a pause in mid-1995. In late 1995, the president of the U.S. NDU visited China’s
NDU, and further advances in the institutions’ relations are planned for 1996.

Despite the ups and downs of the relationship, the United States derived considerable benefit from links between the two national defense uni-
versities. Bonds established between the leaders of the institutions have been maintained, despite retirements and transfers on both sides. Also, inter-
actions at lower levels of the faculties and staffs produced a self-sustaining cadre of military and civilian professors and researchers who gained in-
sight into the strategic priorities and methods of their counterparts. For example, the U.S. gained access to information on China’s assessment of the
regional security environment, the military budgeting process, Chinese thinking about doctrine and operational art, and Chinese perceptions of the re-
quirements of professional military education. Lastly, relations between the two institutions form a network that supports continued communication,
despite problems in overall bilateral relations. The link between the two military establishments embodied in the ties between the NDUs may forge a
new strategic basis for U.S.-Chinese ties in the future.

Two major lessons can be drawn from the experience of the inter-NDU relationship. First, defense engagement is a dependent variable; the
scope and scale of defense relations are influenced by the tenor of overall relations. In the case of China, defense relations were the first to lapse and
the last to be restored. Although defense engagement enhances bilateral ties and may help to slow a decline, its role in shoring up strained relations
is less than clear. Secondly, in the absence of shared strategic objectives, defense engagement is difficult to establish and sustain. For example, as of
the mid-1990s, China is suspicious of U.S. strategic intentions. In these circumstances, defense-related initiatives designed to build confidence and a
basis for improved relations encounter some difficulty. Great care and sensitivity are required in defining the engagement agenda to include areas of
common interest and mutual benefit.
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the job, and not always
one that was welcomed.

In the post-Cold War
era, however, there is an
important niche in DOD’s
participation in peace-
time engagement for de-
fense diplomacy. For one
thing, certain strategic re-
lationships and issues do
not fit easily into the uni-
fied-command-based
model of overseas presence. For example,
Mexico, Canada, and the states of the for-
mer Soviet Union do not fall under a geo-
graphic CINC. The Office of the Secretary
of Defense and the Joint Staff are better po-
sitioned in Washington to manage most of
the delicate defense-policy interactions in
these countries. Likewise, some security is-
sues—alliance policies, weapons of mass
destruction, arms transfers, and confi-

dence-building, for example—are so politi-
cally sensitive that they are handled di-
rectly by the Pentagon.

Also, the norm in military relation-
ships worldwide is the association of coun-
terparts—ministry to ministry, service to
service, joint staff to joint staff. While some
foreign governments appreciate the
CINC’s potential as a patron within the
U.S. system of military assistance and are
willing to work closely with him, others
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prefer to deal directly with their counter-
parts in Washington.

Furthermore, DOD has developed an
unprecedented capacity to educate and
train its civilian officials, as well as to build
functional staff expertise in several special-
ized areas, such as resource management,
public affairs, and emergency manage-
ment. During most of the Cold War, there
was little interest in exporting any defense
know-how outside of the United States.
Today’s security environment and policy to
promote democracy make sharing such
abilities more feasible and desirable.

The department’s defense-diplomacy
activities tend to fall into five categories
with somewhat fuzzy boundaries, some of
which are long-standing practices and
some of which are new to the 1990s:

High-level contacts: official visits
overseas, counterpart visits to the United
States, defense ministerial meetings, bilat-
eral-security working groups, contact with
the Washington diplomatic corps, and per-
sonal associations with senior foreign lead-
ers that mature over time.

Staff talks: bilateral Joint Staff talks,
multinational service conferences, and both
joint and service expert exchange opportu-
nities (relating to subjects such as military
law, simulations, and force development).

@ Sharing professional expertise: OSD
briefing (teaching) teams from such staff
offices as Program Analysis and Evalua-
tion, the Emergency Planning Directorate,
and the Defense Intelligence Agency; the
U.S.-U.K. Kermit Roosevelt exchange mili-
tary lecture series; NDU’s collaboration
with the Inter-American Defense College;
and various DOD outreach programs.

Developing an understanding of de-
fense issues and requirements among civilian
defense officials: foreign attendance of
courses in service and defense education
systems for DOD’s civilian professionals;
meetings between visiting government and
legislative officials and DOD’s civilian
functional area experts; and short work-
shops in Washington designed to address
this need.

® Academic[research support of policy:
formal affiliation with sister institutions for
military education; counterpart exchange
visits by directors of military colleges and
universities; roundtable discussions and
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workshops to share ideas with visiting
civilian and military dignitaries, acade-
mics, and journalists on topics of their in-
terest; and the distribution of magazines,
reports, and other professional literature
published by service and defense academic
and research institutions—ideally material
published in foreign languages.

Thus far, there is no formal network of
programs for defense diplomacy similar to
FMI, no funding sources other than exist-
ing representational and regionally focused
service “cooperation” funds, and no man-
agement structure within OSD, the Joint
Staff, or the service staffs. There is no one
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to meet the security or governance needs
of a country or subregion by crafting pro-
grams that draw upon activities in one or
more of these categories. The outlook for
this multifaceted instrument as a means of
U.S. influence is continued ad hoc use and
failure to realize defense diplomacy’s po-
tential. As a minimum, OSD should de-
velop regionally oriented matrices charac-
terizing the key security and defense
policy issues and identifying different de-
fense-diplomacy initiatives to be used (or
created) to address them. Ideally, each re-
gion’s matrix would mesh with, reinforce,
and, in turn, be reinforced by the CINC’s

DEFENSE ENGAGEMENT

in offices devoted to international political-
military affairs who attempts deliberately

strategy for using FMI assets.

Repelling Aggression in El Salvador

The activities of the Department of Defense in support of U.S. policy in El Salvador during its twelve-year civil war (1980-1992) fali somewhere
between “defense engagement in peacetime” and “limited military intervention.” DOD went beyond a normal combination of foreign military interac-
tion programs—FMF, IMET, and TCPs—and defense diplomacy by deploying highly specialized mobile training teams under security assistance, shar-
ing a wide range of intelligence products, and supporting the country’s large military management requirements, particularly in a military emergency.
Washington went to great lengths to keep the U.S. military presence in El Salvador small, limiting the number of trainer/advisors to fifty-five, and to
ensure that its overall approach to military support did not replicate earlier Cold War experiences.

By the end of the Salvadoran civil war, the Pentagon and individual U.S. services had provided a myriad of programs, services, and suggestions
to their Salvadoran counterparts in an effort to help the government of El Salvador defeat the FMLN insurgency. The only resource purposefully with-
held was the direct involvement of American warfighters. A large military assistance program, mobile training teams, out-of-country training of units,
periodic visits by the CJCS and other high-level U.S. military leaders, assistance with intelligence collection, intelligence sharing, civic action assis-
tance, IMET training in the U.S.—all were tried. Some were successful in advancing U.S. interests, others had no effect one way or the other. A few
had negative results.

What worked. The smartest move the U.S. made in helping El Salvador repel aggression was to resist the temptation of direct U.S. military in-
volvement in the fighting. The preponderance of U.S. assistance was spent on teaching the Salvadorans to teach themselves, i.e., on training the train-
ers. Also, what advanced U.S. interests best was assistance uncluttered—and carefully crafted for the Salvadoran situation and culture. The resident
presence of U.S. military personnel, officers and enlisted, was also extremely heneficial when those assigned represented the best of the U.S. profes-
sional force, i.e., role models. The exposure of the Salvadoran military, and of civilians who harbored a distrust of their armed forces, to what a profes-
sional military acting under civilian leadership is all about was the most effective method of conveying those concepts.

What seldom worked, The U.S. put enormous effort into intelligence sharing. With a multitude of platforms and other data gathering mecha-
nisms, the U.S. tried to pass information that could be of use to the Salvadoran allies. This seldom had effect. First, it was most often too little, too late.
Secondly, Salvadoran expectations as to what the all-knowing U.S. intelligence community could produce far outstripped reality. As a result, the Sal-
vadoran military never understood or accepted the importance of intelligence. In a similar vein, the U.S. effort to demonstrate the importance of
PSYOP, particularly in counterinsurgency warfare, was wasted. The assignment of PSYOP trainers with no in-depth knowledge of Salvadoran culture or
the mindset of its military had either no discernable impact or was, as in one case, an unmitigated disaster.

What always failed. The delivery of messages by high ranking U.S. military or Defense civilian visitors, especially the delivery of messages hav-
ing nothing to do with military matters, never had the desired resuit. The distinguished status of the visitor never made up for a necessarily limited
personal knowledge of the environment into which the message was being delivered. Thus, messages were inevitably mangled and misunderstood.
Worse yet, the U.S. often then proceeded on the false assumption that the message had gotten across. Activities that the U.S. employed to encourage
attitudinal and institutional reforms within the Salvadoran military almost always came to naught. The U.S. rarely, if ever, had sufficient knowledge of
how the Salvadoran military truly functioned, or what its institutional mindset was on any given subject. The U.S. practice of conditioning all or part of
military assistance funds each year to coerce changes within the armed forces was largely counterproductive.
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Conclusion

The conclusions of two 1995 studies
underscore the importance of defense en-
gagement today and for the future. First,
the Commission on Roles and Missions of
the Armed Forces argued that engagement
in peacetime is a sound and relatively inex-
pensive investment in the promotion of re-
gional stability and the nurturing of demo-
cratic norms. It encouraged measures
further to integrate and coordinate defen-
sive engagements within DOD and other
government agencies. Secondly, a study of
the effectiveness of one education pro-
gram, IMET, conducted by the Institute for
National Strategic Studies, concluded that
this form of defense engagement has had a
positive effect on many foreign civilian and
military leaders who have participated in
U.S. programs, frequently causing them to
to be more favorably inclined toward the
United States and its policies.

While the United States has made con-
siderable progress in adapting how mili-
tary resources are used in peacetime today,

108 INSTITUTE FOR NATIONAL STRATEGIC STUDIES

beyond solely maintaining readiness for
combat, three general patterns are emerg-
ing that may shape the future of defense
engagement in peacetime.

Reliance on DOD's resources. Funding
for foreign policy initiatives is shrinking,
even as defense civilians and units of the
armed forces demonstrate that technical-
military expertise and professionalism can
be an effective diplomatic tool, particularly
in peace operations, and while FMI pro-
grams and defense diplomacy increasingly
support U.S. security policies worldwide.

Decreasing personnel. In addition to
a growing shortage of officers and non-
commissioned officers with foreign-area
expertise, the particular active duty units
that participate in most FMI programs—
engineers, military police, communica-
tions, and medical—are shrinking in num-
ber at a more rapid rate than the services as
a whole. The immediate impact is to in-
crease competition among the geographic
Commands for the use of remaining units.

D Appearance of defense contractors.
New actors in peacetime defense engage-
ment are defense contractors who negoti-
ate agreements directly with foreign gov-
ernments. They typically advertise
corporate military expertise in such areas
as streamlining security assistance, force
management, modernization, training, and
military transition assistance programs for
emerging democracies. The appearance of
these companies is too recent for an in-
formed judgement to be made about im-
pact on defense engagement. But the ar-
rival of such independent parties suggests
the direction in which this instrument of
U.S. power might travel in the future.
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introduction

ecurity relationships and overseas
presence have come under in-
creasing scrutiny since the end of
{the Cold War. Despite this scru-
tiny, or perhaps because of it,
both the Bush and Clinton administrations
have made a strong case for preserving
commitments to core allies, engaging po-
tential coalition partners, and continuing a
credible military presence in Europe, the
Asia Pacific, the Middle East, and the West-
ern Hemisphere.

The end of the U.S.-Soviet rivalry has
left the United States with a global network
of multilateral and bilateral relationships
without a rationale clearly understood by
the public. Regardless of the absence of a
menacing global threat, which provided a
stable cohesive for past U.S. security rela-
tionships, the United States has an endur-
ing and fundamental interest in preserving
close ties with powerful states. Such ties
can deter regional aggressors, reassure al-
lies and their neighbors, and ensure rapid
and effective military response in the event
of conflict. However, the recent security en-
vironment has led some to question Amer-
ica’s alliances as: too rigid to respond
swiftly to today’s less conventional secu-

rity challenges, unnecessarily benefitting
the U.S."s major economic competitors, and
easily supplanted by less binding relation-
ships that entail fewer political and physi-
cal costs.

Although there is no simple typology
for organizing the complex variety of se-
curity relationships and forces deployed
overseas, this chapter organizes these di-
verse and at times overlapping instru-
ments of national power into four types
of security relationships—the North At-
lantic Treaty Organization (NATO), other
formal alliances, de facto alliances, and
coalitions—and three types of overseas
presence—forward-deployed forces, mili-
tary exercises, and pre-positioned mili-
tary materiel.

instruments

America’s Cold War strategy of con-
tainment was predicated on an extensive
array of alliance commitments and for-
ward-stationed military troops. Of all those
commitments, none was so instrumental in
bringing the Cold War to a peaceful and
successful end as was the transatlantic
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alliance, led by the United States and em-
bodied in NATO, with the United States,
Canada, and eventually fourteen western
European nations including Britain,
France, Germany, and Italy.

NATO'’s genesis was the wreckage left
in Europe after the Second World War: an
imperial, totalitarian regime in Moscow
threatening an exhausted European conti-
nent. Only the United States could balance
the West European democracies against So-
viet hegemony. In response, the U.S. led its
European allies in erecting an economic,
political, and military bulwark to defend
the west against the East. As the military
instrument, NATO became the most im-

NATO Enlargement

The NATO enlargement process faces two dangers. The first is that enlargement
will proceed too fast, which could upset a delicate political process underway in Russia.
The other is that the process slows too much, in which case it couid stall.

Impact on Russia. There is not much consensus at present in Russia on anything,
but there is consensus among the national security elite against enlargement. Many
Russians believe that NATO enlargement would draw a new line in Europe which would
create cultural and economic barriers that would be impossible to overcome. Russian
observers say that if NATO enlarges, Russia may abandon START Il and the CFE Treaty.

Impact on Central and Eastern Europe. Not all of the Central and Eastern European
states may be ready to join NATO at the same time. The 1995 NATO study on enlargement
concluded that decisions should be made on a case by case basis. While the NATO study
makes clear that there are no fixed criteria, it does provide some guidelines, including
that ethnic and border disputes need to be settled. Progress on democratic reform and
civil-military relations will also be an important factor.

As NATO proceeds, it risks separating Central Europe from Eastern Europe and cre-
ating a strategic vacuum in the East. States in this region are concerned they will have
no firm security framework and that they may have to deal with a Russia which is more
aggressive in response to enlargement.

Impact on Western Europe. Western Europe is somewhat divided on the enlarge-
ment issue, with Northern Europe generally more interested than Southern Europe. A West
European consensus could form around the proposition that NATO enlargement should be
tied to EU enlargement. But that may take too long for some in the U.S. and Germany.

Impact on NATO. The 1995 NATO study focuses on enlarging in a way that strength-
ens rather than weakens NATO. A minimum degree of military interoperability will be
needed on the part of candidate countries so that NATO can operate smoothly. The extent of
the modernization required has already generated a debate about the danger of extending
hollow commitments which could cost NATO tens of hillions of dollars to fix. The study also
concludes that NATO has no a priori need for forward deployment of either troops or nu-
clear weapons into any candidate country, but it would reserve the right to do so.
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portant and visible pillar of Western soli-
darity. The key dates were the 1949 found-
ing of NATO; the 1955 decision of the Fed-
eral Republic of Germany to join NATO
rather than choose a course of neutrality,
an action that led to the creation of the
Warsaw Pact nine days later; and the 1967
adoption of a new military strategy of flex-
ible response.

NATO’s vitality as an instrument of
U.S. power derived from the unwavering
American commitment to Europe, U.S.
leadership, common interests and values,
and the gradual, decades-long develop-
ment of mechanisms for cooperation and
consultation. The incremental institutional-
ization of NATO—with the North Atlantic
Council, the many political committees, the
Military Committee, the civilian and mili-
tary international staffs, and numerous
agencies and integrated commands—Iled to
a truly integrated combined military capa-
bility that has endured many intra-alliance
crises, deterred Soviet aggression, and con-
tinues to prove its capabilities in the post-
Cold War era.

In the mid-1990s, NATO remains the
anchor of American engagement in Europe
and the linchpin of transatlantic security.
However, the most successful political-
military alliance in modern history faces a
number of crucial choices with regard to
its future. Among these are the difficult is-
sues associated with NATO's membership
and mission.

NATO’s post-Cold War membership
debate is sometimes simplified as a conflict
between broadening or deepening the al-
liance. The former would try to preserve
the gains of the Cold War’s end by moving
quickly to incorporate the fledgling democ-
racies of Eastern and Central Europe that
achieve certain basic criteria. The latter
would concentrate on maintaining cooper-
ation among the sixteen members of NATO
and delay its enlargement, in particular be-
cause expansion would antagonize Russia.
NATO has balanced the two goals. First,
NATO’s London summit declaration of
July 1990 proclaimed Russia to be no
longer an adversary, and it announced a
new program for diplomatic liaison open
to all the members of the Warsaw Pact.
Next, at the Rome summit in November
1991, NATO’s commitment to an inclusive
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HMS Gloucesier alongside USS
Niagara Falls and USS Fife during
Desert Storm,

Europe was further manifest in its creation
of the North Atlantic Cooperation Council
(NACCQ), which established a new institu-
tional framework for consultation and co-
operation on political and security issues
between NATO and the non-NATO states
of the Conference on Security and Cooper-
ation in Europe (CSCE, later OSCE). Then,
at the January 1994 NATO summit, Presi-
dent Clinton launched the Partnership for
Peace program aimed at drawing inter-
ested countries closer to the alliance
through individual political and (espe-
cially) military partnership programs.

As of late 1995, officials from NATO
member countries continue to struggle
with the issue of defining the criteria for
expanding full membership in the al-
liance. Even if some Central European
countries should meet such criteria for
NATO membership, their entry into the
alliance—still subject to unanimous con-
sent of the members under the Washing-
ton Treaty—could be held up by wide-
spread concerns about Russia’s reaction.
The notion of a strategic understanding
with Russia over NATO expansion seems

as desirable as it is difficult to achieve.
The challenge is to define the NATO-Russ-
ian relationship in a way that strengthens
NATO reassures the Central and Eastern
European states, and satisfies Russia that
its security is in no way diminished.

The debate over NATO’s mission has
concerned whether and how to transform
an alliance traditionally focused on the de-
fense of members’ territory into an alliance
that is also capable—and willing—to re-
spond to the crises that threaten the allies’
collective interests near their territory, or
even farther away. Some observers have
summarized NATO’s post-Cold War
prospects by the phrase “out of area or out
of business.”

In 1991 NATO allies agreed for the
first time on the importance of addressing
security threats beyond the NATO area,
and established crisis management opera-
tions as important NATO missions. In
1993, the allies added peacekeeping to
their crisis response missions by agreeing
to respond to both CSCE and U.N. calls for
peacekeeping on a case-by-case basis. In
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The Purposes of Security Relationships

First and most fundamentally, alliances augment military power. Rather than unilaterally building up mili-
tary power, nations may opt to join a security relationship with other nations.

Secondly, alliances are usually threat-based; that is, they are formed with specific antagonists in mind.
Thus, alliances—and other less formal security relationships—are aimed primarily against a potential threat,
and only derivatively for something. The offensive alliance, in which aggressive nations band in the avaricious
expectation of being able to share the spoils of an offensive victory, is far from the norm.

Throughout history, states have entered into alliances for a variety of other reasons, such as ideology
(holy alliances) or political penetration (satellites or client states subverted, for example, through significant
political, financial, or technical assistance). Moreover, Otto von Bismarck’s diplomacy of constantly shifting
among alliances in the latter half of the nineteenth century was predicated more on considerations of main-
taining order in the international state system than on balancing threatening power.

Thirdly, the common bond holding alliances together is each ally’s perception that its national interest is
served by the alliance. Alliances are rooted in common interests. But unlike individuals, nations cannot have
friends. Because alliances are founded on common interests, it follows that when interests change, alliances
are affected. This goes a long way toward explaining some of the difficulties in alliance management since the
demise of a common global opponent, the Soviet Union.

Some scholars offer less hard-nosed views of the purposes of alliances. Idealists believe that alliances
can be a step toward permanent collective-security regimes, such as the United Nations, or regional-security
communities rooted in common values and respect for international law. Neoliberals emphasize how inter-
locking networks of relations can provide countries with a stake in accepted international norms, customs,
and practices. Hence, neoliberals suggest that alliances are relevant not simply for addressing threatening
power (collective defense) but also for more positive objectives, such as buttressing international order (col-

lective security).

1994, NATO agreed to form Combined
Joint Task Forces (CJTF) as a means of
modifying the Cold War vintage Integrated
Military Structure to achieve the flexibility
and mobility needed for crisis response. In
1995, in its first actual military operation,
NATO military forces unleashed massive,
sustained air strikes in support of major
new diplomatic effort to bring peace to
war-torn Bosnia-Hercegovina. At this writ-
ing (November 1995), such military inter-
vention appeared to have been largely suc-
cessful at protecting safe haven zones and
advancing the peace process. The mere de-
cision to deploy NATO forces outside of its
members’ territory marked a milestone on
the path of transforming NATO into an ef-
fective transatlantic alliance for the post-
Cold War era.

The CJTF initiative holds the most sig-
nificant promise to date for genuine re-ori-
entation of the alliance’s military capabili-
ties for new missions. By investing in the
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concepts, standardized procedures, and ex-
ercise regimes for CJTF as it did for collec-
tive defense, NATO will become the reser-
voir of multinational expertise and
essential infrastructure to conduct the
rapid deployment of task forces to respond
to a wide array of crises. Not only will this
give NATO the means to mount operations
as an alliance, but the latent cooperation
among its participating nations will pro-
vide a nucleus to deploy coalitions of the
willing outside of NATO’s political-mili-
tary apparatus as well. In this regard, the
Western European Union (WEU) will be a
special benefactor of CJTE. Simply the pres-
ence of a CJTF capability will go far to reas-
sure NATO's friends and to deter aggres-
sion well beyond NATO's borders.

Yet it is no surprise that the political
struggle to agree on a concept for CJTF ca-
pabilities and employment has been espe-
cially difficult. More so than any other
post-Cold War initiative, CJTF goes to the
heart of the allies” debate over the future of
the alliance. While most want CJTF to be at
the center of European collective security
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and crisis management, some see it at the
periphery as a backstop to capabilities the
WEU hopes to some day obtain. While
none see the WEU today as capable of
managing, for example, the crisis in
Bosnia, those who see NATO's future as a
backdrop to Europe’s own capability in se-
curity and defense want to avoid the cre-
ation of a permanent crisis-management
tool such as CJTF in NATO. A still more
fundamental question remains: Whether
NATO will continue to be a collective de-
fense alliance directed at outside threats or
whether it will take on a different task as
the provider of security to all of Europe, in-
cluding Russia.

In large part, the answer to that ques-
tion will be revealed as NATO deploys its
implementation Force (IFOR) to Bosnia in

response to the Dayton peace plan. In
Bosnia, theoretical debates over future insti-
tutional relationships are yielding to the eal-
ities of political will and military capability.
As a result, IFOR’s operational links to the
EU, OSCE, WEU and UN, as well as to
many non-NATO nations, will establish the
precent for what works in crisis response.

Approval of IFOR’s deployment
brought France closer to NATO’s military
structures. In addition, the late 1995 French
decision to re-join NATO'’s Military Com-
mittee and to participate regularly in meet-
ings of defense ministers may prove a most
significant turning point in mapping
NATO’s place in Europe’s future security
structure. France will be engaged in
NATO’s military policy planning process
for the first time in nearly thirty years.

Within the framework of the North At-
lantic Treaty, the United States and Canada
maintain an additional defense agree-
ment—the North American Aerospace De-
fense Command (NORAD). NORAD's pri-
mary interest in the 1960s was to defend
North America against air attack (meaning
bombers from the Soviet Union). By the
1970s, NORAD's objectives had broadened
to deterrence against ballistic missile attack
through warning and assessment. Then, in
1986, the two nations agreed to upgrade
their systems to counter an evolving cruise
missile threat. In the mid-1990s, NORAD
units routinely assist law enforcement agen-
cies in their efforts to stem the tide of illicit
drugs into Canada and the United States.
The evolution of NORAD's objectives will
undoubtedly continue as new technologies
redefine the threats against Canada and the
United States. In the final analysis, the
NORAD Agreement represents the amica-
ble and enduring relationship between
Canada and the United States.

Other Formal Alliances

Besides NATO, the other principal for-
mal alliances are in East Asia and the West-
ern Hemisphere. Unlike multinational
NATO, America’s alliances in East Asia are
chiefly bilateral. Even so, the Cold War’s
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U.S. Military Personnel in Foreign Areas, FY 1988-95

(in thousands)

609

356 341 20

Total

i Other
) . Europe
{1 East Asia/Pacific

286 yos
285 ‘ -

98 128

1988 1989 1990

1991 1992 1993 1994 1995

Source: DOD

Note: Figures are as of the end of the Fiscal Year (September 30). Thus, totals for 1990 do not include maximum Desert
Storm deployments, which peaked between the close of FY 1990 and FY 1991.

end has placed similar strains on America’s
Asian-Pacific alliances, raising questions not
only about the mission of these alliances but
also about how these bilateral relationships
should or could be interwoven into the fab-
ric of a larger Pacific community.

During the Cold War, the U.S. govern-
ment built a fire wall between trade and se-
curity issues that prevented trade disputes
from interfering with critical security rela-
tionships. That fire wall has disappeared,
and U.S. administrations continue to
search for an effective means of integrating
competing security and economic interests.
The problem of balancing U.S. economic
and security interests has been most acute
with Japan, whose $65 billion trade surplus
with the United States has led a number of
critics to call for holding the security al-
liance hostage to Tokyo’s redressal of the
trade imbalance. The limitations of coer-
cive linkage seem obvious, given the inher-
ent need for allies to retain a high degree of
trust and public support.

The U.S.-Japan Alliance. Throughout
the Cold War, the U.S.-Japan security al-
liance was the cornerstone of American
strategy in the Asia-Pacific region. From its
origins—following the American occupa-
tion of a vanquished nation—the post-
World War II relationship with Japan has
emphasized a complementary rather than
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an identical power-sharing arrangement.
In the 1950s, Japanese Prime Minister
Shigeru Yoshida forged a consensus that
Japan would focus on its economic recov-
ery and growth, and the United States
would concentrate on maintaining military
security. Thus, in exchange for allowing
U.S. forces to be stationed on Japanese ter-
ritory, the United States guaranteed the
safety of Japan.

The so-called Yoshida Doctrine served
the mutual interests of the United States
and Japan: Japan prospered economically
while the United States used Japan as an
unsinkable aircraft carrier to contain Soviet
aggression. For a brief time in the early
1970s, this arrangement came under fire, as
the U.S. withdrawal from Vietnam set in
motion a short-lived effort in Japan for
greater defense autonomy for its Self-De-
fense Forces (SDF). But the alliance emerged
stronger for the testing, with, for instance,
Japan’'s 1981 commitment to defend the sea
lanes out to 1,000 nautical miles from the
home islands. Japan’s military role ex-
panded in a manner that was defensive and
complementary to the U.S. armed forces. In
particular, the SDF enhanced its capabilities
for conducting anti-submarine warfare and
air-defense missions, while the United
States continued to focus on offensive
power-projection capabilities.

In the mid-1990s, the United States and
Japan have achieved unprecedented levels
of bilateral cooperation. Japan pays more
for U.S. forces, transfers more technology to
the United States, engages in more com-
bined training, and assumes more roles and
missions within the alliance than at any
other point in its four-decade history. How-
ever, in many ways, this close relationship
is only a superficial continuation of policy
trajectories established during the Cold
War. Without significant efforts to redefine
and win public support for the alliance’s
main purpose, as well as efforts to reformu-
late roles and missions within a more equal
strategic partnership, this alliance between
the world’s two largest economies could
falter in the years ahead.

Although not always apparent due to
the succession of relatively weak coalition
governments, Japan is emerging as a major
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player in international security affairs.
There should be no mistaking the commit-
ment of Japan’s elites in government, busi-
ness, and politics to the alliance with the
United States as the centerpiece for Japan’s
future security. However, in the mid-1990s,
there were growing signs in Japan’'s policy
planning of renewed attention to global
and regional multilateral institutions, as
well as stronger independent capabilities
as means of hedging against possible U.S.
withdrawal or leadership fatigue. Some in
Japan appeared to be questioning old
taboos regarding force projection, arms ex-
ports, and even nuclear weapons. In the
1980s, the best and the brightest Japanese
bureaucrats worked on the alliance with
the U.S.; in the mid-1990s, they work on
Asian affairs, peacekeeping, or planning a
“well-balanced” (rather than complemen-
tary) military force structure. Momentum
and energy in Japanese policy planning are
flowing away from the alliance.

Sensing this drift in the alliance, and
faced with a possible conflict on the Korean
peninsula to which U.S. forces in Japan
would have to respond, senior U.S. officials
in late 1994 launched an intensive one-year
effort to begin shoring up the U.S.-Japan al-
liance. The Department of Defense initia-
tive culminated in a new joint security dec-
laration, which was set to be announced by
the two governuments at a summit meeting
in spring of 1996. It is to reaffirm the al-
liance and cite specific enhancements
agreed to or underway. More importantly,
in November 1995 the government of Japan
issued a new National Defense Program
Outline which declared the security rela-
tionship indispensible to Japan’s national
interest. Officials in both capitals appeared
poised to enhance security cooperation ap-
propriate to the post-Soviet-era.

Despite this management effort, the
U.S.-Japan alliance faces continuing chal-
lenges in the years leading up to the
twenty-first century. As long as Japan
maintains a massive trade surplus with the
United States and a major threat fails to
materialize, Americans increasingly will
demand that the security relationship be
leveraged to force Japan to make economic
concessions. The final outcome of such a
policy is unknown, but clearly it could run
the risk of undermining the alliance. The
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demise of the alliance, in turn, could destabi-
lize the increasingly important Asia-Pacific
region, which lacks a mature regional secu-
rity framework and remains marked by di-
vided countries, territorial disputes, and his-
toric suspicions.

The U.S.-South Korean Alliance. Unlike
NATO and the U.S.-Japan alliance, the al-
liance between the United States and the
Republic of Korea (ROK) has been predi-
cated on maintaining deterrence in the face
of the division of the Korean peninsula, not
on the Soviet threat of the Cold War era.
Given that considerable uncertainties sur-
rounding North-South relations are likely
to remain for the rest of the 1990s, the al-
liance is apt to retain its original purpose.
However, if tensions abate on the penin-
sula following an October 1994 Agreed
Framework between the U.S. and North
Korea over its nuclear facilities, then the
U.S—ROK alliance will require a thorough
review of its rationale, its division of labor,
and its place in the regional context. The
shared and complementary interests of the
two countries seem likely to continue well
into the next century. After all, Korea,
united or not, desires a powerful if distant
ally to balance against its larger neighbors.
Likewise, the United States holds a strong
interest in helping its eleventh-largest trad-
ing partner fulfill its objective of becoming
a larger bulwark for regional stability.

Other Asia-Pacific Alliances. The United
States also continues to have treaty al-
liances with several other nations in the
Asia-Pacific region, including the Philip-
pines and Thailand, of which the most im-
portant is that with Australia. Washington
and Canberra have enjoyed a long tradition
of close political-military consultation and
cooperation that predates even the 1951
ANZUS Treaty. Australia hosts and oper-
ates with the United States several joint fa-
cilities that make key contributions to U.S.
security, and the two countries have exten-
sive programs for joint exercises as well as
intelligence and scientific cooperation.

The Americas. Another artifact of Amer-
ica’s Cold War alliance network is the 1947
Inter-American Treaty of Reciptocal Assis-
tance, signed in Rio de Janerio. As the col-

INSTITUTE FOR NATIONAL STRATEGIC STUDIES 115

SECURITY RELATIONSHIPS




STRATEGIC ASSESSMENT

Coalition Organization and Execution

A number of issues will affect how well the coalitions in which the U.S. is likely to
participate will cohere and function:

&1 Pre-coalition groundwork. Advance preparation, such as increased joint train-
ing, education, exercises, and exchanges, can introduce U.S. military personnel and civil-
ian counterparts to prospective coalition partners, as discussed in the chapter on De-
fense Engagement.

#1 Access to foreign facilities. Because future coalitions are likely to be more flex-
ible and short-lived, the United States cannot count on the same degree of access to
foreign military facilities that it enjoyed during the Cold War era. This suggests that U.S.
military forces will have to become more autonomous, even if achieving this capability
is costly.

E1 The core military group. In any coalition, some countries inevitably become part
of a core group while others remain peripheral to decision making and the execution of
operations. In Desert Shield and Desert Storm, the United States and Saudi Arabia were
politically and financially at the core, whereas the United States, Britain, and perhaps
France were militarily at the core. Combat operations will proceed more smoothly if core
nations exclude those that cannot conduct combined operations with similar equipment
and doctrine. On the periphery, there are two basic categories of pariners: those that can
make a useful contribution in the military operation, and those that cannot, but add polit-
ical cover.

& Coalition maintenance. A robust liaison with militarily and politically essential
partners may be necessary to hold together a coalition. In the Guif War, for instance, the
United States saturated the Saudis’ and other key pariners’ defense apparatuses with
competent U.S. civilians and officers to ensure a unity of effort. If combined combat op-
erations are contemplated, then it is in the interest of U.S. component commanders to
check and double check, rehearse and re-rehearse actions to be undertaken to avoid
costly mistakes, including fratricide. Given that coalitions are often symbolic and require
much political give-and-take, U.S. leaders may devote much effort to the collegiality and
diplomacy required to placate the national sentiments of coalition partners.
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lective-security treaty for the Western
Hemisphere, the Rio Treaty calls for consul-
tation in the event of a threat rather than in-
voking an automatic response like Article 5
of the North Atlantic Charter. The absence
of such an unambiguous “musketeer prin-
ciple”—all for one and one for all—has
tended to emphasize diplomacy rather than
concerted military cooperation among the
countries of the Americas, only 22 of which
have ratified it. In fact, when the Rio Treaty
was invoked by Argentina in its 1982 war
with Britain over the Falkland-Malvinas Is-
lands, it proved ineffective in rallying
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diplomatic and military support. There
were no common interests to unite neigh-
boring countries suspicious of each other.
Although the Rio Treaty was designed to
keep foreign powers at bay and to provide
the United States with political and moral
legitimacy to wage the Cold War on behalf
of noncommunist nations, it was seldom
used to significant effect.

It is precisely this looser mutual com-
mitment among countries of the Western
Hemisphere that has begun to change in
the 1990s, as a result of unprecedented co-
operation in economic matters and the al-
most universal acceptance of democracy as
the political ideal. U.S. defense diplomacy
as well as military interaction with coun-
terparts have made important contribu-
tions in the areas of Latin American politi-
cal-military cooperation and respect for
human rights. While the Rio Treaty itself
has had no impact, trust and confidence
among neighbors is growing on several
levels. This can be seen in the 1994 Summit
in Miami; the first-ever 1995 Defense Min-
isterial in Williamsburg, Virginia; the ex-
tensive involvement of regional police and
military forces in bring peace and stability
to Haiti; and the hemisphere’s collective
success in ending sustained combat in 1995
between Peru and Educador as well as set-
ting the stage for negotiations to resolve
this long-standing border dispute. These
events, and particularly the supportive,
low-profile role played by U.S. civilian and
military defense officials, underscore the
potential for greater confidence and secu-
rity building within the American neigh-
borhood and the prospect for more effec-
tive collaborative engagement abroad.

De Facto Alliances

While any nation could potentially be-
come a coalition partner with the United
States in a time of crisis, some countries
have security relationships that are al-
liances in all but name. That is, although
they may lack a formal treaty of alliance, the
variety of military, political, and other inter-
actions with these countries make them de
facto allies. Particularly important are the
relationships with three Middle Eastern
states because of the vital U.S. interests at
stake and the level of threat they face.




STRATEGIC ASSESSMENT 1996

Recent Coalitions

Since the end of the Cold War, the United States has found coalition partners from all over the globe.
Some of the more significant recent coalitions were:

# Desert Shield/Storm: In 1990, the U.S. deployed 500,000 troops to the Persian Gulf as part of a U.S.-
led coalition force to defend Saudi Arabia. In January 1991, the U.S.-led coalition commenced a six-week mili-
tary campaign that liberated Kuwait and crushed the Iragi armed forces. Coalition forces, particularly from key
NATO allies, such as Britain and France, played an important military role in the victory.

5% Southern Watch: Since 1992, U.S. and coalition aircraft have enforced a no-fly zone over southern Irag.

& Provide Comfort: Under way since the end of the Gulf War, this operation maintains a secure environ-
ment that permits humanitarian assistance to flow to the endangered Kurdish population of northern lrag.
Multinational operations include approximately 1,500 U.S. military personnel and some 50 aircraft sorties per
day, on average, from NATO bases in Turkey.

{21 Vigitant Warrior: in October 1994, after two Iraqi Republican Guard divisions massed on the Kuwaiti
border, the U.S. deployed a Marine Expeditionary Unit, elements of a heavy Army division, a carrier task force,
and additional land-based aircraft to reinforce security partners Kuwait and Saudi Arabia.

74 Uphold Democracy: In September 1994, the United States entered Haiti peacefully to oversee the re-
turn of the country’s popularly elected government (ending President Jean-Bertrand Aristide’s three-year exile)
and the departure of the nation’s military leaders. The use of U.S. military power in an effort to restore a demo-
cratically elected government was the first such operation in the Western Hemisphere ever authorized by the
United Nations. Various regional nations pledged support to help provide civil control after the U.S. military op-
eration reined in the armed forces, police, and paramilitary groups.

@ Deny Flight: Beginning in April 1993, about 1,700 U.S. military personnel stationed in Europe partici-
pated with NATO allies to enforce a ban on military flights over Bosnia, monitoring the U.N. protection areas and
providing close air support to U.N. peacekeepers in Bosnia when called upon.

1 Able Sentry: Since the spring of 1993, about 500 U.S. troops have participated in the U.N. observer force,
now called the U.N. Preventive Deployment in the former Yugoslav republic of Macedonia, providing a stabilizing
presence and preventing the conflict in other regions of the former Yugoslavia from spilling over into Macedonia.

1 Sharp Guard: Starting in April 1993, three U.S. naval vessels and approximately 7,800 U.S. personnel
participated regularly with NATO allies in maritime enforcement of sanctions against Serbia in the Adriatic Sea,
with intermittent support from other assets of the U.S. Sixth Fleet. As with Deny Flight, Sharp Guard was terimi-
nated in December 1995 with the establishment of IFOR.

& Support Hope: From June through September 1994, some 2,000 U.S. military personnel from Europe
deployed to Africa to organize and carry out emergency humanitarian relief operations for refugees fleeing a
brutal civil war in Rwanda. While the U.S. operation was unilateral, it directly supported multinational govern-
mental and nongovernmental efforts at providing humanitarian support. Moreover, as the U.S. pulled out in the
autumn of 1994, its major Asian ally, Japan, dispatched peacekeeping forces to support refugee camps in Zaire.

7% Provide Relief: From August 1992 until March 1993, the U.S. conducted a military airlift from Mombasa,
Kenya, to deliver goods to Somali refugees. The U.S. also led the Unified Interim Task Force from December 1992 to
May 1993, which was a large-scale coalition effort to stem mass starvation.

Israel. U.S. interests are tightly inter- War, Israel was an essential partner in the

woven with those of Israel for historic, po-
litical, and moral reasons. Ever since Presi-
dent Harry Truman promptly recognized
the new state, the United States has been
pledged to its survival. During the Cold

Cold War struggle to limit Soviet influence
in the region. In the post-Cold War era, the
U.S. supports Israel’s security through a
combination of means, not the least of
which is major security assistance so that
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Responsibility Sharing

The United States has increasingly expected its allies to assume greater responsibility for regional security. From the mid-1980s to 1993, U.S. an-
nual defense outlays declined in real terms by over 15 percent ($60 billion). Post-Cold War changes in the international environment have enabled other
U.S. reductions, with active duty end strengths dropping 20 percent since the end of the Cold War, and major force components down 15 to 25 percent
from 1990 levels. Since 1990, the U.S. has reduced troop levels permanently stationed overseas by over 225,000 (44 percent)—mostly out of Europe—
and its estimated real annual stationing costs (including military pay) have been reduced—through negotiated agreements as well as lower forces lev-
els—by nearly $10 billion (33 percent).

U.S. allies in Europe, East Asia, and the Middle East provide a wide array of host-nation support to the United States. DOD estimates that the U.S.
receives more than $10 billion annually in cost-sharing and cost-avoidance from European and East Asian allies, which equates to roughly 40 to 50
percent of the extra costs of deploying

those forces overseas. Japan's contri- gy mmary of Estimated Defense Cost-Sharing/Host Nation

pulion s the highest ofany allk and @ gyppgrt to the United States for 1994
new host-nation agreement and spe- ($ in millions)

cial-measures agreement worked out Direct Indirect Total Support
in late 1995 committed Japan to ap- Support: Support (other than forgone revenue)

roximately $5 billion in direct and in- o . - ol e
p. . Germany $242 $249 $1176 $1300 $1418 $1549
direct support for each of the next five
years. The Republic of Korea, which Japan 3403 3857 766 766 4169 4623
provides land and facilities for U.S. Republic of Korea 265 266 1368 1368 1633 1634
use, logistics support and manpower Other European and Pacific® 18 35 796 823 814 858
augmentees, contributes about $3 bil- Europe and Pacific Subtotal 3928 4407 4106 4257 8034 8664
lion a year &nfdlrect support, |nd|15rect Kuwait 186 186 4 4 190 190
support, and foregone revenue. Esti-

PP 9 . . Total 4114 4593 4110 4216 8224 8854

mates of Germany’s direct support, in-
direct support, and foregone fevenues Source: Secretary of Defense, Report on Allied Contributions to the Common Defense 1995.

Notes: Excludes some Middle East contributions. Excludes foregone revenues.
a. Direct cost-sharing estimates (low range) reflect pledged contributions.
b.0ther Host Nations include: Belgium, Canada, Denmark, France, Greece, ltaly, Luxembourg, the Netherlands, Norway, Portugal, Spain,
Turkey, and the United Kingdom.

are in the range of $2 billion a year.

Israel can maintain its qualitative edge 1980s that enabled the United States to de-
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over any likely combination of aggressors.
Moreover, the United States supports Israel
in its pursuit of a peaceful and stable re-
gional framework with its neighbors for
the long-term.

Saudi Arabia. Saudi Arabia, as the
largest Gulf state supportive of Western in-
terests, sits atop a critical region of the
world for its oil and yet is adjacent to two
major security concerns in Iraq and Iran.
The security of Saudi Arabia is not guaran-
teed by a formal treaty of alliance; how-
ever, successive American Presidents over
several decades have reiterated the U.S. in-
terest in its safety. The Gulf War and the
Vigilant Warrior deployment of 1994
demonstrated the firmness of this and sim-
ilar commitments. It was Saudi Arabia’s
decision to gradually buildup a vital mili-
tary infrastructure during the 1970s and
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ploy overwhelming military force against
Irag. Since 1991 a continuing U.S.-led oper-
ation to keep watch on Saddam Hussein
has been based in the region, and Saudi
Arabia and Kuwait have borne much of the
deployment’s cost. Some Saudis are con-
cerned about these costs and about he con-
tinuing presence of U.S. soldiers in what is
a conservative Muslim society. Of course,
as the U.S.-led coalition to defend Kuwait
suggested, aggression against any of the
six members of the Gulf Cooperation
Council (Saudi Arabia, Kuwait, Qatar,
Bahrain, the United Arab Emirates, and
Oman) would be likely to compel an
American response.

Egypt. For nearly two decades during
the Cold War, Egypt, the Arab world’s most
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populous country, led an anti-Western, pan-
Arab movement that supported Soviet ob-
jectives in the Middle East. From the 1970s
onward, however, Egypt became a stalwart
Western supporter, first in the Cold War
and then in the establishment of an Arab-Is-
raeli peace process. Egypt’s willingness to
make peace at Camp David was the first
major breakthrough in the peace process.
Cairo continues to take a leading part in
promoting interests shared with the United
States throughout the Middle East, whether
in rallying Arab League backing for Kuwait
after the Iraqi invasion, providing two divi-
sions to Desert Storm, or offering key sup-
port to the Middle East peace process.

Coalitions

Alliances, whether de jure or de facto,
represent the traditional security commit-
ment of the Cold War era. Since the
breakup of the East-West contest, however,
rigid ideological alignments have given
way to far less structured and more ad hoc
arrangements. In response to crises, coali-
tions of the willing have formed. Of these
various coalitions, it is useful to distinguish
between those led by the United States, al-
beit perhaps authorized by the United Na-
tions or regional collective-security bodies,
and those directed by the United Nations in
which the U.S. participates.

For the foreseeable future, Washington
will continue to insist that it lead and di-
rect any operation that may involve U.S.
military forces in combat or prospective
combat situations. Conversely, if the situa-
tion can be characterized as posing little
risk of combat—as is the case in traditional
peacekeeping operations, such as in
Cyprus—then the United States is likely to
encourage other nations to carry the bur-
den of leading and directing the coalition
operation. In short, in combat situations in
which the National Command Authorities
have decided to intervene, the United
States will seek U.N. authority but abjure
U.N. direction. Besides domestic political
opposition to U.S. troops under U.N. com-
mand, a basic reason for this distinction is
that any effective military operation re-
quires a unity of command and effort.

Coalitions and formal alliances both
offer the same potential benefits, although
the chief benefit of a coalition is typically
different from that of an alliance. Whereas
both types of security relationship offer po-
litical legitimacy and an aggregation of
military power, the emphasis in a coalition
is on the former, whereas the emphasis in
an alliance—which, after all, is a latent war
community—is on the latter.

Another advantage of both types of
association is the aggregation of finances
and resources to support military opera-
tions. Also, both coalitions and alliances
can serve a restraining function by limiting
the actions of allies and coalition part-
ners—for example, by eliminating the
chance that a given nation will join an op-
ponent’s coalition.

Whatever the benefit of any given
coalition, its relative merits need to be
weighed against the potential costs of cre-
ating it. The fundamental risk in setting up
or joining a coalition is that national objec-
tives may become submerged, diverted, or
derailed. An identity of common interests
and objectives is rare enough among two
or three countries. Disparities are magni-
fied geometrically, however, when even
larger groups of nations are involved.
Agreement in international organizations
or among large groups of coalition part-
ners usually represents something like the
lowest common denominator of interests.
This can make a coalition’s objectives
murky. From an operational perspective, it
can sharply restrict the scope, pace, and
flexibility of operations.

In short, the political and diplomatic
imperative to seek consensus within a
coalition often stands at odds with the mil-
itary imperative to achieve results through
the threat or use of unrestrained force.
Thus, in some instances, the impulse to
form a restrictive or binding coalition
should be suppressed in order to maintain
maximum flexibility. Future coalitions, like
their predecessors, will cohere principally
in proportion to the level of perceived
threat. Given that starkly different scenar-
ios for the future are plausible, U.S. al-
liance and coalition policies will have to re-
main, above all else, flexible.
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Clemenceau-class aircraft carrier
Foch during exercise Distant
Drum.

This chapter has implicitly assumed
that the United States will largely remain a
status quo power, and that its primary ob-
jectives in participating in military coali-
tions will be to enhance stability in general
and to defend specific national interests in
particular. Like most states, the United
States tends to view its own behavior as
benevolent and defensive. Yet, U.S. deci-
sion makers should not assume that others
share this view. Even governments that
Washington does not regard as hostile
worry about the uses to which U.S. power
might be put, and even traditional U.S. al-
lies may not always approve of U.S. poli-
cies or actions. These facts suggest that
when thinking about future alliances and
coalitions, Washington also needs to think
about preventing future arrangements
from forming against the United States.

Forward-Deployed Forces

The most critical military aspect of
U.S. engagement strategy is forward de-
ployment. Post-Cold War reductions are
nearly complete, and as of mid-1995, the
United States sustained an overseas pres-
ence of about 255,000 personnel (or 15 per-
cent of the total active force). That figure
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represented a 50 percent reduction, down
from 510,000 personnel stationed overseas
just six years earlier.

Often, even a token presence can serve
like a cooling rod in a nuclear power plant.
This is particularly true in Asia, where a
power balance among China, Japan, and
the members of the Association of South-
east Asian Nations has yet to be struck. The
roughly 100,000 U.S. military personnel
stationed in East Asia stabilize the balance,
reassure U.S. security partners, and pre-
vent unnecessary regional military
buildups. Most Asians recognize this more
readily than Americans, which is why they
wish U.S. forces to stay and why Japan is
willing to contribute a high level of host-
nation support. Although the U.S. Govern-
ment remains committed to current force
deployments in Japan and South Korea for
the foreseeable future, future events and
evolving political debates may encourage
Washington to focus more on capabilities
than quantities. For instance, the alleged
rape of a Japanese schoolgirl by American
servicemen crystallized debate over plans
to reconsolidate U.S. facilities on Okinawa,
which houses some 28,000 or 62 precent of
the U.S. troop presence in Japan. If the bi-
lateral commission established in late-1995
to review America’s 40 facilities on Oki-
nawa is perceived as stonewalling the local
Okinawans, then it is highly likely that
U.S. presence in Japan will remain a
volatile political issue. Hence, especially if
there is a diminution of the threat from
North Korea, subsequent U.S. security
planners may find it prudent to focus less
on the number 100,000 and more on essen-
tial missions and types of leading-edge
forces, especially naval and air, which ade-
quately convey the seriousness of Amer-
ica’s commitment to the region.

Reassurance also remains important in
Europe, where most want Germany to retain
its non-nuclear status and defensive posture.

Forward-deployed forces are funda-
mental to America’s ability to react to
crises around the world that affect vital in-
terests or humanitarian concerns. In Desert
Storm, about 95 percent of the airlift ar-
rived via Europe. A review of twenty-
seven operations mounted between March
1991 and October 1994 reveals that more
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USAREUR forces being loaded for
pre-positioning afloat, Antwerp,
Beigium.

than half were staged from Europe. With-
out forward-staging areas, America’s abil-
ity to react would be severely constrained.

Each service struggles with a portion
of forward deployment:

@ Many in the Army would prefer to
bring home the two heavy divisions in Eu-
rope while only retaining a “reception cen-
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ter” infrastructure. There may be a case for
replacing armor with more mobile light
units. Similarly, should the threat from the
North disappear on the Korean peninsula,
the 2nd Infantry Division in South Korea
might also be reduced or removed, al-
though there appears to be mounting inter-
est in retaining at least a residual U.S.
ground presence, and perhaps an en-
hanced naval and air presence, for regional
reassurance and crisis response well into
the next century.

® The Navy finds it increasingly diffi-
cult to retain a significant presence in the
Caribbean, Mediterranean, Atlantic, Pa-
cific, Indian Ocean, and Persian Gulf with
a fleet two-thirds the size of a decade ago.
As Marine Expeditionary Units increas-
ingly provide a mobile presence for crisis
management, there do not seem to be
enough forces to go around.

@ More than the other services, the
Air Force emphasizes the coercive impact
of all military assets, not just those de-
ployed overseas. Thus, while the Air Force
agrees that forces stationed overseas are
the most tangible form of U.S. presence, its
global-presence concept contends that
space assets, ICBMs and bombers in the
U.S., aircraft carriers, and airborne units all

COLOUGLAS
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exert influence on or coerce U.S. adver-
saries to varying degrees.

Closer to home, the United States
maintains an important military presence
on foreign territory within the Western
Hemisphere, in Panama and Cuba. Al-
though the U.S. will honor the 1977
Panama Canal treaties, which call for the
complete withdrawal of all U.S. military
forces from the country before the begin-
ning of the year 2000, both sides agreed in
late 1995 on the need to retain a forward
U.S. presence into the next century. Thus,
even after relocating America’s Southern
Command to Miami, Florida, the U.S.
armed forces stationed in Panama at the
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beginning of the next century could be in
the range of 5,000 troops. In addition, the
United States retained forces based in
Guantanamo, Cuba.

The post-Cold War decline in Amer-
ica’s overseas military presence has in-
creased U.S. reliance on long-range trans-
portation to project power. Throughout the
course of any given year, the United States
Transportation Command (USTRANS-
COM) shows the flag on every continent
and in most countries of the world. More-
over, USTRANSCOM is essential to all U.S.
military operations, as well as many global
humanitarian and peace operations. For in-
stance, in 1995, USTRANSCOM moved
5,000 British troops and their equipment to
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the Bosnian theater. While unremarkable in

and of itself, the airlift was yet another
demonstration of how the capability to
project power overseas has become an inte-
gral part of America’s long-term commit-
ment to allies and security partners around
the world.

The Goldwater-Nichols Department of
Defense Reorganization Act of 1986 placed
greater emphasis on joint training and ex-
ercises. Accordingly, the emerging role of
U.S. Atlantic Command as the Joint Force
Integrator and the start-up of the Joint
Warfighting Center contribute to this em-
phasis through a higher degree of integra-
tion of joint training, exercises, and doc-
trine than existed during the Cold War.

The Chairman of the Joint Chiefs of
Staff (CJCS) Exercise Program remains the
Chairman’s principal vehicle for achieving
interservice and multinational operational
training. Exercises also demonstrate U.S.
resolve and the capability to project mili-
tary presence anywhere in the world, and
they provide an opportunity to stress
strategic transportation and C*I systems
and to assess their readiness.

1996

CINC-sponsored exercises, a large
subset of the CJCS Exercise Program, are
continuing their transition in the post-Cold
War environment to reflect emerging secu-
rity relationships, evolving theater strate-
gies, and increased joint task-force training.
The emphasis of CINC-sponsored exercises
has shifted from a few large-scale exercises
focused on global contingencies and con-
flicts to an increased number of smaller-
scale exercises focused on regional contin-
gencies. As a result, CINC-sponsored
exercises have increased in number from
ninety in FY 1990 to two hundred in FY
1995, but they have decreased in size and
scope. As the permanent overseas presence
of U.S. forces has been reduced, joint exer-
cises have increasingly been used to main-
tain regional access and presence and to
demonstrate U.S. resolve. Other exercise
trends include increased use of modeling
and simulations in exercises; the enhance-
ment of military relations and interoper-
ability with allies and security partners;
containerization of ammunition and unit
equipment; the exercising of pre-posi-
tioned equipment; and special-forces par-
ticipation in CINC-sponsored exercises.

As operational deployments continue
to increase and resources to decrease, U.S.
forces are finding it more difficult to sup-
port exercise requirements. For this reason,
the Joint Staff launched a review in 1995 of
the entire CJCS Exercise Program, with an
eye toward combining scheduled CJCS ex-
ercises or integrating CINCs’ requirements
with existing component exercises to re-
duce the overall number of exercises while
increasing their quality. The military is also
looking at the opportunities to use simula-
tions, computer-assisted exercises, or com-

‘mand-post exercises to replace or comple-

ment current field-training exercises.

Pre-positioned Military
Eguipment and Materiel

Affordable and rapid crisis-response
capabilities cannot rely exclusively on air-
lift—which is expensive and limited by
available aircraft—or on sealift, which is
relatively slow. A comprehensive Mobility
Requirements Study in 1992 estimated what
combination of lift and pre-positioned
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arms and supplies would best yield a
“strategically prudent force that is fiscally
responsible.” As a result of this study, as
well as a March 1995 Mobility Requirements
Study Bottom-Up Review Update, an increas-
ing emphasis has been placed on pre-posi-
tioning to help improve U.S. mobility and
crisis-response capabilities.

Pre-positioning Afloat. Ships filled with
military materiel are based in foreign ports
where formal agreements specify U.S. bas-
ing rights. These “floating depots” may
leave without host-country permission and
proceed through international waters
wherever and whenever directed, before
full-blown crises develop, if desired. Ships
sometimes may reduce vulnerabilities by
maneuvering out of harm’s way, and the
cargoes they carry may be tailored to sat-
isfy requirements in more than one theater.
However, optimum locations are not al-
ways available. Thailand, for example, re-
buffed U.S. requests to tie up in its waters
midway between Diego Garcia and Guam,
where U.S. squadrons are stationed. In ad-
dition, even under the best circumstances,
costs for afloat pre-positioning are higher
than for stocks pre-positioned ashore.

In 1980, in response to concerns about
the Persian Gulf, the Navy acquired seven
commercial ships configured to carry cargo
for 11,200 Marines. Various shortcomings
associated with this initial force were cor-
rected when thirteen Maritime Pre-posi-
tioning Ships (MPS) were leased until the
year 2010. A five-ship squadron, together
with a Fleet Hospital Ship, is homeported
in Diego Garcia in the Indian Ocean, ear-
marked for duty in the Persian Gulf. One
four-ship squadron is based at Guam/
Saipan; another roams the Mediterranean.
Each squadron is prepared to outfit tai-
lored Marine formations up to and includ-
ing a 17,300-man Marine Air-Ground Task
Force, which it can sustain for thirty days
with ammunition, water, rations, and sup-
plies. Plans call for three more MPS to
enter the inventory, one per squadron.

The Army Pre-positioned Afloat pro-
gram postdates the Cold War. Since No-
vember 1993, a heavy combat brigade, in-
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cluding 123 M1A1 tanks and fifteen days of
essential supplies aboard five roll-on/roll-
off (RO/RO) ships has been stationed at
Diego Garcia, together with a Heavy Lift
Prepo Ship for port operations and three
Lighter Aboard Ship (LASH) vessels loaded
mainly with munitions. The Army also has
five LASH vessels in Guam. The plan is to
modernize and expand by two ships by FY
1998, including replacing seven aging ships
with eight new Large Medium-Speed
RO/ROs.

Pre-positioning Ashore. Since the 1950s,
pre-positioning programs ashore have been
intended primarily for use by Army ar-
mored and mechanized brigades. The
Berlin crisis of 1961 prompted Pre-posi-
tioned Overseas Material Configured to
Unit 5ets (POMCUS), which provided for
three divisions plus support in Germany at
the Cold War peak. Sets for four brigades
remain, although critics consider them
anachronistic. Most agree that the Army
brigade sets in Korea, Kuwait, and Italy are
more relevant to the post-Cold War envi-
ronment. In addition to the brigades sets,
significant amounts of Air Force and Army

nateriel are stored in Southwest Asia, some
of it left over from Desert Storm. In particu-
lar, the October 1994 Operation Vigilant War-
rior validated the need for pre-positioned
ground combat equipment in the Persian
Gulf. Subject to congressional approval of
construction funding, a second armored
brigade set with a division base will be pre-
positioned in Southwest Asia by FY 1998,
and another armored brigade set will be
pre-positioned in South Korea in FY 1996.

In summary, pre-positioning has be-
come an increasingly important part of
U.S. defense plans for ensuring rapid mo-
bility in the event of a crisis. Recent initia-
tives will significantly enhance the U.S. de-
terrent posture, deployment response time,
and warfighting capability in volatile re-
gions. At the same time, however, con-
tentious issues—such as command and
control arrangements, local security, and
maintenance requirements for pre-posi-
tioned stocks—will continue to require
constant negotiation and oversight by se-
nior defense officials.



Marine F/A-18, Japanese F-1
and Air Force F-16 during Gape
North 94-1.

STRATEG!IC ASSESSMENT 1996

Conclusions

America’s complex network of secu-
rity relationships and various types of
overseas presence has been profoundly af-
fected by the end of the Cold War, and
there remains a widespread consensus that
these instruments of national power re-
main important for preserving U.S. influ-
ence in the world.

Security Relationships. In the last few
years of the twentieth century, America’s
formal alliances are likely to face continu-
ing challenges to their existence. Policy-
makers will continue to be pressed to artic-
ulate clear rationales for alliances, both to
persuade public opinion of their relevance
in the post-Cold War era and to provide
fundamental stability to alliances in spite
of periodic economic competition or other
disputes. Shoring up NATO’s mission and
credibility without recreating a Russian
threat to the east will remain a paramount
challenge for U.S. decision makers; like-
wise, adapting and making more equal
America’s alliances in East Asia, especially
with Japan and South Korea, will be critical
tasks in the next few years.

America’s other security partners, its
de facto allies, will represent an even
greater range of challenges. On the one
hand, the United States is likely to face a

growing array of relationships that require
specialized expertise to maintain; on the
other hand, the United States will be un-
likely to extend to these countries the kinds
of formal commitments Washington was
eager to make during the 1950s, when it
created its global network of Cold War al-
liances. In short, the U.S. will have to jug-
gle these security relationships, using troop
rotations, exercises, and information ex-
changes to shore up key partnerships and
retain a vast set of friendly relations that
would enable an effective coalition to be
built in the event of a conflict or crisis. In
the longer term, the question of proliferat-
ing weapons of mass destruction, espe-
cially relatively inexpensive systems, such
as cruise missiles and biological warheads,
is apt to pose increasing challenges to all
U.S. security partners and allies, under-
scoring the importance of counterprolifera-
tion measures, including active defenses,
as means of retaining the requisite political
will to endure.

In the foreseeable future, the United
States is unlikely to fight a major conflict
except as part of a coalition. If that coali-
tion is led by the United Nations, then the
U.S. is apt to steer clear of direct and mas-
sive combat support and instead confine
its role to rear-area support. The interna-
tional response to a major conflict would
probably not be led by the U.N. but by
some executive agent, whether the United
States, another major power, or a military
alliance like NATO. If the coalition is led
by the United States, then it needs to focus
on the nucleus of other capable allies, de
jure or de facto, who will form the nucleus
of its warfighting potential; other security
partners will need to be brought into the
coalition on the basis of their strategic
value, whether on the battlefield or in sym-
bolic political value.

Overseas Presence. Just as alliances and
other security relationships will face many
challenges in the next few years, so, too, is
overseas presence likely to face increasing
scrutiny, especially if significant military
threats fail to materialize.
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Forward deployments are sure to face
increasing questions from members of
Congress, many of whom will be con-
fronted with further base closings in their
home states or other competing motiva-
tions, such as reducing the federal deficit.
Even so, the consensus behind maintaining
an active presence in Europe, East Asia,
and the Middle East seems unlikely to
break in the foreseeable future. While sud-
den changes cannot be ruled out—for ex-
ample, the collapse of North Korea—the
likely challenge will not be to forward
presence per se but more to the appropri-
ate size of the military overall.

Recent trends in exercises are likely to
continue to accentuate the importance of
smaller, more varied efforts, designed not
for massive land or blue-water threats but
oriented to multinational cooperation for
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other military operations, including peace
operations and humanitarian assistance.

Lastly, as force structure declines and
support for large overseas bases continues
to diminish, the importance of pre-posi-
tioned forces ashore and afloat is likely to
expand. Nonetheless, the difficulty in win-
ning support to base such stocks can be a
delicate political matter, as the United
States found out when such support was
rejected in Thailand in early 1995. Conse-
quently, policymakers might expect to
spend increasing amounts of time winning
local support for such pre-positioned mili-
tary equipment and materiel, which will be
critical to timely and effective efforts to re-
spond to crises.
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Introduction

eace operations is a subset of the
| broader category of operations
7 other than war (OOTW). It refers
to a form of military intervention
short of full-scale war, in support
of diplomatic actions, and conducted by, or
with the endorsement of, a collective secu-
rity organization in order to maintain or re-
store stability to a region or a state. In addi-
tion to “defusing and resolving international
conflicts,” as proclaimed by Presidential De-
cision Directive 25, Reforming Multilateral
Peace Operations (PDD 25), peace operations
also address civil strife and humanitarian
crises within individual states.

This study discusses four distinct instru-
ments or capabilities: 1) peacemaking and
conflict prevention; 2) peacekeeping;
3) expanded peacekeeping and peace en-
forcement; and 4) humanitarian operations.
The taxonomy of peace operations is orga-
nized according to a combination of four
pivotal factors: the breadth of the mandate or
rules of engagement; the presence or absence
of an accord among the disputants; the de-
gree to which the operating environment for
the peace force is characterized by basic con-
sent or by armed opposition; and the size
and complexity of the mission. This chapter
does not discuss major conflicts such as

Korea (1950) or the Persian Gulf (1991), even
though they were endorsed by the U.N. Se-
curity Council. This chapter also excludes
unilateral U.S. operations, such as Lebanon
in 1958 and Grenada in 1983, where there
was no international endorsement.

Since the late 1980s, many peace opera-
tions have combined traditional military
and diplomatic activities with humanitarian
support for civilian populations conducted
by military units, usually to save lives and
alleviate suffering on a large scale. Such
support can entail conducting, assisting, or
safeguarding the delivery of food and med-
ical supplies; protecting civilian popula-
tions; and so forth. Humanitarian support
operations have also been conducted by the
armed forces alone, independent of other
actors. These have taken place in various
sizes, under various mandates, in both per-
missive and hostile environments.

On occasion (e.g., Somalia and
Bosnia), the protect