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THE U.S.-EUROPEAN RELATIONSHIP:
OPPORTUNITIES AND CHALLENGES

WEDNESDAY, APRIL 25, 2001

HOUSE OF REPRESENTATIVES,
SUBCOMMITTEE ON EUROPE,
COMMITTEE ON INTERNATIONAL RELATIONS,
Washington, DC.

The Subcommittee met, pursuant to call, at 1:30 p.m. in Room
2172, Rayburn House Office Building, Hon. Elton Gallegly, [Chair-
man of the Subcommittee] presiding.

Mr. GALLEGLY. Today the Subcommittee on Europe holds its first
formal hearing. It is appropriate that our focus be on the trans-
atlantic alliance because the relationship between the U.S. and Eu-
rope is by any measure the most important relationship we have.
Nowhere are the full range of United States interests advanced
than through the European partnership.

I know our European friends have expressed concern about the
international priorities of the U.S. It is true the Middle East, Per-
sian Gulf, Taiwan Straits and Latin America present considerable
challenges for our new Administration. Yet, I am here to tell you
that the management of European relations will not become a back
burner issue. The creation of this very Subcommittee should send
a clear and important signal to our allies and friends across the At-
lantic that in Congress Europe remains our highest priority.

I would also dispute those who say there is a growing estrange-
ment between this country and Europe that seriously threatens
that important partnership. Are there problems and challenges? All
relationships have rough moments, and the transatlantic alliance
is no different.

Certainly our policy interests and objectives may not always be
in perfect harmony with those of our European friends. Neverthe-
less, I believe political and security cooperation between the United
States and the European Union is solid and will remain strong.

A strong, peaceful, democratic and integrated Europe is clearly
what the U.S. desires. We do support continued EU expansion, but
on Europe’s timetable, not ours. We support NATO enlargement as
long as this decision is based on security reasons and not political
ones.

We welcome and support the concept of European security iden-
tity as long as it serves to enhance the overall capabilities of Euro-
pean military forces and does not become a rival to NATO. We
wish to continue to work cooperatively with Europe on things such
as regional stability and peace keeping. We want a Europe capable
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ff being a strategic partner as we face other, more global chal-
enges.

Our trillion dollar trade relationship, while sound for 95 percent
of it, does involve several disputes which have gotten all the atten-
tion and has to some degree soured the cooperation, but, as with
the recent proposed settlement of the banana dispute, it is clear
that cooperation is the operative word and proves that both sides
can move to resolve some of these disputes when necessary.

Missile defense, Russia policy, the environment, among others,
are areas where we have differences of opinion, but even the Euro-
peans themselves disagree with each other on many of these
points. In the overall relationship, however, these are not the kinds
of differences which should lead some to suggest that the alliance
is breaking apart.

Today’s hearing is intended to assess the overall transatlantic re-
lationship and to address what may be our most pressing opportu-
nities and challenges. I look forward to the testimony of our wit-
nesses today, but before we turn to the witnesses I would like to
recognize my good friend, the Ranking Member from Florida, Mr.
Hastings, for any opening remarks he would care to make.

[The prepared statement of Mr. Gallegly follows:]

PREPARED STATEMENT OF THE HONORABLE ELTON GALLEGLY, A REPRESENTATIVE IN
CONGRESS FROM THE STATE OF CALIFORNIA, AND CHAIRMAN, SUBCOMMITTEE ON
EUROPE

Today, the Subcommittee on Europe holds its first formal hearing. It is appro-
priate that our focus be on the trans-Atlantic alliance because the relationship be-
tween the United States and Europe is by any measure the most important relation-
ship we have. Nowhere is the full range of United States interests better advanced
than through our European partnership.

I know our European friends have expressed concern about the international pri-
orities of the United States. It is true—the Middle East, Persian Gulf, Taiwan
Straits and Latin America present considerable challenges for the new Administra-
tion. Yet, I am here to tell you, the management of European relations will not be-
come a “back burner” issue.

The creation of this very Subcommittee should send a clear and important signal
to our allies and friends across the Atlantic that in the Congress, Europe remains
our highest priority.

I would also dispute those who say there is a growing estrangement between this
country and Europe that seriously threatens this important partnership.

Are there problems and challenges? All relationships have their rough moments
and the trans-Atlantic alliance is no different.

Certainly, our policy interests and objectives may not always be in perfect har-
mony with those of our European friends. Nevertheless, I believe political and secu-
rity cooperation between the United States and the European Union is solid and
will remain strong.

A strong, peaceful, democratic and integrated Europe is clearly what the United
States desires. We do support continued E.U. expansion, but on Europe’s timetable,
not ours. We support NATO enlargement as long as decisions are based on security
reasons, not political ones. We welcome and support the concept of a European secu-
rity identity, as long as it serves to enhance the overall capabilities of European
military forces and does not become a rival to NATO. We wish to continue to work
cooperatively with Europe on matters such as regional stability and peacekeeping.

d, we want a Europe capable of being a strategic partner as we face other, more
global challenges.

Our trillion dollar trade relationship, while sound for 95 percent of it, does involve
several disputes which have gotten all of the attention and has, in some degree,
soured the cooperation. But as with the recent proposed settlement of the banana
dispute, it is clear that cooperation is the operative word and proves that both sides
can move to resolve some of these disputes when necessary.

Missile defense, Russia policy, the environment, among others, are areas where
we may have differences of opinion. But even the Europeans themselves disagree
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with each other on many of these points. In the overall relationship, however, these
are not the kinds of differences which should lead some to suggest that the alliance
is breaking apart.

Today’s hearing is intended to assess the overall trans-Atlantic relationship and
to address what may be our most pressing opportunities and challenges.

I look forward to the testimony of our witnesses.

Mr. HASTINGS. Thank you very much, Mr. Chairman, and thank
you for holding this very timely hearing.

First, let me say what an honor it is to have you lead this new
Subcommittee and what a privilege for me to serve as your Rank-
ing Member. Let me also welcome our distinguished panel and the
members of the European Parliament who are joining us today.

If I may take a moment of personal privilege, Mr. Chairman, ear-
lier under former Chairman Gilman we had a meeting with mem-
bers of the European Parliament, and, Mr. Baron Crespo, I apolo-
gize to you personally for having to leave. You were answering me,
but I had a pressing matter, and I hope you do not consider that
I was rude. It is just how Congress works up here, I guess. I do
apologize to you for having to leave without being able to say so.
We certainly welcome all of you and look very much forward to the
testimony here.

At this point in our history there is no more important and dy-
namic relationship than that between the United States and Eu-
rope. Footnote there, Mr. Chairman. I think that we could learn
some things, too, regarding our relationships in Asia from our Eu-
ropean colleagues and their influences in that area of the world.

In fact, Mr. Chairman, it is my firm belief that 200 years after
we forcibly extricated ourselves from Europe, our future today is
now more intertwined with Europe than it has ever been, and we
should embrace this. Despite the separation of the Atlantic Ocean,
the United States is a very integral part of Europe today. Indeed,
I do not see a prosperous future for America without a strength-
ening relationship with Europe.

We have seen many changes in Europe in recent years. We wit-
nessed the rebirth of democracy in eastern Europe; the evolution
of these states into stable economic and democratic countries. How-
ever, our work is certainly not complete.

When I reflect upon the technological and political advances we
have made in the last 20 years alone, from the development of the
Internet to the almost complete extermination of totalitarian re-
gimes with some significant and conspicuous exceptions, I cannot
even imagine what the world will be like 20 years from now. I have
no doubt, though, that the United States will continue to play a
vital role in the states that make up Europe, as well as all the
other countries of the world; not just to adjust to the global shifts
of governmental structures, but to prosper from them as well.

As the title of our hearing suggests, Mr. Chairman, there are a
veritable cornucopia of challenges and opportunities facing the
U.S.-European relationship. From defense and security issues to
trade, to health care, to technological issues, to fiscal policy, we cer-
tainly have much to discuss.

Our distinguished experts, according to their prepared remarks,
will touch on all of these topic. In a quick pre-read of the prepared
testimony, it appears that there is a conspicuous absence of the
issue of the environment; specifically, the United States’ leadership
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role on global warming and climate change; more specifically, our
apparent withdrawal from the goals of the treaty reached in Kyoto,
Japan, in 1997. Now, certainly our experts have noticed the stark
change from the last Administration to the current one regarding
these issues, and I will put the question to them why no mention
of it?

Please know that many Members of this Committee on both sides
of the dais are exceptionally concerned about the United States’
about-face. Recently, Members of this Committee have visited with
leaders and foreign ministers of many European nations. Not one
of them has failed to mention environmental policy as a significant
hurdle in the transatlantic relationship.

Members of Congress and this Administration must relinquish
their participation in the ostrich caucus and realize that environ-
mental policy is a real priority for the U.S.-European relationship
and one that this Subcommittee will surely not balk at.

No doubt, our colleagues from the European Parliament would
like to discuss this issue, and I would look forward to their re-
marks. We have serious issues, Mr. Chairman, to raise over the
next year or so as plans progress for the European Security De-
fense Initiative, NATO expansion and other security questions. In
fact, last week I had the good fortune of having conversations in
Mons with the leadership of NATO, and I can share much of that
with the Chairman, but in the interest of time I will not bother to
deal with it at this point.

Finally, Mr. Chairman, let me say that within the past 2 weeks
I did meet with Parliamentarians from more than 14 European
countries. There is no doubt that all of them are committed to
strengthening the United States-European relationship. This Sub-
committee will be at the forefront of Congress’ stewardship of this
serious task, and I look forward to working with you, Mr. Chair-
man, the other Members of this Committee, the Administration
and other colleagues in taking on this challenge.

With that, I leave our witnesses today with a quote that I like
of Winston Churchill that says if you have an important point to
make, do not try to be subtle or clever. Use a piledriver. Hit the
point once, then come back and hit it again, then hit it a third time
a tremendous whack. I think that is what we are going to have to
do, Mr. Chairman.

Mr. GALLEGLY. I thank the gentleman from Florida.

At this time I would like to recognize the Chairman Emeritus of
the House International Relations Committee, our friend from New
York, Mr. Ben Gilman.

Mr. GILMAN. Thank you, Chairman Gallegly. We welcome serv-
ing with you on the European Subcommittee, an important Sub-
committee on the International Relations Committee.

I want to thank the Chairman for conducting, at the outset, this
important hearing on Europe. It is important that we discuss our
relationship with Europe. It is so good having Members of the Eu-
ropean Parliament here today visiting with us. We enjoyed our
morning visit with them, and we hope we will have an opportunity
of sharing some more thoughts with them.

You, Mr. Chairman, have brought together an outstanding panel
today of experts; Dr. Serfaty, the Director of the Europe Program,
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Center for Strategic and International Studies, and Dr. Kupchan,
the Director of Europe Studies, Council on Foreign Relations, and
Dr. Berry, President of the European-American Business Council.
We look forward to their testimony.

I hope that this will be beneficial not only for our Committee, but
also for Members of the European Parliament who raise some seri-
ous questions about the erosion of our relationship between Europe
and the United States. We especially look forward to being able to
share some thoughts today.

I want to welcome particularly our good friends who are here in
the front row, Enrique Baron Crespo and Mel Reed, leaders of the
European Union, the great Nobel Peace Prize winner, John Hume,
and many of the other Members. It is good having these Members
join with us today on this important occasion.

Thank you, Mr. Chairman.

Mr. GALLEGLY. Thank you, Mr. Gilman.

Mr. Delahunt, did you have an opening?

Mr. DELAHUNT. No, I do not, but I really do want to associate
myself with the eloquence of my Ranking Member, Mr. Hastings of
Florida. He said it so well that I have nothing to say, and I yield
back.

Mr. GALLEGLY. Thank you very much.

Mr. SMITH. Mr. Chairman, with your permission I will submit it
in writing.

Mr. GALLEGLY. Very well.

Before I recognize Dr. Serfaty today, I want to acknowledge the
presence of several very distinguished guests in the audience. First,
we have Ambassador Gunter Burghardt. Thank you for being here
today, Mr. Ambassador, Ambassador, of course, of the European
Union.

Next, we have a delegation of Members representing the Social
Democratic Group in the European Parliament. We welcome all of
you today and appreciate your interest in our Subcommittee’s
work.

I would also ask if Mr. Baron Crespo would join us at the wit-
ness table. Would you be kind enough to do that? We would enjoy
having you available.

With that, we will start with Dr. Serfaty. Thank you for being
here, Dr. Serfaty.

STATEMENT OF SIMON SERFATY, PH.D., DIRECTOR, EUROPE
PROGRAM, CENTER FOR STRATEGIC AND INTERNATIONAL
STUDIES

Mr. SERFATY. Thank you, Mr. Chairman. It is, of course, a pleas-
ure and an honor for me to be here today.

First of all, I wish to commend you and other Members on this
Committee for launching what is a very important Subcommittee.
I had the pleasure to testify in front of the earlier Subcommittee
on Europe and the Middle East 25 years ago. It is always a deep
thrill for me to be back here.

I prepared a statement that was made available to the Sub-
committee, and with your indulgence, Mr. Chairman, I will now
proceed with observations that neglect the statement.



6

Mr. GALLEGLY. Without objection. Your statement will be a part
of the record in its entirety. Thank you.

Mr. SERFATY. Thank you.

Before proceeding, I heard with enormous satisfaction the com-
ments you made to open these hearings, as well as those of Mr.
Hastings and Mr. Gilman, about the significance and the health of
Europe and the relationship with the United States. I share those
conclusions fully. Indeed, I am bullish about Europe and the state
of its union, as well as about the future of the relationship between
Europe and the United States.

I believe that 20 years from now historians in the 21st century
will look back to the 20th century and will be in awe. They will
be in awe of what was destroyed during the first half of the century
in Europe, the dehumanizing brutalities that conditioned the ac-
tions of individual nation states and the ways in which on occasion
we and the United States neglected those problems until we had
to come and save the Europeans from themselves.

They will also be in awe over what was achieved during the sec-
ond half of the 20th century when the European states literally
changed the course of their history, and we changed the course of
our history in order to build in Europe and between Europe and
the United States a community of interest and indeed of value that
can no longer be reversed.

With your permission, Mr. Chairman, I would like briefly, as re-
quested by your staff, to focus not so much on the U.S.-European
relationship generally, but on the role that the European Union
plays in the context of that relationship. I would like to do so very
briefly in the context of fact answer interrelated questions about
the what now, what next, what if, what else, as well as what about,
that condition of contemplation of the Union at this time and the
determination of U.S. policies in dealing with the European Union.

The agenda about Europe today is overwhelming. I am struck by
it. We tend on occasion here in Washington to overlook the immen-
sity, the complexity of that agenda. In part because we tend to deal
with one issue at a time, oblivious to the totality of those issues,
and in part, because we do not focus sufficiently, it seems to me,
on the schedule and the pace of change with which those issues are
being addressed.

On the agenda there are issues about the deepening, about the
widening and about reforming the European Union. These have
been seen before, but, unlike earlier instances, those issues are
being today considered simultaneously with deepening in order to
widen, widening in order to deepen and reform in order to do both.

They are being considered in the context of a time line that,
frankly, seems to exceed no longer than the next 8 to 10 years.
This reform is part of the process that began with the summit in
1997, was pursued in Nice in 2000 and is expected to be continued
at the next intergovernmental conference that will be held now in
2004. Reforming the institutions has to do with the growth of the
then European Community, now Union, since the Rome treaties
were first signed.

It is, frankly, incumbent upon the Union and its Members to do
more because there is more. Even as such reform is being con-
templated through the year 2004, the states of Europe are engag-
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ing in the completion of the euro zone with the switch to the euro
as legal tender for all 12 of its Members by the year 2002; past
2002 an attempt to extend the euro zone to the remaining three
states of the European Union, the U.K., Denmark and Sweden let
us say by 2005-2006, taking into account Tony Blair’s self-inflicted
time table following the election schedule to be held in June.

As if this was not enough, the European Union is also engaged
in the pursuit of a European security policy, a common foreign pol-
icy and a common defense policy in this order. That would involve
beginning with the down payment scheduled for the headlined
goals of 2003, extended through 2007 until 2010 and beyond to
achieve the three dimensions of a common foreign security and de-
fense policy for those states.

As if this were not enough, the states of Europe also have on
their agenda a commitment to proceeding with enlargement to
which you referred, Mr. Chairman, but not an enlargement to two,
three, four, five states; an enlargement that would nearly double
the current membership of the European Union and would begin
to complete that goal by the year 2004-2005 in the context of an
effective euro zone and an effective reform of the institutions of the
Union.

This, I submit, Mr. Chairman, is an overwhelming agenda, and
we need to understand this agenda in its totality because being
highjacked mentally and otherwise by any one of those issues at
the expense of the others would distract away from what is actu-
ally taking place on the European continent.

What this is all about then, third question, is no less than the
third territorial revolution in Europe over the past half a millen-
nium. Now, I do not use those words lightly, but we first lived in
Europe with the city states, and then after the city states came the
nation states nearly 300 years ago, and now come the member
states of the institutions to which they belong or which they hope
to join.

Throughout the European continent, the overlay of any one for-
eign state is being transformed into the over here of every member
state of that institution. It is that extraordinary reconfiguration;
not only an economic, but also a political space that will strike the
historians 20 years from now.

If and when that agenda were to be completed, an agenda that
will be discussed more specifically by my colleagues and friends,
Dr. Kupchan and Dr. Berry, then in fact the states of Europe will
have fundamentally lived the end game because they will have
completed an idea which was started rather timidly after World
War II as a common recognition of a failed past and will have pro-
ceeded with the development of a new, unknown unit on the other
side of the Atlantic.

Now, I am bullish about this idea, Mr. Chairman, because this
was not merely a European idea. The idea of the strong and united
and effective and affluent and democratic Europe was an American
idea. It was an American idea to the extent that it became possible
as of the moment when the United States committed its power and
its leadership and its influence to promoting it after the second
world war and into the Cold War. It is an idea that has served us
well.
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With time, Mr. Chairman, we could have argued to be sure, and
we might return to it, that this end game has not been played out
yet. Indeed the complexity of all of those issues may pose to be
quite difficult to manage irrespective of the continued support
which I would expect the United States would continue to provide
for the fulfillment of all of those items on the agenda.

The what ifs have to be dealt with, therefore, for example, an
economic crisis and an inability on the part of the European states,
as well as on the part of the United States, to fuel the growth of
those institutions with a high level, a robust level, of economic
growth.

The what ifs of the next 10 years have to do with the inability
of those states to sustain central political leadership that would not
be tempted by the extremes from the left or from the right that will
adopt an anti-Europe phase. The what ifs have to do with issues
of regional stability, indeed of concerns over the state of the envi-
ronment, rebellion against the erosion of one’s national identity.

From the evidence provided over the past 50 years, I do not be-
lieve that any of those extra costs could not be surmounted, and
thus I am bullish. I am looking forward to ways in which we in the
United States can continue to work with the European Union and
its Members to assert the solidity and the cohesiveness and the
strength of the relationship across the Atlantic.

Thank you, Mr. Chairman.

[The prepared statement of Mr. Serfaty follows:]

PREPARED STATEMENT OF SIMON SERFATY, PH.D., DIRECTOR, EUROPE PROGRAM,
CENTER FOR STRATEGIC AND INTERNATIONAL STUDIES

INTRODUCTION

Mr. Chairman and Members of the Committee, I want to thank you for the invita-
tion to appear before you today. It is an honor to discuss with you the state of the
U.S.-European relationship on the eve of a new century. This is America’s most
“complete” and, arguably, most important relationship, and, as requested, I will spe-
cifically focus on the state of the European Union and the opportunities and chal-
lenges it raises for the United States. Before starting my remarks, however, let me
compliment you, Mr. Chairman, and your colleagues and staff for your leadership
in re-launching this important subcommittee at this crucial time—a time that will
be viewed and reviewed by historians as a defining moment for Europe and the
transatlantic relationship.

I. OVER THERE AND OVER HERE

The quest for unity in Europe was initiated after two World Wars had brought
the continent to its knees. For the countries of Europe, the idea was not new. Dur-
ing much of their history, it had been an elusive dream. But unity, it seemed all
too often, could only be achieved through war, while peace could only be maintained
with a delicate balance of power between the main protagonists organized into frag-
ile alliances.

After 1945, however, the time seemed especially propitious for ending anarchy in
Europe. With the main exception of a still-proud and arguably victorious Britain,
Europe west of Russia was populated by defeated, ruined, demoralized, and depend-
ent states that were all eager to bid farewell to their nationalist pasts. And for those
who might still entertain hegemonic delusions of grandeur, there was an unprece-
dented American commitment of money, security, and leadership that was only re-
fused by those countries in the East that were under Soviet military and ideological
occupation.

So it was, then, that after three decades of total wars the second half of the twen-
tieth century came to be dominated by the construction of a European Community,
now a Union, that reversed the course of Europe’s history—from divisions and worse
to integration. And so it was, too, that after 150 years of isolation from a continent
in opposition to which the American republic was born, the second half of the cen-
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tury witnessed the rise of a transatlantic security community that also changed the
course of U.S. history—from separation to cooperation.

Now, Mr. Chairman, the “over there” of yesteryear has become the over here of
today. Now, as we enter a new century, the logic of unity in Europe and cooperation
across the Atlantic transcends the logic of cleavage. The logic works to the advan-
tage of all. A united Europe needs a strong Atlantic Alliance, and a united Atlantic
Alliance needs a strong Europe. But even as we praise the immense achievements
of American and European visionary leaders, we must also recognize the challenges
that lie ahead.

II. THE EUROPEAN CHALLENGE—THE RISK OF AGENDA OVERLOAD

For the past 50 years, the agenda for the integration of Europe has not changed:
deepen, widen, and reform. Translated in simple English, “deepening” is Euro-speak
for doing more. It has to do with strengthening institutional cooperation in an in-
creasingly large number of areas, thereby leaving less room for the exercise of na-
tional sovereignty in increasingly significant areas. At first, the spillover from one
initiative into the next was somewhat automatic—a matter of time more than a
matter of substance. Over time, as these initiatives became more important—from
a Common Market to a Single Market, from a European Monetary System with an
Exchange Rate Mechanism to an Economic and Monetary Union with a single cur-
rency—the spillover resulted from complex tradeoffs tediously negotiated by and
among the member states.

“Widening” is Euro-speak for bringing more members into the community—from
six to nine to ten to 12 to 15, with another ten to 15 new members expected to join
over the next decade. There are limits to such enlargement, however, even though
how and where these limits are set is unclear—part geography, part cultural, and
part organizational. Both processes, deepening and widening, are parallel as neither
unfolds without some sense of the other’s prospects. For example, some members
may insist on widening the community as a prerequisite for deepening it—as then-
prime minister Margaret Thatcher did immediately after the Cold War. A commit-
ment may follow, as was done in Copenhagen in 1993, but its enforcement usually
takes time as aspiring members prepare themselves for membership while the Com-
munity prepares itself institutionally.

Thus, reforming the institutions, the third aspect of the agenda, has to do with
devising new ways to enforce an expanding institutional discipline—the acquis
communautaire—on an expanding community. Predictably enough, as the commu-
nity becomes wider and deeper, more institutional reforms are needed. These are
negotiated with Inter-Governmental Conferences (IGC) held to modify the existing
treaties—as was the case in 1996-1997 and 2000, and as is scheduled next for 2004.
Standing at the margin of these IGCs, but still a central feature of what can be
done, is a budgetary debate, as every new initiative and every new member impacts
the distribution of costs and benefits, privileges and burdens among existing and en-
tering members within the union.

Admittedly, each of these broad challenges has been faced before, and what makes
the current EU agenda unprecedented is both the enormity of each agenda item con-
sidered separately and the finality of all of them addressed collectively. Thus, en-
largement does not involve only one, two or three new members as it did in 1973,
1981, 1986, and 1995—but at least 13 applicants all engaged in separate negotia-
tions for quick accession. Similarly, new initiatives are not merely matters of trade
or regulations over relatively marginal dimensions of the nation’s life. Rather, these
initiatives relate to the traditional pillars of each member’s national sovereignty and
the identity of its people, including money and force. Accordingly, reforms, which
raise questions of representation when decisions are being made, become even more
important as few members consider any issue small enough to be left to the good
will or common sense of their partners.

To complicate matters further, these issues can no longer be decided one at a
time, but must instead be viewed collectively, as the ability to proceed with one de-
termines, and is determined by, the ability to address the others. In other words,
the task is not only to deepen, or to widen, or to reform, but to deepen in order
to widen, to widen in order to deepen, and to reform in order to do both. Thus,

¢ The enlargement of the EU remains difficult without a credible reform of its
institutions lest these institutions be unable to function after enlargement
has begun.

For the most part, the European institutions are still governed by the Rome Trea-
ties that were signed in June 1957 for a community of six states only. After mem-
bership had doubled to 12 countries following the entry of Spain and Portugal in
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1986, the union (then still a community) already seemed unmanageable, thereby
prompting a first round of reforms toward a new Single European Act (SEA) in
1987. After further expansion to 15 (with Austria, Finland, and Sweden) in 1995,
and in anticipation of the enlargement to the East decided as early as December
1993, conditions threatened to become anarchical. Hence the pre-enlargement IGC
that ended in failure in Amsterdam in June 1997; hence, too, the IGC that ended
with mixed reviews at the EU Summit in Nice, France, in December 2000. Hence,
finally, the IGC that the 15 EU states have scheduled for 2004 in order to pursue,
and hopefully enforce, the decisions made in 2000.

Most generally, but also most significantly, the Nice summit of December 2000
agreed on new formulas of EU governance, including a redistribution of votes allo-
cated to member states and new applicants (except Turkey) and an extension of
qualified majority voting. The decisions outline a sort of Electoral College that ac-
counts for differences in size, population, and even status among all member states.
Thus, while a larger Germany will maintain parity of representation (29 votes in
the Council of Ministers) with Europe’s three other large states—France, Great Brit-
ain, and Italy—other demographic criteria will give it more seats in the European
Parliament. While the Netherlands was allocated one more vote (13) than its his-
toric rival Belgium, the three Benelux states will hold, as a matter of status, a com-
bined number of votes equal to each of the Big Three (as well as Great Britain) that
signed the 1957 Rome Treaties. Meanwhile, Poland, a candidate country, received
the same number of electoral votes (27) as current member Spain, the EU fifth larg-
est state, but Romania was granted only one more vote (14) than the Netherlands,
only two-thirds Romania’s size.

Mr. Chairman, the Nice Summit set the stage for a difficult and contentious con-
stitutional debate that Germany’s foreign minister, Joschka Fischer, initiated infor-
mally in May 2000. That debate may well peak with some kind of a “constituent
treaty” that would be held in, say, 2007, for the fiftieth anniversary of the Rome
Treaties. Meanwhile, the post-Nice reform agenda includes organizing an increas-
ingly cumbersome European Commission, reviewing the adversarial relationship be-
tween the Commission and an internally divided Council, and defining the balance
of power between each of these bodies and the European Parliament. That, too, will
not be easy and much will have to be achieved by the time of the next IGC, already
scheduled for 2004, if enlargement is to start by that time.

¢ On the way to IGC 2004, the will for more reforms and the pace and scope
of enlargement will remain dependent on an affluent euro zone at 12 in 2002—
2004, and its expansion to all current EU members (including Great Britain)
in 2004-2005.

The significance of the euro cannot be overstated. Historically, it may well have
been one of the most revolutionary decisions ever made by the nation-states of Eu-
rope. Indeed, the very fact that it could be started, in January 1999, was remark-
able and helped many in the United States to finally take seriously a process of Eu-
ropean integration that had been often neglected or even dismissed in the past.

Admittedly, the performance of the euro has been erratic since January 1999, at
times more than 30 percent below its starting rate. Even now, under seemingly fa-
vorable conditions, the euro is limping along under or around $0.90, far from the
parity value to which it should aspire. Yet, such persistent weakness should not dis-
tract from what it has already achieved. Thus, while the acrobatics of monetary con-
vergence were performed on the EU stage, inflation was conquered, budget deficits
reduced, and interest rate differentials narrowed. The euro also transformed policy-
making in Europe by eroding national sovereignty over monetary policy and insti-
tuting a surprisingly independent European Central Bank (ECB) whose perform-
ance over the past two years has been globally positive.

In short, Mr. Chairman, the gamble made over the euro has worked, despite odds
that often seemed insurmountable. There is no looking back, despite the real dif-
ficulties that lie ahead. To raise questions about the future of the euro is to raise
questions about Europe’s ability to have a future, and to raise questions about Eu-
rope’s future should also be cause for serious concern for the United States.

¢ Enlargement is likely to begin as the EU’s “euroic” reforms proceed further,
but even then it is unlikely to take the form of a wholesale—“big bang”—ex-
pansion to all current applicants.

Bidding for EU membership are 10 applicants from the Baltic region (Estonia,
Latvia, and Lithuania), Central Europe (the Czech Republic, Hungary, Poland, and
Slovakia), and Southeastern Europe (Slovenia, as well as Bulgaria and Romania).
In addition, access negotiations are under way with the small islands of Malta and
Cyprus, and, at last, with Turkey too. Also not to be overlooked, are the few remain-
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ing European states that have either denied or ignored the EU up to this point, in-
cluding Norway and Switzerland (and even Iceland). Finally, also parts of the future
are countries in the Balkans, including Croatia and others, and even countries in
the East (including Ukraine but not Russia) that will have to find some institutional
home in Europe if they are to remain viable.

That is a lot, Mr. Chairman. The original European Community was started with
three large and three small countries, including one that was very small (Luxem-
bourg). By these standards, all current applicants for membership in the European
Union, except Poland and Turkey, are small or very small, including several—like
Cyprus, Malta, Slovenia, Estonia, and others—with populations below or barely
above one million. By these standards, too, all current applicants are rather poor
or very poor—except the southern part of Cyprus and, to an extent, Slovenia. These
features—number and heterogeneity of applicants and costs—explain the delays
faced in enforcing a commitment first made in 1993. And even though there is cause
for impatience, we should not allow the operating principle that animates the U.S.
commitment to European integration—bigger is better—to blind us to the enormity
of the EU commitment to enlargement.

However difficult it may be, and whatever the timeline, EU enlargement will take
place, and we can anticipate a future European Union with as many as 28 to 30
members at some point over the next 10 to 15 years, beginning in 2004. What the
“advanced guard” of new members might be, and how they will be distributed re-
gionally, may be less significant than the certainty that it will take place. I believe,
Mr. Chairman, that all four countries in Central Europe and all three countries in
the Baltic region, as well as Slovenia, will be in the EU by January 2007. Also likely
early entrants are states that would permit immediate political benefits, like Malta
and especially Cyprus—assuming some agreement over its division. Poorer appli-
cants like Bulgaria and Romania will remain unlikely to enter the EU until the end
of the decade at the earliest. And states like Turkey will have to wait even longer
before its European neighbors agree to membership, if at all. In the meantime, new
applicants from Southeastern Europe are likely to be added to the current lot of 13
before the decade has come to a close.

¢ Finally, as if reforming the institutions (and their budget), completing the
euro zone, and enlarging the Union to about 30 members were not enough,
the EU states also hope to develop a Common Security, Foreign, and Defense
golicy, beginning with the 2003 Headline Goals defined at the 1999 Helsinki
ummit.

Mr. Chairman, I had the privilege to address the full committee on the issue of
Europe’s common foreign, security, and defense policy during the related Hearings
that were held on November 10, 1999. Let me simply restate that this new attempt
by the countries of Europe to add a security dimension to their common institutions
should be encouraged. First, this is the first time that any such effort involves all
15 EU members, led by the United Kingdom and including traditional neutral states
like Austria and Sweden that are not, or not yet, NATO members. Second, this is
the first time that its commitment to respecting NATO as the security institution
of choice for and in Europe is credible. And third, during this formative phase,
ESDP remains in any case an intra-European debate that need not be obscured by
the transatlantic questions it raises.

Hoping for a stronger Europe, Mr. Chairman, is hardly a new view of the trans-
atlantic relationship. It is the postwar view that inspired the bold decisions of Presi-
dent Truman, and Secretaries Dean Acheson and George Marshall and others, with
the strong and bipartisan support of Congress. And it is the view that has inspired
every administration ever since, always with congressional support even when occa-
sional bouts of discord raised concerns over the state of the relationship. The goal
then, and arguably now, was to watch and assist Europe gain the will, unity, and
vigor needed to be an autonomous counterpart of American power. Admittedly, there
may come a time when concerns over Europe’s challenge as an adversarial counter-
weight of American power will have substance. That is not the case today, when
such concerns are premature, and the evidence gathered over the past 50 years sug-
gests that it need not become the case in the future. Now and for the next few
years, the real debates over ESDP will be, and should remain, mainly intra-Euro-
pean debates as the most significant obstacles to the fulfillment of its goals are gaps
among European states rather than gaps between Europe and the United States.

Reducing these gaps, possibly with efforts aimed at defining criteria of conver-
gence as well as criteria of compatibility, is the daunting task faced by the 15 EU
countries committed to deploy a rapid reaction force by 2003 or, more likely, in
2003—2006. That will demand more money for defense, which the states of Europe
now spend unevenly; more political will, which they now display erratically; and
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more policy cohesion, which they now enjoy only occasionally. That will also demand
better R&D coordination, improved efficiency in procurement decisions, clearer orga-
nizational schemes—in short, more of everything, and better in everything, neither
attainable without a continued strong link with NATO and the United States.

III. LOOKING AHEAD—OPPORTUNITIES AND CHALLENGES

Mr. Chairman, I am bullish about Europe and its union. The European continent
today is less divided (West, East, and neutrals) than at any time since the end of
World War II. On the whole, it is more united (at 15 and relative to at least 13
applicants) than at any time in the twentieth century. Similarly, Europe is more
democratic, more affluent, more stable, and more peaceful than at any time in its
history. Nor need we fear changes in the conditions for the immediate future. Eco-
nomic forecasts for 2001 and 2002 remain good even when they fail to get better,
political conditions remain centrist and leaning again from Left to Right, and re-
gional conditions are improving or, at least, not getting worse.

* After a relatively sluggish performance during much of the 1990s, the EU and
its members are fighting back. With EU growth still expected to average over
2.5 percent in 2001 (when growth in the United States 1s projected at 1.7 per-
cent) and beyond, there are grounds for optimism not only for the EU as a
whole but for the main and larger EU states. After nearly 25 years of yearly
increases in most European countries, unemployment is falling, at last, down
to about 8.5 percent for the euro area. Most significantly, more growth and
less employment have not caused undue inflationary pressures, or at least not
yet.

As could be expected, there are, however, circumstantial and structural causes for
concern that represent short- and long-term challenges for the Europeans. Thus,
even though the German economy is showing some signs of renewed vigor, it con-
tinues to sputter as the German government continues to postpone much-needed
structural reforms. The European Union, Mr. Chairman, was started around Ger-
many—to make it historically healthy again—and it will not be completed success-
fully without a truly healthy Germany. Long-term structural conditions that may
stand in the way include the EU’s ability to enter and manage the new economy,
the final reform of the post-war welfare states (including pension systems and
taxes), and a dwindling labor force resulting from gloomy demographic trends. While
this is not the place and time to discuss any of these at length, it must be noted
that Europe’s population is currently turning smaller, older, and more foreign—and
that traditionally such demographic trends have been causes for tensions from with-
in and/or decline relative to the world outside.

¢ The euro has also reinforced the need for (and the will of) European compa-
nies to restructure, spurring a major wave of mergers and acquisitions in and
from Europe that are transforming the protected national champions of the
past into competitive global giants.

In this context, Americans and Europeans will have to reinforce their cooperation
in developing rules of corporate engagement in an increasingly integrated trans-
atlantic economy, including reinforced cooperation in competition policy. While con-
sultation between the relevant parts of the U.S. Department of Justice and the Eu-
ropean Commission’s competition directorate has helped develop a de facto conver-
gence of substantive standards for the application of anti-trust regulation, there re-
main some gaps and there are some significant procedural differences. These are
causes for concern not only because of the consequences of delay or denial on the
companies involved but also because of their spillover on other parts of the U.S.-
EU agenda. The European Commission’s consideration of the merger of General
Electric and Honeywell, two U.S. companies with a sizable share of the EU market,
is a case in point.

These developments, however, combined with a global strategy for the EU are
causing more competitive pressures for the protection of market shares within the
EU and the gain of additional market shares elsewhere. The new U.S. Trade Rep-
resentative, Robert Zoellick, is entirely right to point to the need to address, and
respond to, this EU global trade strategy, and, may I add, few Americans are as
qualified as Secretary Zoellick to do so effectively and cooperatively. The unprece-
dented summit meeting between President Bush and all EU heads of state or gov-
ernment in Sweden, next June 14, will be an opportunity to test the U.S.-EU will
to resolve small but lingering trade disputes, and the recent resolution of the ba-
nana dispute points to the right direction. It should also be the target date for an
agreement on a “peace clause” for more serious and contentious disputes, pending
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a new round of trade negotiations that might hopefully be launched in 2003 at the
latest.

¢ Politically, the fashion for centrist coalition governments, begun many years
before the Cold War ended, is lasting. In a continent of centrist republics, the
era of political revolutions launched by an authoritarian right or the totali-
tarian left is over, Mr. Chairman, and the revolutionaries have lost.

This does not neglect, Mr. Chairman, the potential of populist movements that re-
spond to a public anger aimed at institutions that deny the nation’s sovereignty and
erode its people’s identity even as they reverse past gains of the welfare state and
impose the pains of the new competitive environment. For many years, the construc-
tion of Europe was a top down process that seemed of little public concern so long
as it was equated with the economic prosperity and overall societal serenity that
seemed to prevail. Occasional referenda on Europe-wide issues were easily won in
the 1970s, even in such skeptical countries as France and Britain. In the 1990s,
however, such referenda—most recently in Denmark and Switzerland—have con-
firmed a growing mistrust of Europe and its intrusion into its member’s lives. If
maintained, these trends would dangerously threaten the governments’ ability to
make the needed decisions that were outlined above. More ominously, these trends
would also encourage anti-European populist voices to redirect the political dis-
course away from the “Yes, yes, yes” traditionally heard in and about European in-
tegration toward an unprecedented “No, no, no.”

¢ Conflicts at Europe’s southern periphery are also receding. In North Africa,
the civil war in Algeria has receded, and democratic conditions in Morocco
and Tunisia have evolved well. Talks of EU membership, an open détente be-
tween Greece and Turkey, and a more cooperative relationship between the
EU and Turkey make it possible to envision a resolution of the territorial di-
vision of Cyprus over the next three years.

Admittedly, conditions in the Middle East are especially troubling—arguably
worse than at any time in thirty years. Predictably, a new war in the Middle East
would have dire consequences for the EU, as well as for U.S.-EU relations. One rea-
son is economic. While the states of Europe have endured surprisingly well the re-
cent rise in oil prices, a further rise resulting from another war in the region would
create especially difficult conditions throughout the continent. If anything, the Euro-
peans may be even more sensitive today to the stability of oil supplies and prices
than they were in the early 1970s. Another reason has to do with the domestic di-
mension of the Arab-Israeli conflict in most European states where Islam has often
become the second most important religion.

Yet other concerns have to do with the unfinished business of the Cold War and
the many other European wars that preceded it. Persistent risks of armed conflicts
in the Balkans are especially urgent. Europe’s Headline Goals for 2003, Mr. Chair-
man, must not be allowed to emerge as America’s Deadline Goal for a withdrawal
from a region to which we returned on behalf of our interests in Europe. More gen-
erally, outside the Balkans and far to the East, conditions in Russia are likely to
remain troubling for the indefinite future. Neither we not the EU and its members
seem to know what to make of Russia and how to handle it. What we all seem to
accept is that Russia is too close to ignore, too big to integrate, too nuclear to offend,
and too fragile to rattle. We need to define, refine, and coordinate our policies on
Russia. No less significantly, we need to make sure that transatlantic differences
over issues that involve Russia are not used by Moscow to build a wedge between
gleidtv‘x? sides of the Atlantic, as was often attempted by the Kremlin during the

o ar.

IV. THE END GAME—THE TRANSATLANTIC DIMENSION OF THE FINALITY DEBATE

In short, then, being bullish on Europe is being bullish on Europe’s ability to at-
tend to its agenda over the next several years. At half before Europe, this is the
time when the end game is being played out—when, that is, the nation-states that
have prevailed in Europe since Westphalia might be recycled into member states of
the institutions to which they belong or hope to join.

Thus, what Europe will be like by the year 2010 can already be told generally:
it will be wider, deeper, and more supranational. This means that:

e There will be many more members, including all four states of Central Europe,
all three Baltic states, at least one state from Southeastern Europe (Slovenia), Cy-
prus and Malta, and even, arguably, Norway and Switzerland.

» There will be a functioning Euro zone with all 15 current EU members (including
Britain) plus a few (but not many) of the new members. Within that Euro zone,
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the single currency will have acquired a global dimension, meaning that it will
become a reserve currency (though not on par with the dollar) and an occasional
currency of choice for some currently dollar-denominated exports.

* Years of steady economic growth (possibly faster than in the United States) will
make the EU wealthier—as anticipated by the 10-year-long Lisbon process
launched in March 2000—but also internally less equal as the gap between cur-
rent and new members is likely to grow for the balance of the decade. In addition,
current demographic trends ensure that EU 2010 will be smaller and older, as
well as more foreign with expanding inflows of immigrants from outside the com-
munity.

Europe-2010 will also be stronger militarily, although it is not likely to regain
much of its past taste for armed violence. Interventions, when they will take place,
will be prudent—nearly a l'americaine, with semi-formulated exit strategies de-
signed to limit casualties or escape the conflict when such limits cannot be main-
tained. By 2010, the Headline Goals will have developed into a European Security
Policy (ESP), well in place by the time the 2007 celebrations for the fiftieth anniver-
sary of the Rome Treaties have been used as a reference date for additional post-
2003 steps of defense convergence among the EU countries. A Common Foreign Pol-
icy (CFP), but not a European Defense Policy (EDP), will also be emerging with a
better policy coordination within the Council in consultation with a reinforced Euro-
pean Parliament.

What the transatlantic partnership will be by the year 2010 can also be told,
though with a lesser sense of certainty: closer, larger, and renewed. This means that

* A more responsive transatlantic community will be based on new ties between the
United States and the EU. These ties will increasingly give U.S.-EU relations a
bilateral form now found between the United States and individual countries. In-
stitutional reforms in Europe will facilitate U.S.-EU consultation before decisions
are made. Within this responsive community, there will also be closer coordina-
tion between the European Central Bank and the Fed, as well as close coordina-
tion between each or most newly formed EU-wide agencies (like a European Food
Agency) and their counterparts in the United States.

* A more responsive transatlantic community will also have restored a progressive
convergence of EU and NATO membership comparable to the Cold War era, when
NATO grew from 12 to 16 (prior to the 1999 enlargement) and the then-EC grew
from 6 to 12 (prior to the 1995 enlargement). These separate but mutually rein-
forcing enlargement processes will have followed new NATO and EU enlarge-
ments in 2002-2008 and 2004-2010—with non NATO-EU states joining NATO
(including Austria early in this period), and non-EU NATO states joining the EU
(including Norway late during this period).

e Within a more responsive transatlantic community there will also be a process of
policy coordination (TAPC) comparable to the EPC launched in the late 1960s,
and based on the short-term imperative of complementarity as well as on the
long-term ideal of convergence. The process will be helped by progress in Europe
toward both ESP and CFP, and across the Atlantic by a sharp improvement in
transatlantic defense cooperation (with at least one significant corporate merger
by the mid-2000s).

Admittedly, the road ahead will not be easy for either the United States or the
states of Europe.

* On both sides of the Atlantic, the permissive consensus that allowed the decisions
for and about Europe to be driven from the top down has faded. That consensus
must be restored not along the same permissive lines as was the case during the
Cold War but on the basis of a solid understanding by all of the enormous benefits
generated by that consensus in earlier years. The Atlantic partnership needs bull-
ish leaders who boast of past successes to legitimize new advances. President
Bush should take advantage of one of his two trips to Europe early this summer
to reassert forcefully America’s commitment to a united and stronger Europe that
is also whole and free.

* New advances are needed in trade relations within the framework of a Millenium
Round of Trade negotiations. Yet for such a decision to be effective, some of the
debris inherited from the past few years need to be swept away quickly. Too many
small economic issues are having too much of an impact on a shared commitment
to completing a common economic space between the United States and Europe.
At least one more such issue should be targeted for resolution by the time of the
next EU summit. Export control legislation, in anticipation of reforms in the mul-
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tilateral export control system, is an area where prospects of some quick action
can have lasting effects

Opportunities for success also exist in the area of foreign and security policy. In
the Mediterranean, Americans and Europeans should be willing to look for areas
where their actions can be coordinated for quick and effective action—one on be-
half of the other, and both on behalf of all. Thus, in Cyprus complementary action
pursued jointly can be effective and should be pursued. Neither the EU nor NATO
are full-service institutions: in North Africa, too, interests need not be shared
evenly to permit the success of goals that are common and policies that are com-
plementary. There and elsewhere, a succession of new political leaders ought to
have tangible evidence that Western countries applaud and support their dyna-
mism and moderation. In the Middle East, a high level consultative group should
be formed urgently to review the feasibility of complementary U.S. and European
policies to defuse tensions and re-launch the Arab-Israeli peace process. Europe
needs to do more even as America finds ways to avoid doing less. This part of
the world is just too significant for either the United States or the states of Eu-
rope to leave it up to the other, and for both America and Europe to leave it up
to the countries in the region.

In the Persian Gulf, but also in Korea, regimes of concern are not the creation
of paranoid American minds in search of an enemy we can call our own. There
too, interests are common even when they are not shared evenly. In nearly all
instances, intra-European differences may be lesser than transatlantic differences,
but rarely do differences between the United States and its most persistent ally
in Europe fail to be lesser than U.S. differences with its most faithful ally in Asia.
The goal is not a division of labor that expects the weak to stay in the sidelines
until asked to pay, while the strong negotiate pending a need to fight. The goal
is a compatibility and complementarity of labor among coalitions of both the will-
ing and the capable. Whether to keep the peace or to make it, not everything will
be done by all NATO or EU members all the time, but a lot can be accomplished
by many of them most of the time. And even more will be done if NATO and the
EU continue to coordinate their action, among their institutional bodies and
among a few of their members.

As mentioned, there is also, of course, the matter of Russia: by 2005, Russia’s
democratic experiment will be a mere 14 years old, which was the age of the Wei-
mar Republic when Hitler won the 1933 elections. There is no transatlantic asym-
metry there. To argue that the EU is more vulnerable to instabilities in Russia
than the United States is to argue that U.S. vital interests are not vulnerable to
instabilities in Europe. A Euro-Atlantic Ostpolitik begins with transatlantic con-
sultations about Russia and its needs, rather than with consultations with Russia
over each other’s policies and intentions. In this context, consultations over mis-
sile defense should be intensified. The transatlantic partnership need not be made
the hostage of a consensus over NMD, but Europe’s support for, and involvement
with, (N)MD development and deployment will help. Our European allies and
friends often misunderstand the U.S interest in NMD as a replay of past debates
over missile defenses or as the hidden reflection of a continued interest in dis-
engagement. The reverse is true on both accounts: missile defense is the down
payment for a major debate over the nature of deterrence in the twenty-first cen-
tury, and it is a precondition for the continued engagement of U.S. forces abroad
during and beyond the coming decade.

Finally, related to, but independent of, Russia is the status of Europe’s orphans—
states, that is, that are unlikely to join, or even be considered, for membership
in any of the Western institutions, either the EU or NATO. Some of these states,
too, are too big and too European (and even, in a few cases, too nuclear) to be
ignored. Ukraine is a case in point. A united and stronger Ukraine guarantees
a smaller and less imperial Russia. For these orphans of the Cold War, more
needs to be done to avoid the rise of the EU as the new dividing line across the
continent. Prospects for growth and stability should not be defined merely by ex-
pectations of membership. For other states, prospects of membership are more
real, but so distant as to deny them whatever significance such membership may
have. Admittedly, the difficulties of EU and NATO enlargement vary from one in-
stitution to the other, and both processes must remain, therefore, distinct. Yet,
as shown during and even since the Cold War, however separable these two proc-
esses may be, they cannot be entirely separated. Past the IGC Summit that will
end the year 2000, and as we move toward the 2002 NATO summit, the European
members of NATO and the EU need a robust and credible strategy of dual en-
En"gement and engagement that will end the institutional fragmentation within
urope.
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After 1945, when a few European states entered the terra incognita of territorial
consolidation, the finality debate was muted by a widespread apprehension that con-
tinued fragmentation would perpetuate the conflicts waged during the previous 50
years. This shared vision of a failed past served as both a catalyst to get started
away from the darkness behind, and as a flashlight to keep going through the dark-
ness ahead. Now, growing anxieties over the enormity and the consequences of what
remains to be done can hardly be overcome by the sightings of past ghosts. In other
words, a debate over Europe’s finality, however politically dangerous, may well be
overdue. Each of the decisions in and about Europe will be made more readily if
the sum total of the choices entailed through the totality of these decisions is better
explained and properly understood.

Yet, no debate over the finality of Europe can be complete without an explicit
transatlantic dimension. The postwar idea of Europe was an old European idea that
was made plausible only after the United States had endorsed it with a series of
bold economic, political and military commitments. To this extent, the idea of Eu-
rope challenged the history of both America and Europe, ending at last a history
of transatlantic separation in whose name the American Republic was born and ma-
tured for more than 150 years after that. Now, America and Europe have regained
an intimacy that is no longer reversible: the United States is not a European power
but it is a power in Europe. This is not a hidden invitation to debate U.S. member-
ship in the EU but it is an open plea to accept the reality of the U.S. presence as
a non-member member state within the EU. In short, Mr. Chairman, a vital but
covert dimension of the end game in Europe has to do with completing the trans-
formation of a responsive community across the Atlantic that parallels the organiza-
tion of an integrated political community within Europe. For the coming years there
is no greater challenge and no greater opportunity than fulfilling the vision that was
started 50 years ago and stands now on the verge of completion.

Mr. GALLEGLY. Thank you very much, Dr. Serfaty.
Dr. Kupchan?

STATEMENT OF CHARLES KUPCHAN, PH.D., DIRECTOR,
EUROPE STUDIES, COUNCIL ON FOREIGN RELATIONS

Mr. KupcHAN. Thank you very much, Mr. Chairman, Members
of the Subcommittee. It is a pleasure and an honor for me to be
able to address U.S.-European relations with you today.

I think it is very difficult to discuss any policy issue today with-
out starting with some prior assumptions, and so I would like to
begin my testimony by sharing with you some of the guiding as-
sumptions that I bring to the table.

I would ask that my written testimony be submitted to the
record, and I will simply here try to summarize.

Mr(.1 GALLEGLY. Without objection. That will be a part of the
record.

Mr. KupCHAN. Thank you, Mr. Chairman.

I believe that the Atlantic relationship is on extremely solid
ground, but I also believe that we are entering a period of change
in which the fundamentals of the relationship will be altered.

I think the two most important sources of change on the horizon
are, first, the rise of a more self-confident, capable and autonomous
Europe that my colleague, Simon Serfaty, was talking about, and,
second, a change in the nature of American internationalism and
a questioning of the traditional Atlantic bargain; that is, that
America keeps the peace while the Europeans focus on political and
economic integration.

I think that the American people are justifiably beginning to say
that this bargain is no longer as meaningful as it used to be in an
era in which Europe’s collective GDP is surpassing that of the
United States and in which Europe enjoys a peace that it has not
known in history.
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Let me take a few minutes to just focus briefly on these two
issues, and then I will touch on some of the precise policy issues
that are under discussion today.

I think Europe is reaching a point in which it is transitioning
from being focused exclusively on its internal construction—bring-
ing down borders, creating a single currency, trying to build a Eu-
ropean identity—to a phase in which it is beginning to have some
external ambition and external weight on the global stage.

I would point to the following pieces of evidence. First, the com-
pletion of the single market and the successful introduction of the
euro. The euro did drop by 20 percent after its introduction a cou-
ple of years ago. But I believe it will strengthen as the capital that
flowed to the United States flows back to Europe as the U.S. econ-
omy slows. As that happens, I believe the euro will come to rival
the U.S. dollar as a global reserve currency.

Second, the internal reforms that my colleague was talking about
are leading to greater cohesion and a more collective voice for Eu-
rope as a whole.

Third, the EU is moving, albeit haltingly, into the defense realm,
including the appointment of Javier Solana as the High Represent-
ative for Foreign and Security Policy, and also a new flexing of dip-
lomatic muscles. We have seen the EU step into the gap on the Ko-
rean Peninsula, and the EU has acted as the leading negotiator in
the Macedonian crisis. The EU is now moving forward on its rela-
tionship with Russia, and so I think we are beginning to see Eu-
rope reach out and become more of a player on the international
scene.

Finally, I think there is an important change taking place in the
European dialogue; that is, how the European national states con-
nect themselves to the European project. For the last 50 years, that
connection was made primarily through an argument about escap-
ing the past. But for younger Europeans there is not much past
that they want to escape from because they did not live through
World War II. They did not live through the Berlin Wall period. So
I think that the dialogue is changing, and Europe is becoming more
about the future than about the past.

Europe is now about projecting the collective will of the Euro-
pean people and European civilization, again leading to an EU that
will begin to play a greater role on the global landscape. I think
that is good for America, because it means an EU better able to
share burdens but I think it is a challenge for the United States
to move from a setting in which it has been the senior partner to
a setting in which it begins to have a more equal and a more ma-
ture partnership with the European Union.

The second key change that I would like to discuss is that of an
America that is shifting its strategic priorities. I think that the
very activist internationalism of the 1990’s is going to be slowing
down a little bit over this decade. I believe that this is happening
for several reasons: because the United States has no serious exter-
nal challenger; because the American economy has begun to slow
down; because I think President Bush represents a part of the
country that is somewhat less internationalist than the coastal re-
gions that supported President Clinton; and also because I think
we are going through a generational change of our own.
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The students that I teach at Georgetown, who are coming of age
after the fall of the Berlin Wall, do not bring to the table the same
mental images that the older generation does. That is, they are not
default internationalists, automatically enthusiastic about the na-
ture and scope of the American commitment to Europe and, for
that matter, to other parts of the world. So I think we are entering
a period in which there is a rise of Europe.

The United States has to be prepared to adjust to this new set-
ting, but the Europeans also need to be ready to adjust to a world
in which the United States may not be as prepared in the past to
take care of them, to do the Kosovos, to do the Macedonias, to in-
tervene in Montenegro if that became necessary. Therefore, I think
we are in a very important transition period in which the United
States has to recognize that Europe needs to be more self-reliant
and make room for that more autonomous European Union.

Let me now touch on a few specific issues that are critical to the
ongoing debate on the Atlantic relationship. First, ESDP. I believe
that the creation of an autonomous European military capability is
not just not harmful to American interests, but critical to the pres-
ervation of the Atlantic relationship. As I said, that is because I be-
lieve that the current level of Europe’s strategic dependence on the
United States is not politically sustainable.

I think that America’s ambivalence about the war over Kosovo
and the calls by Members of Congress to reduce the nature of
America’s commitment in the Balkans are justifiable calls for a re-
balancing of this relationship. But I think the only way that that
rebalancing can take place is if Europe steps up to the plate and
acquires the capability and the voice to act on its own.

I think that the United States should give Europe a strong and
unequivocal green light on ESDP. I think we are right to say do
it in a way that is transparent, have good links to NATO, but I
think many of the objections that some American officials have
raised simply do not stand up to scrutiny.

We have said do not duplicate. Well, Europeans must duplicate
if they are going to have some of their own military capability, and
I also think the Europeans have to caucus if they are going to have
their own single voice and their own view of these issues. As I said
before, I think ESDP is all about preserving the Atlantic relation-
ship in NATO, and we should be much more forthcoming in wel-
coming it.

The second point I would like to touch on briefly is the Balkans
and southeastern Europe. As I said, I think the United States is
right to begin asking whether the traditional Atlantic bargain is
stable. I think the answer to that is no. On the other hand, I be-
lieve that the United States should stand by its European partners
as they try to bring a lasting peace to southeastern Europe.

I would argue strongly in favor of keeping at least some contin-
gent of U.S. troops in the Balkans and to be ready for a long stay.
But I would also focus on two other issues. One, I think at some
point we have before us a day of reckoning on the question of bor-
der changes. Montenegro may ask for independence. Kosovo al-
ready has de facto independence. The Dayton process in Bosnia
really is not working in terms of creating a unitary, multiethnic
state. Even though border changes would open up a Pandora’s box,
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I do believe that ultimately we need to keep an open mind on that
question.

The other point that I would like to stress here is there is, I
think, an opportunity that has quietly opened up, and that is
Greek-Turkish rapprochement, which emerged in the wake of the
horrific earthquake in Turkey in 1999, then moved forward, but is
now losing momentum. I can think of nothing that would be more
important to resolving the Cyprus issue and to helping south-
eastern Europe be pulled into the European mainstream than get-
ting Ankara and Athens to put their historic feud behind them.
The United States, I think, can help that process.

Let me end with a few thoughts on NATO enlargement. I think
that this is a very difficult and complicated issue. I think it is time
that we begin to have a public dialogue about a second round of
NATO enlargement. I admit that I am still somewhat tentative in
my own mind, but let me share with you where I come down for
now.

I am someone who was a staunch opponent of NATO enlarge-
ment. I opposed it when I was on the National Security Council
under President Clinton. I opposed it after I left the National Secu-
rity Council. And I did so for a very simple reason. I did not believe
that the gains to American security were sufficient to outweigh the
risks of expanding Europe eastward, potentially alienating Russia
and redividing Europe.

Now that the first wave has gone ahead, I believe enlargement
should continue in part because our policy has been predicated
upon NATO becoming a new Pan-European security instrument
and, secondly, because I admit that it has had some very good ef-
fects disciplining the new members, getting them to set aside their
border disputes, protecting their minorities.

The key question in my mind is how can we continue the process
of enlargement without at the same time alienating Russia further
and risking the redivision of Europe. The only answer that I can
come up with is to work much harder at making Russia a part of
the process.

I think that it is time for the United States to begin carefully,
cautiously, a dialogue with Russia about ultimately joining NATO.
Therefore, I would argue in favor of a small second wave that be-
gins next year, but focuses probably only on two countries, Slovakia
and Slovenia, because that would be not too controversial.

At the same time, I would begin to have a serious dialogue with
Russia about their ultimate inclusion in the alliance. I would have
a work plan. I would identify a potential target date, maybe 2015,
when Russia might be able to join.

I am fully aware that Russia is not ready to meet the criteria.
In fact, it has been back-sliding on the question of democratic and
economic reform. On the other hand, I think that the prize at the
end of the Cold War is the democratization and pacification of Rus-
sia and its inclusion in the Atlantic security order.

I think that we need to begin to recognize that Russia’s attach-
ment to Europe is in our interest and find some way of squaring
the circle, bringing in the Baltics, bringing in more countries of
central Europe, but doing so in partnership with Russia and not
against Russia.
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Let me simply sum up by saying that I join my colleague, Simon,
in being bullish about the future. But I do believe that we are in
a very important period of transition in which America’s strategic
priorities are changing and Europe is rising. I think we need to get
ahead of the curve and build a partnership that is much more
based upon equality and consultation than in the past and one in
which the Europeans become more self-reliant. I believe the EU ul-
timately has no choice in the matter largely because I think the
United States is in a stage in which its priorities are changing.

Thank you.

[The prepared statement of Mr. Kupchan follows:]

PREPARED STATEMENT OF CHARLES KUPCHAN, PH.D., DIRECTOR, EUROPE STUDIES,
COUNCIL ON FOREIGN RELATIONS

Mr. Chairman and members of the Subcommittee, it is a pleasure and an honor
for me to appear before you today to discuss U.S.-European relations. America’s re-
lationship with Europe has been the anchor of U.S. foreign policy for much of the
past century. The Atlantic link promises to be equally important to America during
this new century. I believe, however, that the U.S-European relationship is headed
into a new and more difficult era. It is therefore especially important that the
United States and the European Union prepare for this new era and map out com-
plementary strategies for ensuring the integrity and vitality of their relationship.

I believe we are at a fluid moment in history, one in which the outlines of a new
geopolitical landscape have yet to emerge. Such fluidity provides America and its
partners enormous opportunity to shape that new landscape. But it also denies us
a readily available set of guiding assumptions upon which to base U.S. foreign pol-
icy. Accordingly, I would like to begin by sharing with you the guiding assumptions
that I bring to the table in thinking about the future of U.S.-European relations.
I will then turn to the specific areas of policy under examination in today’s hearing.

GUIDING ASSUMPTIONS

The emerging Atlantic relationship will be quite different than over the past fifty
years because of two fundamental changes in the geopolitical landscape. The first
fundamental change is the rise of a stronger and more self-confident Europe. The
European Union is reaching a new stage in its evolution that will, in my estimation,
lead to increased political cohesion, more autonomy, and a desire for greater influ-
ence in the international arena. I base this assessment on the following observa-
tions.

¢ The EU has completed the formation of a single market and the introduction
of a single currency. The euro declined roughly 25% during 1999-2000, large-
ly because of the inflow of European capital to the United States. The euro
is now likely to strengthen as a result of the slowing of the U.S. economy,
gradually establishing its place as one of the world’s major reserve currencies.
The EU is also expected to enjoy stronger economic growth than the United
States for 2001. The collective GDP of the EU will soon surpass the GDP of
the United States.

¢ The EU is continuing to pursue internal reforms that will provide for more
efficient decision making and prepare the way for enlargement. The recent
Nice Summit fell short of expectations on this front. But the EU is expanding
the use of qualified majority voting, strengthening the power of the EU par-
liament, and taking steps to reinforce the identity of Brussels as its collective
capital. A debate is also underway on the drafting of an EU constitution.

¢ The EU has embarked on a serious effort to forge a common security policy
and acquire the military forces needed to back it up. Javier Solana is the first
high representative for foreign and security policy. The EU is in the midst
of building a rapid reaction force of some 60,000 troops. It has also been
flexing its diplomatic muscle of late. The EU has offered to step in to facili-
tate negotiations on the Korean peninsula. It took the diplomatic lead during
the recent crisis in Macedonia. And it is working hard to strengthen its ties
to Russia.

¢ Great Britain, after decades of keeping its distance from Europe, is gradually
becoming one of the EU’s leading members. Prime Minister Tony Blair was
a key player behind the new initiative on the defense front. It is only a mat-
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ter of time before Britain joins the euro zone. The EU will be immeasurably
strengthened by strong British participation.

¢ The EU enjoys enormous allure among Europe’s new democracies. All the
countries of Central Europe are preparing for membership, providing the EU
a great deal of influence throughout the region.

¢ European politicians are beginning to use arguments about Europe’s place in
the world to legitimate the project of European integration. For the past fifty
years, the need to escape Europe’s bloody past was the main justification for
integration. But this argument now carries little weight among younger Euro-
peans, who have no past from which they seek to escape. The new
legitimating task for the EU is focused on the future and projecting Europe’s
voice on the world stage. As Tony Blair has stated, “Europe’s citizens need
Europe to be strong and united. They need it to be a power in the world.
Whatever its origin, Europe today is no longer just about peace. It is about
projecting collective power.” 1

In light of the maturation of the EU, the United States has in Europe a stronger
and more capable partner. At the same time, as Europe seeks a new station and
a voice commensurate with that new station, the potential for rivalry with the
United States also increases. Both sides will need to work to ensure that partner-
ship prevails over rivalry.

The second fundamental change I foresee in the geopolitical landscape is the
emergence of a new and more selective brand of internationalism in the United
States. I believe that U.S. internationalism has reached a high-water mark and will
be on a downward trajectory in the years ahead. Since the Cold War’s end, the
United States has been the chief guardian and peacemaker in virtually every quar-
ter of the globe—a level of engagement that I do not consider to be sustainable over
the long term. From this perspective, the activist and wide-ranging foreign policies
of the 1990s are likely to be an aberration, a legacy of the Cold War, more than
a good predictor of the future. This evaluation is based on the following consider-
ations.

¢ The United States today faces no major external adversary or peer challenger.
This benign strategic environment, as it cycles through domestic politics, is
likely to induce the country to seek to lighten the burden of global engage-
ment.

¢ The U.S. economy has begun to slow after successive years of unprecedented
growth. The accompanying constraints on resources and political will are like-
ly to produce a somewhat less ambitious brand of internationalism.

¢ President Bush was elected by states in the south and west that have histori-
cally been less internationalist than states in the northeast and on the west
coast. These states are also some of the fastest growing in the country in de-
mographic terms. Early indications are that President Bush will be pursuing
a more selective foreign policy than his predecessors, having already backed
off somewhat from mediating conflicts on the Korean peninsula, and in the
Balkans, Middle East, and Ireland.

¢ Americans who came of age after the Cold War are now entering the work
force and rising to positions of prominence. They will not bring to the table
the historical experiences—World War II, the rebuilding the Europe, the fall
of the Berlin Wall—that have provided a ready foundation for U.S. inter-
nationalism over the past decades. Younger Americans, raised in a globalized
world, are unlikely to be isolationist, but they may well support a more dis-
criminating brand of international engagement than their elders.

I believe that the forging of a new and more selective brand of internationalism
is healthy for America. It is not a sign of a worrisome isolationism. Rather, it rep-
resents a necessary search for a new level of international engagement that befits
a new strategic environment and that is politically sustainable over the long term.
Indeed, deliberately crafting a new internationalism is the best way to avoid the iso-
lationism that could potentially result from an America that overreaches and tries
to do too much.

Europe, precisely because of the success of the European Union in bringing pros-
perity and peace to the continent, is the part of the world that will feel the strongest
effects of this new brand of U.S. internationalism. Europe is today no less important
to the United States than during the previous half century. But it remains hard to

1Speech to the Polish Stock Exchange, October 6, 2000, available at http:/www.number-
10.gov.uk/news.asp?NewsId=1341&Sectionld=32.
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make the case that the United States should remain Europe’s primary guardian
when the EU’s collective wealth is surpassing that of America and when the United
States faces far more pressing threats in the Middle East and East Asia than it does
in Europe. America’s reluctant participation in the war over Kosovo and its con-
tinuing ambivalence toward the peacekeeping mission in the Balkans are clear signs
that America is in the midst of altering its strategic priorities and reconsidering its
dominant strategic role in Europe.

The rise of a stronger Europe and the evolution of a new and more selective U.S.
internationalism promise to have a profound effect on the Atlantic link. Indeed, I
believe that the traditional Atlantic bargain—America keeps the peace while the EU
focuses on economic and political integration—is rapidly coming undone. If the At-
lantic link is to remain strong, a new and more balanced bargain is urgently needed,
one that will require hard work by both sides.

Europe will have to redouble its efforts to forge a common position on foreign and
defense policy. It will also have to devote sufficient political and economic resources
to ensure that it builds its rapid reaction force in a timely and effective manner.
The United States will have to make room for a stronger EU and accord it more
influence in step with increases in Europe’s collective political will and its military
capabilities. If the Atlantic link is to remain strong into this new century, it must
evolve into a more mature and balanced partnership. The next few years represent
a critical window of opportunity for both Europe and the United States to get right
this important transition.

Having clarified my starting assumptions, I will now address the specific policy
issues under consideration.

COMPLETING THE EUROPEAN PROJECT

During the current period of transition in the Atlantic relationship, the United
States and Europe should together address the three remaining tasks needed to
complete the European project: managing the emergence of ESDP, finishing the sta-
bilization of Southeastern Europe, and enlarging Europe eastward. I now consider
each in turn.

ESDP. As my earlier remarks indicate, I believe that a robust European defense
force capable of operating independently of U.S. forces is not just tolerable from an
American perspective, but essential to maintaining the vitality of the Atlantic link.
Far from undermining NATO, ESDP is critical to bringing about the more equal
sharing of burdens that will keep America in Europe and NATO alive and well.
Some American analysts argue that ESDP will mean the end of the alliance. They
contend that the United States will see an autonomous European defense force as
finally providing an opportunity for U.S. forces to withdraw from the continent. I
believe just the opposite. Five years hence, Americans and their elected representa-
tives are far more likely to support the Atlantic link if Europe is carrying its fair
share of the burden than if Europe continues its excessive strategic dependence
upon the United States.

Accordingly, the United States should give Europe an unequivocal green light on
ESDP and outline a new Atlantic bargain that consists of the United States grant-
ing Europe more influence in return for Europe’s acquisition of military capability.
Washington is right to insist on close and transparent defense links between the
United States and the EU. Washington is also justified in arguing that NATO have
the right of first refusal and that the EU act independently only when the United
States chooses not to engage. After all, consultation before action is what a mature
and balanced partnership is all about.

But most U.S. reservations about European defense are simply misplaced. Amer-
ican officials have told Europeans not to duplicate existing assets, but they must
do so if they are to develop the capability to operate without the U.S. forces. Amer-
ican officials have told the EU not to caucus and form a collective position, but Eu-
rope must do so if it is to act with a single, coherent voice. American officials ex-
press concern that Europe will go off on its own when it has the ability to act auton-
omously. But it is Europe, not the United States, that should be the worried suitor.
Europe is building what will still be a small military force, and will want U.S. par-
ticipation in virtually every conceivable operation.

The main threat to the Atlantic link stems from too little Europe, not too much.
The United States should welcome, indeed it should insist upon, a robust and effec-
tive European defense force.

Allow me to make a few brief remarks about missile defense before turning to the
Balkans. If handled correctly, missile defense has the potential to strengthen the
Atlantic link. If mishandled, it has the potential to strain the relationship and po-
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larize the debate over ESDP. The United States should observe three guidelines as
it seeks to manage with the EU the ongoing debate over missile defense.

¢ Consult early and often. Just as the United States expects and deserves to
be fully consulted as ESDP moves forward, the EU expects and deserves to
be consulted as America’s missile defense program develops. The EU has re-
cently changed its position; rather than opposing deployment, it is now pre-
pared to engage the United States in substantive dialogue. The United States
should take advantage of this opportunity to work toward a common position.

¢ Proceed slowly and deliberately. The Europeans were justifiably concerned by
the extent to which the pressures of an election year led to a rushed and in-
complete U.S. debate on missile defense. Especially because tests are still pro-
ceeding and missile defense technology still in a developmental stage, the
U.S. should take a paced and measured approach to a decision about both the
timing and nature of deployment.

¢ Develop boost-phase technology and focus on multilateral deployment. A
boost-phase system, by intercepting missiles soon after launch rather than as
they approach a target state, protects all potential target states, not just the
one deploying the system. In this sense, its benefits are shared by all and its
deployment therefore more likely to win widespread approval. Boost-phase
intercept is also far more difficult to circumvent than intercept later in flight.
Deployment of joint, multilateral systems will ease fears that the United
States is seeking to protect only itself or gain unilateral strategic advantage,
thereby substantially decreasing the likelihood that deployment triggers a
new arms race. The United States should explore with the EU and with Rus-
sia proposals for sharing of early warning systems and intercept technology.

Southeastern Europe. Europe’s southeastern flank remains its most troubled re-
gion. The reasons run deep; the history of the area has left behind complicated and
volatile relationships among national identity, religion, and ethnicity. The new re-
gime in Serbia and the uneasy peace that now holds throughout the former Yugo-
slavia provide a window of opportunity for the region finally to leave behind its trou-
bled past. The United States and Europe need to stay the course to ensure this is
the case. Otherwise, Europe will continued to be plagued by instability and violence
in the region, distracting the EU from its other important tasks.

To ensure that the Balkans have finally experienced their last war, the United
States should be guided by three principles:

¢ Prepare for a long stay. Integration into Europe’s mainstream offers the best
hope for a lasting peace in the Balkans. Although the EU is already playing
a leading role in peacekeeping and reconstruction, it will take a long time—
perhaps generations—before integration works its pacifying effects. In the
meantime, the United States should be prepared to stay the course and keep
at least a small contingent of troops in the region. American participation is
important to the credibility of and momentum behind the mission. Even after
the bloodshed has receded into the past, neither the United States nor Europe
can afford to let the region fall off the political radar screen.

¢ Keep an open mind on the question of redrawing borders. The United States
and its partners in the Balkans have understandably been reluctant to broach
the question of redrawing borders; doing so has the potential to provoke a
new round of instability and bloodshed. At the same time, the issue will not
go away and addressing it sooner rather than later could facilitate efforts to
attain a self-sustaining regional order. Kosovo has already achieved de facto
independence from Serbia. It is very likely to end up either as an autonomous
republic in a very loose Yugoslav federation or as an independent state. Mon-
tenegro may ultimately move toward independence. In Bosnia, the Dayton
process and years of political pressure and economic assistance from the
international community simply have not produced the multiethnic integra-
tion necessary to establish a self-sustaining, unitary state. If the political
stalemate in Bosnia continues, it will at some point make sense for the inter-
national community to consider other options, including the redrawing of
boundaries.

¢ Place more emphasis on rapprochement between Greece and Turkey. Greek-
Turkish rapprochement, which gained steam after the devastating earth-
quake in Turkey in 1999, now appears to be losing momentum. The United
States and the EU should urgently press both parties to resume the process
of reconciliation. Rapprochement between Ankara and Athens would immeas-
urably improve the chances for resolution of a divided Cyprus, would facili-
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tate peace efforts in the Balkans, and would repair an age-old political cleav-
age that continues to plague Southeastern Europe.

NATO and NATO Enlargement. Since the end of the Cold War, NATO has gradu-
ally changed its core mission and its character. Although it still provides for collec-
tive defense as an insurance policy, NATO on a day-to-day basis is now fulfilling
two other critical functions—carrying out peace enforcement and peacekeeping in
the Balkans, and serving as the primary vehicle for integrating Europe’s new de-
mocracies into the Atlantic security order. This adaptation has been key to keeping
NATO relevant to a rapidly changing strategic landscape.

Whether to continue NATO enlargement and which countries to include in a sec-
ond wave of expansion are becoming pressing issues on the NATO agenda. I will
share with you my thinking on these issues, but I must admit that I am still in
the midst of weighing contending arguments and examining the options. Here is
where my thinking now stands.

I was a staunch opponent of the first wave of NATO enlargement, both while
serving on the National Security Council under President Clinton and after return-
ing to academic life. I believed that the gains to security achieved by enlarging the
alliance were substantially outweighed by the potential risks. I worried that en-
largement would jeopardize what I consider to be a top priority for U.S. policy—the
integration of Russia into a new Atlantic security order. The end of the Cold War
affords a historic opportunity to democratize and pacify Russia, goals that are cen-
tral to building a stable and peaceful Europe.

Now that the first round of enlargement has been completed, I believe that it
should continue. NATO has established itself as the main vehicle for establishing
a new Atlantic security order and expectations of entry have been raised throughout
Central and Eastern Europe. The prospect of membership also provides NATO a
great deal of leverage in these regions; countries hopeful of joining are settling bor-
der disputes, proceeding with democratization, protecting their minority popu-
lations, and undertaking other welcome preparatory steps.

I would, however, predicate the continuation of NATO enlargement on the fol-
lowing important shift in policy—that NATO enlargement becomes a vehicle for
Russia’s integration into Europe, not a cause of its alienation and exclusion. Current
NATO policy maintains that the alliance is open to all European countries that
qualify. I believe it is time to take this statement seriously and to begin laying the
groundwork for Russia’s eventual inclusion in the alliance.

I am fully aware that Russia is far from meeting the criteria for membership; in-
deed, anti-democratic forces appear for now to be on the rise. I am also fully sup-
portive of the desire of all the countries of Central Europe, including the Baltics,
to join NATO. However, I am deeply troubled by the prospect of a continuing proc-
ess of NATO enlargement that succeeds only in alienating Russia from the West
and redividing Europe. Just as the United States would feel threatened if Russia
formed a military alliance with Canada and Mexico, Russia is justified in feeling
uncomfortable with the expansion of NATO toward its borders.

To square America’s commitment to the continuing enlargement of NATO with
Russia’s legitimate security concerns, I believe that the best solution is to start
working sincerely on Russia’s own inclusion in the alliance. Doing so would elevate
to a top priority Russia’s attachment to Europe—the ultimate prize of the end of
the Cold War. It would also make it far easier to integrate the Baltics and others
in later waves of enlargement; they will be joining with rather than against a Rus-
sia that has come to see NATO not as a threat, but as key to its own security.

Based on these suppositions, I would recommend the following approach to
NATO’s continuing enlargement. I believe that NATO should proceed with a second
wave of enlargement next year. The group of countries offered membership should
be small and not controversial—Slovenia and Slovakia would make prime can-
didates. Slovenia has made extraordinary progress on economic and political reform.
Slovakia, which had been excluded from the first round because of faltering reform
efforts, is now back on track. This round of enlargement should keep the process
moving forward while buying time for Russian reform to proceed. Concurrent with
the second round, NATO should begin a serious dialogue with Russia about its even-
tual membership. A detailed work plan should be mapped out. A timetable should
be drafted; perhaps 2015 would serve as an initial target date for Russia’s accession.

It is entirely plausible that Russian reform will fail, foreclosing the option of join-
ing NATO and entering Europe. But at least the West will have made a sincere ef-
fort to bring Russia in and expose it to the pacifying effects of military and political
integration. The risks are low; Russia will have a say in NATO only as its reforms
substantially advance. But the payoffs of success would be huge—Russia’s democra-
tization, pacification, and integration into Europe.
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At this point in time, the idea of Russia joining NATO has as little support in
the Duma as it does here on Capitol Hill. But my contacts in Russia suggest that
this need not be the case and that beginning a serious dialogue with Moscow about
eventual NATO membership may ultimately provide an answer to the strategic di-
lemmas posed by the continuation of NATO enlargement. President Putin, after all,
has made clear his western orientation and his desire to make Russia part of Eu-
rope. Just as the prospect of joining NATO has helped induce reform and discipline
in Central Europe, it could also help keep reform in Russia on track and counter
the return of anti-democratic forces.

Should Russia ultimately join NATO, the alliance would function quite differently
than it does today. Rather than being focused on the territorial defense of its mem-
bers, it would serve as a more informal and flexible vehicle for coordinating military
activities and preserving peace across Europe. But this looser and broader NATO
would be in keeping with a much more benign strategic landscape and a Europe
that is no longer so dependent upon the United States to ensure its security.

The Atlantic link is in the midst of transformation. I am optimistic that the integ-
rity of the Atlantic bond can be preserved. But achieving this important objective
requires both Americans and Europeans to recognize the profound changes that are
taking place, to get ahead of the curve, and to work together to build a Europe that
is whole and free.

Mr. GALLEGLY. Thank you, Dr. Kupchan.
Dr. Berry?

STATEMENT OF WILLIAM M. BERRY, PH.D., PRESIDENT,
EUROPEAN-AMERICAN BUSINESS COUNCIL

Mr. BERRY. Thank you, Mr. Chairman. I, too, am very pleased
that you have organized this hearing at this point in the Adminis-
tration.

The European-American Business Council is a business group of
approximately 80 member companies, large European and U.S.
companies that have operations and substantial activities on both
sides of the Atlantic. We are an advocacy group. We monitor issues.
We provide hopefully a dialogue between business interests in the
U.S. and the EU to try to come together on common positions on
important issues.

I am going to just summarize my testimony. I hope you would
submit the written version for the record.

Mr(.1 GALLEGLY. Without objection. We will make it a part of the
record.

Mr. BERRY. Thank you. The first point has already been made by
you, Mr. Chairman, and Mr. Hastings about the magnitude and the
enormous qualities of this relationship, which are positive, between
Europe and the U.S. As a matter of fact, Ambassador Burghardt
recently in a speech in Chicago describing the economy said that
Europe and the U.S. are really in fact joined by the hip.

We are a huge economic area, and the benefits are substantial.
As the Chairman said, it is a $2 trillion plus relationship if you
look at all of the activity, and it has grown phenomenally in just
the last few years.

The fact is that the economy is not only integrated to a large ex-
tent, but it also has a significant impact on every U.S. state. We
did pass out to you a study we do every year, which is a breakdown
state by state which goes through each state, shows what the mag-
nitude of the investment is from Europe in the state, the number
of jobs that are supported.

As a matter of fact, Europe is the largest investor in 43 states.
In 42 states, the European market is either the number one or
number two export market, and there are also a substantial num-
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ber of jobs connected with the trade, as well as with the invest-
ment.

While we have this rapidly integrating transatlantic economy, we
also see that the political relationship has not kept up. That is our
feeling. There have been attempts to put together a positive agen-
da. There was a transatlantic economic partnership. There have
been a number of other things.

Essentially I think our members and I think the business com-
munity see these as not really having lived up to their expecta-
tions. Our members survey reflects this. Whatever remains on the
TEP is essentially moribund. I know USTR Bob Zoellick and Pascal
Lamy are talking about ways of reviving cooperation, but essen-
tially there is much less cooperation than there should be, given
the character of the economic and commercial relationship.

In fact, I think there is a huge concern in our membership about
disputes. Now, I know that at the political level people try to mini-
mize the disputes, and we ourselves in the past have bemoaned the
fact that in the press frequently the relationship is defined by the
disputes and not by all of these positive aspects that we see in the
commercial area. I think there was recently a Commission report
released where they said they did not think, despite these disputes,
that there was any spillover into the political relationship, which
is getting broader and deeper.

Every year we do a survey of our member companies, and we did
it again this year. We had for a survey a very high return. It was
over 50 percent of our membership. It is a long requiring survey,
which is quite detailed. We also in this survey had the same kind
of split between American companies and European companies that
we have in our membership, so the respondents were essentially 60
percent European and 40 percent U.S.

For the first time ever in this survey we had an open ended ques-
tion where we asked the companies to list what are your three pri-
ority issues, and by far number one was resolving transatlantic
trade disputes. This had never shown up before. Irrespective of
what is said by leaders on both sides, I think from the business
point of view there is an enormous amount of concern about the
trade disputes.

Now we do, you know, share your views on the bananas. I think
this is a very good step. It is very positive. It is a big change since
I think Pascal Lamy has been in his job since the fall of 1999, and
it is the first dispute that has been solved. Of course, we have a
new USTR, and that is very encouraging.

We do have a number of other disputes. We have one on GMOs.
We have foreign sales corporations. Hopefully the carousel dispute
will become downgraded somewhat with a resolution of the ba-
nanas. Then we also have a whole range of looming disputes. The
EU has challenged the Byrd amendment, which is something the
U.S. passed last year which actually encourages people to pursue
dumping cases. The law will generate disputes.

There is a steel case, which involves, you know, the privatization
methodology, which has to do with privatization of the industry
and consolidation of the industry in Europe. There are now about
16 cases related to that, which the U.S. is silent on. There are air-
craft subsidies, and I think there are also concerns about the reau-
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thorization of some sanctions legislation and how Helms-Burton
will be enforced in the future.

The dispute that bothers people the most is the foreign sales cor-
poration dispute. It is the largest. It has the most powerful con-
stituencies. The U.S. has lost the case, lost an appeal. The Con-
gress changed the law. There will be a review of that law, and the
interim ruling will be reported out on the 22nd of May. The thing
about this dispute is it will involve retaliation, if it moves in that
direction, of $4 billion. This is unheard of.

People are thinking and our group is thinking about what if the
European Union wins and they have, you know, every right to
move to retaliation on $4 billion? You know, what will this look
like?

We went through the numbers. We looked at retaliation sce-
narios, and the first thing we know is that our member companies,
whether they are involved or not, they are going to be hurt. Euro-
pean companies and U.S. companies alike are going to be hurt.

We ranked the order of exports going from Europe to the U.S.
and the exports going from the U.S. to Europe, and essentially we
trade back and forth the same things. If you look at the top 20 in
each list, 14 overlap. They are the same products. They are aircraft
parts, chemicals, plastic, paper, wood products, other things which
are huge industries on both sides of the Atlantic. Forty-one percent
of the transatlantic trade is intercompany trade, so companies have
integrated relations, and if you choke off something at one side the
other side is going to be hurt.

Another thing is if you break down these things into two product
categories. You have essentially almost 100 products, and if you
just looked at $4 billion, you know, that covers half of the list.

Anyway, we are worried about retaliation, and there is not any
way you can look at this and not see that businesses on both sides
are going to be hurt. We asked our companies directly about the
FSC in the survey. Seventy-nine percent of our companies want
this settled. They do not want the same pattern followed in the
past where we have extended litigation. We also do not want to see
the pattern pass where, you know, it is tit for tat so the way to
get even is to retaliate, is to take an action where the retaliation
will be bigger and going in the other direction.

We would like these resolved. We do have in our survey some
views about a positive agenda, one of the primary things being the
WTO. The U.S. and Europe have to cooperate. After all, they ac-
count for 40 percent of the world trade. If they cannot agree, you
are not going to have a round. You are not going to have coopera-
tion. If you are fighting over things like the FSC, you are not going
to have any cooperation. You are not going to have any time to put
together an agenda, and that is what we would really like to get
to is a positive agenda.

I am running out of time here, but I have tried to summarize the
views of our membership in transatlantic companies. Thank you.

[The prepared statement of Mr. Berry follows:]
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PREPARED STATEMENT OF WILLIAM M. BERRY, PH.D., PRESIDENT, EUROPEAN-
AMERICAN BUSINESS COUNCIL

INTRODUCTION

Mr. Chairman and members of the committee, thank you for the opportunity to
testify. I am Willard M. Berry, President of the European-American Business Coun-
cil, or EABC. The Council is the one transatlantic organization that regularly pro-
vides actionable information on policy developments and works with officials in both
the US and Europe to secure a more open trade and investment climate.

Comprised of over 80 EU and US companies, EABC is the leading business asso-
ciation active on transatlantic trade, tax and investment and policy issues. The
EABC is viewed as highly substantive, unique in both its membership composition
and in its recognized role as an authoritative, highly credible and effective voice on
transatlantic policy issues. EABC’s work includes providing a forum for dialogue on
transatlantic issues; preventing EU/US disputes and roadblocks to desirable policy
outcomes; shaping quality and workable issue strategies; and helping member com-
panies achieve business objectives.

THE TRANSATLANTIC ECONOMIC RELATIONSHIP

The European Union and the United States are both global economic powers.
Their combined GDP is around 56 % of the world total. 40% of world trade is con-
ducted between the US and the EU. Clearly, any successful agenda of world trade
liberalization requires bilateral cooperation.

If we look closely at US-US trade and investment, we see a substantial economic
relationship which is unmatched in its magnitude, is essentially balanced and is
mutually beneficial. If you add up the $552 billion in two-way trade between the
US and the EU in 1999, the cross investment of more that $1 trillion and the sales
of US and EU company affiliates in each other’s market, we see an economic rela-
tionship of more than $2 trillion. The US and the EU are each other’s largest single
trading partner, accounting for 20% of each other’s trade in goods and 33% of each
other’s trade in services. Forty percent of the trade in goods in intra-company trade.

Trade and investment flows between the US and Europe provide real benefits for
Americans and Europeans. More than seven million US jobs depend on European
investment in the US, including 3.6 million Americans directly employed by Euro-
pean-owned companies. US investment in Europe has a similar employment impact.
Oge quarter of all US exports go to Europe and those exports support 1.6 million
obs

The EABC publishes an annual study of the impact of European trade and invest-
ment on each of the 50 US states, called The United States & Europe: Jobs, Invest-
ment and Trade. The study shows how important the transatlantic business rela-
tionship is to the economic welfare of each state. Europe is the largest foreign inves-
tor in 43 of 50 US states and the number one or number two export market for 42
states. Just to cite one example, Mr. Chairman, your home state of California sold
$24 billion of goods to Europe in 1999. Those exports support an estimated 250,000
jobs in California. European investment in California of $104 billion supports about
292,000 jobs in your state. I have brought copies of the study so all members of the
committee can see the importance of Europe to their states.

STRAINS IN THE TRANSATLANTIC RELATIONSHIP

While the strong trade and investment links and the significant level of economic
integration suggest common interests and goals, the transatlantic relationship at
the government-to-government level has for some time shown increasing tension.
For some time, a growing number of WTO trade disputes have become the primary
concern of trade officials in Europe and in the US. Consequently, the positive devel-
opments in the commercial relationship are not reflected in the political realm. The
“positive agenda” has almost disappeared.

The European Commission released in late March a policy document titled “Rein-
forcing the Transatlantic Relationship,” which focuses on increasing transatlantic
cooperation and plays down the importance and the growing number of trade dis-
putes priorities. The policy paper maintains that trade irritants do not cast a shad-
ow over other aspects of the relationship between the EU and the US. “In reality,
there is little risk of a negative spill-over from individual disputes into the overall
political relationship which is broader and deeper than ever before.” This is not the
perspective of business.

The EABC, in an attempt to ensure that its work is organized around the issues
that matter most to its membership, surveys all of its member companies each year
on their issue priorities.



29

The survey results for 2001 were released in March. The survey responses show
that “resolving EU/US trade disputes” is the single most important issue for Council
members. The deep concern over EU/US disputes was expressed when EABC mem-
bers were asked to list “the three most important issues to your company.” Resolv-
ing EU/US trade disputes led all other priorities by far. Other important issues like
launching a new round of trade negotiations in the World Trade Organization
(WTO) and advancing the development of the digital economy were listed, but lower
levels of support. The issue of “resolving transatlantic trade disputes” has never be-
fore shown up on our survey in its three-year history.

The EU and US have just settled an eight-year dispute on bananas, which had
been a significant irritant in transatlantic trade relations. We welcome this impor-
tant breakthrough. Many see the move as improving chances for resolution of other
disputes and lending fresh impetus to the potential launch of new World Trade Or-
ganization negotiations. It is a very positive sign, showing that EU Trade Commis-
sioner Pascal Lamy and USTR Bob Zoellick can work together to resolve disputes,
avoid escalation and concentrate more on an agenda of cooperation.

Taking a new direction will not be easy. If you take a look at the list of disputes,
it is lengthy, and includes such difficult issues as beef hormones, the Foreign Sales
Corporation, genetically modified food and the carousel. There are also quite a num-
ber of looming disputes. These include (to mention a few):

¢ Byrd Amendment—This new law which requires US Customs to distribute the
antidumping and countervailing duties it collects to US companies that have
petitioned for relief is being challenged by the EU in the WTO.

e Privatization Methodology—The US method of imposing countervailing duties
(CVDs) on goods was challenged in the WTO and it was ruled that US CVD
practices violated WTO rules. The US has not reassessed it decisions in 16
other cases.

o Aircraft Subsidies—The US is concerned about government subsidies for the
development of the Airbus A3XX and the EU is concerned about US indirect
subsidies to Boeing.

¢ Sanctions—Many of your colleagues are considering reauthorizing the Iran
Libya Sanctions Act, set to expire in August, and arguably the most con-
troversial US sanctions law, as it imposes sanctions extraterritorially on EU
firms. While WTO dispute resolution was avoided thanks to a May 1998 EU-
US understanding on sanctions, with the US since then waiving sanctions on
EU firms, reauthorization of this legislation is highly inadvisable. Further,
strict enforcement of anti-Cuba legislation, in particular the Helms-Burton
law, could lead to a major EU-US dispute.

The dispute that currently bothers companies the most is that over the Foreign
Sales Corporation, or FSC. The FSC is the most significant case in terms of the
magnitude of potential retaliation and the size and influence of the US constituency
involved. Following a WTO decision that the FSC provided an illegal export subsidy,
the Congress last year changed the law to bring it into conformity with WTO rules.
The European Union commission feels confident that it will win a pending WTO
case examining the FSC replacement legislation. Should the US lose, the EU could
proceed with retaliation against the US.

The EABC has looked at trade between the US and the EU and how retaliation
in the FSC case could affect transatlantic trade flows. We examined a number of
possible scenarios for retaliation and found that retaliation on the scale con-
templated in the FSC case—$4 billion—would significantly harm companies on both
sides of the Atlantic and be devastating to the European-American relationship.

CONSEQUENCES OF FSC RETALIATION ON TRANSATLANTIC COMPANIES

Almost every transatlantic company is at risk and would be harmed if the FSC
dispute escalated to retaliation.

Looking at all of the products traded across the Atlantic, we see that the EU and
the US essentially trade the same products. Data show that of the 20 largest cat-
egories of US exports to Europe (totaling $132 billion), fourteen are among the
twenty largest categories of EU exports to the US (totaling $151.5 billion). Many
of these products—aircraft parts, chemicals, plastics, paper and wood products—are
components in products that the EU exports back to the US.

About 41 percent of US exports to the EU are accounted for by intra-company
trade, meaning that a European company is purchasing goods from a parent or affil-
iate.

Almost half of transatlantic trade takes place between related companies.
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If the EU retaliates against $4 billion of products, 50 of the 98 categories, or one-
half, of US exports to Europe could be subject to sanctions.

While the approach is unprecedented, there is the possibility that the EU would
impose a small tariff on all US exports. If the EU were authorized to retaliate at
the $4 billion level, the result would be an additional tariff of about 2.7 percent on
all US goods going to the EU.

A 2.7 percent tariff is not an insignificant amount. Consider that all of the tariff
cuts negotiated in the Uruguay Round trade agreements, after they are fully phased
in, will result in a reduction of EU average tariffs by 3.2 percent.

Industry is well aware of the significance that the FSC dispute could have on the
transatlantic commercial relationship. This was reflected in the 2001 EABC Member
Priorities survey, where companies were asked specifically about the FSC issue.

EABC members show very strong support for a continued effort toward a nego-
tiated settlement in the dispute over the FSC. Seventy-nine percent of EABC mem-
bers said they support a negotiated settlement in the dispute. Almost all of the
other respondents (18%) have no position on what course should be followed in pur-
suing the case. A comparison of our 2000 Survey and the 2001 Survey shows a shift
in the past year toward a negotiated settlement. Last year 67 percent wanted a ne-
gotiated settlement and 33 percent had no position on the issue.

Clearly our member companies don’t want this to be an endless legal squabble
and run the risk of escalation. The point I'd like to make, Mr. Chairman, is that
there is no commercial constituency to follow the pattern of endless litigation we
have seen in older disputes.

We also cannot risk thinking that the FSC can be resolved by initiating bigger
counter cases. The get-even, tit-for-tat approach to addressing disputes—bananas,
beef, FSC, carousel, etc.—is no longer viable to the transatlantic business commu-
nity. We have got to settle issues like the FSC and move on to a more positive agen-
da. Also, we have also got to find better ways of dealing with trade conflicts before
they become an issue in the WTO.

THE POSITIVE AGENDA

EABC members do have a positive agenda for the year. Our other top issue prior-
ities include a new round of WTO negotiations and electronic commerce.

EABC members show a very strong interest in many different issues related to
electronic commerce. These results reflect both the number of EABC members
whose primary business is in the information technology area and the trans-
formation in the way companies conduct business. The most important issues for the
companies are taxation, data privacy, and intellectual property rights protections.

There is strong support for launching a new WTO round, but the survey shows
that many companies have no strong views on many aspects of a new negotiations.
Regarding the content of the round, half of those surveyed support a comprehensive
approach and exactly the same percent would like to see some agreements con-
cluded early. EABC members support and would like to expand ongoing, broad
based WTO services negotiations. They also support increased WTO transparency,
particularly in the dispute settlement process, and reform of the dispute settlement
process.

CONCLUSION

It is acknowledged by our members that progress in launching a vital new round
of multilateral negotiations in the WTO is impossible without the European Union
and the United States working together. After all, they account for 40 percent of
world trade. It is also clear that transatlantic disputes divert the attention of trade
officials and of transatlantic businesses away from building the agenda and the
work program necessary to a successful negotiation. The EABC feels it is very im-
portant for leaders on both sides to make progress in resolving trade disputes. We
feel that they can spill over into and sour the overall economic and political relation-
ship and that they can stifle cooperation on the issues that are most vital to enhanc-
ing the bilateral and global trade agenda.

Thank you Mr. Chairman and members of the Subcommittee for inviting me to
testify before you today.

Mr. GALLEGLY. Thank you very much, Dr. Berry.

Mr. Baron Crespo, welcome.

Mr. BARON CRESPO. Thank you, Mr. Chairman, Members of the
Subcommittee.
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Mr. Chairman, would it be possible for Mrs. Reed, who is the
Chair of the federal delegation between the European Parliament
and the U.S. Congress, to join the panel?

Mr. GALLEGLY. Certainly.

Mr. BARON CRESPO. Thank you.

Mr. GALLEGLY. Without objection.

Mr. BARON CRESPO. I will be thankful if my written testimony
will be put on the record.

Mr. GALLEGLY. It will be made a part of the record without objec-
tion.

Mr. BARON CRESPO. Thank you. Let me first say that I am very
grateful to the Committee for giving me the opportunity to speak.
It is not so often that Members of the European Parliament are in-
vited to address a Committee so eminently important for the rela-
tionship between the United States and the European Union.

As president of the Social Democratic Group, whose national
leaders are in government in 11 out of 15 member states, I am par-
ticularly pleased to be the first group president of our House to ap-
pear before you since last November’s elections. Let me also say
that I am particularly happy to be here because I believe that our
two institutions will be increasingly frequent and important inter-
locutors in coming years.

I say this for two reasons. First, because despite the occasional
patch of fog in the Atlantic, the transatlantic relationship remains
the most important of all international relationships, both economi-
cally and politically. Europe is America’s biggest market, biggest
investor, biggest investment destination, as you are ours. When it
comes to promoting the national interest of the USDA in the global
arena, the European countries are as close to a like minded ally as
the U.S. is ever going to get, just as you are to us.

Working together, the U.S. and EU have the greatest opportunity
to bring some of the biggest international challenges a little closer
to solution. If there is now some uncertainty and soul searching on
both sides of the Atlantic about the nature of our strategic partner-
ship, neither of us is really happy with our own current role; each
feeling our expectations of the other are not being fully met. Then
that is a wake up call that we must make a closer transatlantic
dialogue a high priority for our two legislatures, just as for the Ad-
ministrations of the U.S. and the European Union.

My second reason for believing that the House of Representatives
of the European Parliament will be increasingly important inter-
locutors concerns the evolving role of the European Parliament in
the European Union. As the EU continues to build and strengthen
democracy, the role of the Parliament, the only directly elected in-
stitution in the Union’s decision making triangle with the Commis-
sion and the Council of Ministers, continues to grow.

To put it bluntly, today almost all important EU decisions re-
quire the Parliament’s approval, and in almost 80 percent of the
Union’s legislative work the Parliament and the Council of Min-
isters have equal powers, legislative powers.

The reality of co-decision has increased Parliament’s involvement
in all stages of the legislative process. Gone are the days when
Commission officials could draw up legislative proposals working
only with the lobbyists concerned and then present them as a fait
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accompli to the Parliament and the Council. Compromise with Par-
liament is now recognized as a precondition for effective legislation
to be adopted. For us, openness and public scrutiny are the best
recipe for good government. The Parliament is a constant source of
pressure for greater transparency in EU decision making.

Many of the issues on the European Parliament agenda have an
impact on the issues with which you too are dealing, both domesti-
cally and internationally, but in this short presentation let me just
say a word about four of the most important issues of this sort
which currently confront us.

The single most important issue is certainly the enlargement of
the European Union to central and eastern Europe, including
Malta and Cyprus. I hear that some in the U.S. are of the view
that the EU is not moving fast enough to take them on board.

Let me be very clear. We have a political and moral obligation
toward these countries, which for most of the second half of the last
century were part of the Soviet bloc. They have a right to share the
peace, freedom and prosperity that we have had the chance to ex-
perience over the past 50 years. But, enlargement must not only
be done fast. It must be done right. With huge differences in living
standards, political cultures, administrative capacities and social
systems, the challenge of integration is immense. It takes time.

You all have vivid memories of the delicacy of the NAFTA nego-
tiations, and now you have set a 3-year deadline to negotiate a free
trade area of the Americas. We wish you well, but let me reassure
you. Although membership in the European Union is by far a more
complex process, raising a number of thorny issues, accession talks
are advancing well, and the position of the Parliament is that we
are ready to welcome the first new member states and their elected
representatives by the year 2004.

The second issue I want to mention is trade. It has already been
mentioned; in particular, the effort to launch a new multilateral
trade round. The European Parliament does not have the power of
Congress to legislate on a detailed trade promotion authority, but
we have the power of assent on all international agreements with
significant budgetary and legislative implications. As Members of
Congress know well, the former power of a veto at the end of a ne-
gotiating process gives rise to a considerable informal power in the
earlier stages.

My own group in the Parliament has devoted close attention in
the last 18 months to the prospects of a new multilateral trade
round to which we are committed. The case for a new round is still
strong today. Signs of progress here will give a powerful boost to
international confidence and help avert the threat of recession.

The terms for a new round must be right. My own group’s posi-
tion paper spells out clearly that a new round must also mean a
new direction for the World Trade Organization. It must effectively
tackle the issues of democracy, transparency, environmental and
social standards and the plight of the poorest countries in the
world trade system, which the EU already began to address
through our initiative of everything but arms for barrier free access
for all products from the least developed countries. I believe that
many in the U.S. Congress share our priorities on these issues.
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I cannot mention trade without also mentioning agriculture. I
know that this is a major preoccupation for many U.S. legislators.
As you well know, pressures for reform of the EU’s common agri-
cultural policy have been building up for some years, budgetary
pressures, the prospect of EU enlargement, the WT'O commitment
to negotiate further liberalization and a growing public mood put-
ting increasing emphasis on food quality and safety, environmental
protection and animal welfare standards.

The Social Democratic Group, which I lead, is strongly behind
the movement for reform. Again, we have set up a high level inter-
nal working group to draw up proposals for reform in order to in-
fluence the review process to which the EU is committed in 2002.
Our WTO position paper, to which I have referred, already sign-
posts the direction in which we want to move on trade related as-
pects; away from production related supports toward a more tar-
geted support system, focusing on the non-trade public policy goals
of environmental protection, rural development, food quality and
safety and animal welfare. We want the opportunity to discuss this
agenda with you.

Last, but not least, let me say a word about a common foreign
security policy which, as you know, the European Union is only be-
ginning to develop. My group strongly adheres to the principles of
common security based upon cooperation, sustainable security, con-
centrating on taking away the causes of insecurity and democratic
security meaning security in all its forms and expressions as the
best guarantee for the security of all of us. Our main priority is
conflict prevention based on predicting the future by learning from
Ehe I};wls‘c and present. I think we need more and better capacity to

o that.

Concern and sometimes criticism from this side of the Atlantic
about the lack of European action in the Balkans, for instance, is
understandable, but misses the point. Europeans were never un-
willing to share the burden, as some like to put it here. They were,
until now, simply not in a position to do so.

You should not underestimate the rich diversity of defense and
security cultures and practices in our member countries, but we in
the Social Democratic Group acknowledge and seek to draw upon
this diversity of experience in formulating a policy and in the de-
velopment of the common foreign security policy.

Thank you, Mr. Chairman, honorable Members, for your atten-
tion.

Mr. GALLEGLY. Thank you, Mr. Baron Crespo.

I would just like to open with a couple questions, first of all, for
Dr. Serfaty.

Dr. Serfaty, Anthony Blinken, in a recent article in Foreign Af-
fairs, stated, “The crisis in U.S.-European relations is largely a
myth manufactured by the elites, politicians, intellectuals and the
media.”

How would you respond to that statement? In your opinion, is
there a crisis in the relationship?

Mr. SERFATY. The history of the U.S.-European relationship is a
history of both discord and cooperation. At any one point in time
there have been discordant issues; at any one point in time over
the past 50 years there have been apprehensions over the drift of
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Atlantic relations, as well as exasperation over the recurring na-
ture of the tensions between the United States and the states of
Europe.

My response to this is not so much a matter of rehashing either
the tensions of the moment or the uncertainties of the future, but
to think about the relationship in retroactive terms today, as com-
pared to 1991, 1961, 1951, 1921, 1901.

Mr. Chairman, we have come a long way in developing a coher-
ent, a cohesive, a sustainable and irreversible relationship between
us and the states of Europe. So it is not simply a creation from the
top down, but it is something that has developed such deep roots
as to now flourish from the bottom up as well.

Mr. GALLEGLY. Thank you very much, Dr. Serfaty.

Dr. Kupchan, in your opinion, are the Europeans really inter-
ested in NATO enlargement by 2002, or are they more focused on
EU enlargement, and, in your opinion, how do you see the U.S. role
to be played out and through what process?

Mr. KUPCHAN. I believe that the Europeans are just beginning a
dialogue among themselves on the desirability of a second wave of
NATO enlargement, as well as who might be included in it. My
sense is that they are going to look to this side of the Atlantic for
leadership on the question of the second wave, as they did on the
question of the first wave.

My own sense of the European position is that they will come
along if the United States does want to push ahead with the second
wave in part because they realize that the expansion of NATO to
some extent lets them go more slowly on their own EU expansion
and because going forward with NATO meets some of the security
concerns of the states in central Europe. It is also easier than EU
expansion in the sense that prospective members do not have to
meet all the various criteria of the EU on agriculture, on budgets,
to get into NATO.

I think beneath the surface there are many in Europe who would
like the NATO expansion issue just simply to go away because they
realize there are very difficult decisions ahead, but again I believe
that they will follow our lead on that question.

Mr. GALLEGLY. Even though during the Clinton Administration
the French and others in Europe were very critical and did criticize
the U.S.’s involvement, would you not agree?

Mr. KUPCHAN. On the question of NATO enlargement?

Mr. GALLEGLY. Right.

Mr. KupcHAN. I think——

Mr. GALLEGLY. Or who should be enjoined.

Mr. KUuPCHAN. Yes. On the particular question of who, there was
a great deal of to-ing and fro-ing with the French and other Euro-
pean allies pressing for some countries and the United States at
the end of the day saying no, let us just go for these three—Poland,
the Czech Republic, and Hungary.

I do think that when you begin to look at a second round there
will be extraordinary pressures coming from different quarters,
some pressing hard for at least one Baltic country, the French
probably pressing hard for Romania, the Germans probably on
Lithuania because of the connection to Poland, so I do think that
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we are entering a period in which this debate is going to intensify
considerably.

Mr. GALLEGLY. Thank you very much.

Mr. Hastings?

Mr. HASTINGS. Thank you very much, Mr. Chairman.

Dr. Serfaty, in your prepared remarks you spoke about if there
were to be an intensification of the conflict in the Middle East. Not
your exact words, but can you help us understand better what the
Middle East means to Europe and United States relations, taking
into consideration both the religious factor, the development of
Islam in Europe, as well as obviously the energy factors that have
to be considered?

Mr. SERFATY. Well, Mr. Hastings, you essentially led me very ef-
fectively in responding to the question because what is significant
about the nature of Europe’s relationship with the Middle East is
that this is indeed multidimensional.

There is, for example, an extraordinarily significant domestic po-
litical dimension to questions raised in the Middle East. Islam, as
you well know, has become the second most important religion in
most states in the European Union, including the likes of Denmark
and others, France, Germany. So that there are domestic political
consequences to the eruption, to the visibility of balance in the
Middle East. In turn, that kind of emotion from within is trans-
lated into political consequences that tend to feed one or the other
of the political parties across the spectrum, depending on the na-
ture of that balance.

Third, there are obvious economic consequences to the extent
that Europe is at the defining moment in the development of its
institutions. The loss of half a percent, half a percentage point of
economic growth due to some disruptions in the flow of oil might
be more important than those disruptions faced in the 1970’s, so
there is vulnerability to conditions there that is multidimensional.

Mr. HASTINGS. I sense some movement with Mr. Baron Crespo
and Ms. Reed. Do you all have to leave?

Mr. BARON CRESPO. No, no, no.

Mr. HASTINGS. Since you do not, Ms. Reed, then I am going to
take advantage of the opportunity.

Mr. Chairman, I might add I wish to add further commendation
to you. I am sort of still a new Member to a lot of things, even
though I have been here now and I am in my fifth term. This is
the first time that I participated in any hearing in any of the Com-
mittees that I have been in that foreign dignitaries were directly
involved.

I do not want Mrs. Reed to leave without having an opportunity.
She amplified some of her views earlier today, Mr. Chairman, I
would like to utilize my time and yield it to her. Otherwise when
I see Bruce George at OSCE he will not let me in the room, I am
sure.

Ml; GILMAN. Would the gentleman yield a moment before begin-
ning?

Mr. HASTINGS. Indeed I will, Mr. Chairman.

Mr. GILMAN. I want to note that President Reed, who is presi-
dent of the European delegation, participated in a video conference
with our Committee not too long ago, and we had an opportunity
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then between our Committee and the European Union to review
some of these problems.

Mr. HasTINGS. Well, I am looking forward to testifying in Spain
and in England.

Mr. BARON CRESPO. In Spanish, though.

Ms. REED. Mr. Gallegly, thank you very much indeed for giving
me an opportunity to make a brief contribution. I do not have it
in writing. Apologies. It is heartfelt nevertheless.

Mr. Gilman was kind enough to explain that I am president of
the formal delegation cross party between the European Par-
liament and the United States Congress. It is our oldest delegation,
our most prestigious delegation. I say that not just because I am
its president at the moment. That is generally held to be so, and
that I think is a reflection of the very special relationship there is
between the European Union and the United States of America.

If you will permit me to just reflect for a moment on a previous
question of yours about whether the relationship was in a state of
crisis? I think it is not in a state of crisis, but it might be in a state
of mutual taking for granted; that we rather assume that each side
is going to be there. Perhaps we have made an error in assuming
that neither side is going to change very much or the cir-
cumstances underpinning our work are not going to change.

Of course, they have changed very substantially, and our distin-
guished panel, and we listened to very great interest and look for-
ward to having copies of your contributions, reflect much of that
change.

You know, of course, that we have worked closely with the Con-
gress not only through the formal delegation, but also through in-
formal visits by individual members of our Parliament who have
close contact with many of you. Of course, this is a delegation from
our political group, so, of course, I defer to Mr. Baron Crespo with
great pride as the leader of our delegation.

We work closely, of course, with our colleagues at the Commis-
sion. Ambassador Burghardt and his colleagues are our partners
and our colleagues, and we look forward very much to that being
strengthened.

Mr. Chairman, if you would just allow me a few minutes to com-
ment on one or two issues which I know are of great concern to
many here? Dr. Berry mentioned some of them during his presen-
tation.

At every discussion we have, at every video conference exchange,
every informal visit, the question of the outstanding trade disputes
are raised. Of course, they raise very strong feelings. I think it is
a matter of considerable satisfaction that the issue on bananas is
reaching its final conclusion. There is a great tribute I think to
those involved who have worked so hard to find a compromise.

We have a number of outstanding issues, and I think the one
that is of the greatest concern here is one that Dr. Berry men-
tioned, the issue of foreign sales tax. You know, you only have to
look at the figure of $4 billion a year at the latest count in terms
of impact in the economy of the United States of America. Of
course, if you turn that round that is a loss to the economy in the
European Union. You know, you put it into some sort of context.
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You will all know, I am sure, the state of play with FSC; that
there was an EU-U.S. agreement about procedures for how the
issue would be handled. There was a delay of 1 month, a WTO ex-
tension of the deadline, and we expect the initial decision I think
you said, Dr. Berry, on the 22nd of May. I think we must wait and
see how that plays out during the formal deliberations.

We are also facing, of course, the next round of trade discussions,
and I am sure that within that will be discussion about conflict res-
olution dispute mechanisms. We have to look, of course, at the po-
litical and trade backgrounds to current disputes and potential dis-
putes, but also move one step away from that in the abstract and
look at whether the existing dispute mechanisms are satisfactory.
If not, how should they be resolved? I think one thing is for certain,
the length of time that these things are elongated is of no benefit
to anybody, and we need to look at speed, but also effectiveness.

Mr. Chairman, Mr. Gallegly, we are really happy to be here. We
can stay longer because it is such a priority for us. Perhaps if I
could conclude by saying that we are very grateful to have this op-
portunity. We know that this hearing was planned prior to you
knowing of our visit. The fact that you have made space and time
for us to make a contribution is of very great importance to us, as
indeed has been the reception, the kindness and the constructive
discussions we have had with so many here in Washington.

If we came with some doubts about the welcome, and we had one
or two little doubts, they have certainly been greatly reassured
during our visit here. I look forward particularly, sir, to working
with you in the future. We have not had a chance to meet on a per-
sonal level, although we have corresponded, but I am sure that if
you do exactly as I tell you and I do you exactly as you tell me,
we are going to get on just fine.

Mr. GALLEGLY. Madam President, I value your comments, and I
value your testimony today, as I am sure my colleagues would join.
We are pleased to have you here. I look forward to meeting you on
a personal and less formal basis.

The gentleman from New York, Mr. Gilman?

Mr. GILMAN. Thank you, Chairman Gallegly. We are pleased
Enrique and Mel are here as part of the panel.

Mel, let me ask you. You mentioned the banana dispute and the
goodwill that has been inured by the joint decision to resolve the
banana dispute. Can we generate more of that goodwill as we work
to resolve the FSC case? Do you think we can resolve that prop-
erly?

Ms. REED. May I? Thank you, colleagues. As I understand it, this
is currently being considered under the normal WTO rules. You
will remember, Mr. Gilman, that prior to the elections last
November——

Mr. GILMAN. Yes.

Ms. REED [continuing]. In the United States of America there
were many, many discussions between the U.S. Administration and
Commissioner Lamy to try and see whether according to the rules
an interim proposal that would be regarded by both of the parties
as WTO compliant could be come up with. That did not prove to
be possible.
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The deliberations now are considering the legislative proposals
that the U.S. has come up with to see whether the panel regards
that as WTO compliant. I must tell you that the view of the Euro-
pean Union is that we think it is extremely unlikely that the panel
will rule in favor of the United States of America. We do not see,
looking at how the rules have been interpreted in the past, that
that will be regarded as WTO compliant.

I speak just for myself, Mr. Chairman. I would like to make that
clear here. It does seem to me that as this is being dealt with by
the existing rules that we must let those rules run their course. Of
course, I am quite sure that Commissioner Lamy as ever, as indeed
every other commissioner, is very happy to talk, and indeed he in-
dicated that. He came over to Washington. I do not know how
many discussions there were between Mr. Lamy and his counter-
parts, but there were certainly very many.

We must talk, Mr. Gilman, must we not, as ever about this. The
rules are running their course, and that seems to me what we must
let happen. The first decision comes on the 22nd of May. Things
will be clearer there.

Mr. GILMAN. Mel, let me ask before I turn to Enrique. Is it pos-
sible to have some mutual agreement to stop the WTO clock in
order to resolve this issue?

Ms. REED. Mr. Gallegly, when the decision comes, the first deci-
sion—I am sorry—comes on the 22nd of May, I think the period
then for deliberations is until December, so we have maybe 7 or 8
months of time. I am sure that on both sides that is going to be
used usefully and wisely.

That is quite a lot of time to try to get together and have discus-
sions. Of course, the discussion point will start from whatever
comes on the 22nd of May.

Mr. Baron Crespo wanted to——

Mr. GiLMAN. Enrique? Mr. Baron Crespo?

Mr. BARON CRESPO. We are totally open to dialogue. We have in-
vited the Presidential High Representative for Trade, Mr. Zoellick,
and he agreed to come. He is a frequent visitor to Europe, a good
friend and a very hard negotiator.

We have invited him to come to our plenary session in May,
where he will address on Monday, I think, Monday evening, the
Foreign Affairs Committee and the Committee in which there is in-
dustry external relations and so on.

Perhaps it would be a good opportunity for the U.S. Administra-
tion to try to advance and make proposals.

Mr. GILMAN. Let me raise one local issue; not so much a local
issue. It is one that affects many of us. Today, I am involved in the
drug wars. Many of my colleagues are. One-third of our cocaine and
a good chunk of the heroin come out of Colombia and now heads
for Europe.

Coming in the other direction, most of the precursor chemicals to
make cocaine and heroin in Colombia come from Europe, Germany
and Holland in fact, and these chemicals are used to make the
same drugs that go back to Europe.

Today, it is very hard to get the Europeans to agree to help us
in Colombia and get some serious controlling regulations with re-
gard to those chemicals. I would hope that you would take back to
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your European colleagues the need to do something more in that
direction. I just pass that out as a personal request.

Mr. BARON CRESPO. Well, sir, I will try to convey this message.
In any case, drug trafficking is a very, very wide social problem
both in the United States and the European Union.

We are in favor of developing cooperation with you, taking into
account that this is not only a supply problem. It is a social and
demand problem. I think that it would be interesting to increase
our cooperation. I think this is a standing point in the agenda of
the delegation.

Mr. GILMAN. I know we raise it quite often with our European
colleagues.

Let me just ask, Mr. Chairman.

Mr. GALLEGLY. Mr. Gilman, I would just say I had made a com-
mitment to our witnesses that we would be wrapped up by 3:15.
We have not got to Mr. Delahunt yet.

Mr. GIiLMAN. Then I will waive my further questions at this
point.

Mr. GALLEGLY. Thank you very much.

Mr. Delahunt?

Mr. DELAHUNT. I will try to be brief. Let me just say it was very
informative and welcome. I thought your remarks, Dr. Serfaty and
Dr. Kupchan, were excellent. They were on the mark, I think prob-
ably because they reflect my own thinking. I find that happens oc-
casionally. I attribute brilliance to those who agree with me.

Let me just make two quick observations to our colleagues from
the European Parliament. Let me pursue for one moment the ob-
servation by Chairman Gilman relative to Colombia and the drug
issue there. Let me take it from a different perspective.

I am sure that you are aware that the United States has enacted
a plan, the so-called Plan Colombia. Many of us did that with an
understanding that the European donors would contribute substan-
tially not in terms of the military hardware, but in terms of pro-
viding assistance to the social and economic development within
Colombia. Because it is my perspective, at least, that that is abso-
lutely the key to achieving stability or, in other words, to at some
point in time achieving a peace accord, and with peace and sta-
bility many of the issues relating to drugs could be solved.

I would ask respectfully you go back and examine your willing-
ness to participate in a substantial way; again, not in terms of mili-
tary hardware, but in terms of economic and social development
issues within Colombia.

As I said earlier, I really do agree with both Dr. Serfaty and Dr.
Kupchan. I do not see any crisis at all in terms of the relationship.
I think it is reversible. I think really the biggest challenge is the
need for the United States to adjust, if you will, almost on an emo-
tional level in terms of, I think it was you, Dr. Kupchan, that indi-
cated that there are fundamental changes going on that I welcome
and embrace.

I think your observation about the ESDP—I mean, we should
welcome that, and yet it is interesting to note that there is a lot
of schizophrenia about that. At the same time that we are ques-
tioning the role of American troops in the Balkans, simultaneously
we express concern about the ESDP and its impact on NATO. I
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mean, I see an inherent inconsistency there. It just does not make
sense to me.

I guess my original premise is the American adjustment. I think
again, and I will just make a statement and you can respond or
not. I think we have to adjust to the fact that we are not the senior
partner anymore. We should acknowledge the fact that we will be
equal partners, and that is going to require a different relation, one
that is more involved in consultation.

What concerns me is, and I think Mr. Hastings enumerated some
of his observations relative to what has happened in the last four
or five—well, longer than that. In terms of Kyoto, in terms of the
lack of consultation or at least from what one gleans from news-
paper reports lack of consultation, the position of the United States
versus the so-called National Missile Defense Program. You should
know that there is considerable opposition within this body to that
particular program.

The position of sanctions versus Iraq and the International
Criminal Court, the Comprehensive Test Ban Treaty. I would hope
that there would be more consultations with our traditional Euro-
pean allies and friends. I think it is time that we recognize that
we have a changing role.

I think it was you, Dr. Kupchan, that indicated that there are
fundamental changes going on, but I wonder sometimes if we are
aware of them. I know we are pressed for time, but if anybody
wants to make a comment I would welcome it.

Before I say that, Dr. Berry, I do not want to leave you out of
this mix. It is my sense that what we are looking for here is a more
efficient dispute resolution mechanism. We are always going to
have commercial disputes. We see them here domestically. One
only has to examine the rather large backlog in our judicial system
when it comes to civil litigation, so I think this is a process that
constantly has to be monitored, improved, and I am sure it will
happen.

Mr. GALLEGLY. Thank you very much, Mr. Delahunt.

We will make time for one final round with Mr. Smith, the gen-
tleman from Michigan, with the witnesses’ indulgence. I appreciate
that. Thank you.

Mr. SMmiTH. Well, again thank you for your participation and pa-
tience with sometimes more verbiage coming from up here than
down there.

Allow me to say that one of my concerns is agriculture, Mr.
Baron Crespo, and where we go. When a country’s farmers are
threatened, there is going to be a certain amount of protection. Eu-
rope is not going to allow its supply of food to be diminished in
some kind of a WTO trade agreement that threatens your agri-
culture and, likewise, neither is the United States. However, I am
particularly concerned about political decisions masquerading as
science-based decisions.

One area where this applies is genetically modified foods. In talk-
ing to many scientists in Europe, they see no scientific basis for
extra regulations on new genetic technology. In fact, they agree
with most U.S. scientists that genetic modification and high tech
are probably safer than traditional cross breeding.
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Some in Europe have suggested that they are just doing what
the free market demands, and that their population does not wish
to buy genetically-modified foods because of some potential danger
someplace. My suggestion is and my criticism, if you will, is that
government in those countries has a responsibility to give correct
information if the market system is going to work. I think that is
one area that gives me cause for concern.

This country has become very dependent on exports for the main-
tenance of our agricultural industry. As a result, we see what ap-
pears to be protectionism in decisions that are not totally scientif-
ically based or in subsidy decisions.

A recent report I have suggests that Europe subsidizes their
farmers five times as much as the United States subsidizes their
farmers. I would be glad to send you the tables and have you cri-
tique those tables, but it is a huge problem. It is not good for any
of our agricultural producers if we get in a war of subsidization.

It is going to be much better for agriculture to allow the market
in a competitive system to work and minimize the protection and
protectionism to the minimum amount possible. Mr. Baron Crespo,
I did include tariff rate quotas in defining subsidy.

Any comments from the different panelists where we go with
what tends to be protectionism in many countries throughout the
world, certainly including the United States?

Ms. REED. Thank you very much, Mr. Smith.

I will speak first about GMO foods, if I may, and I want to em-
phasize to you first that there is very widespread, deeply held
views among our voters about GMO foods.

The bottom line that we in the European Parliament have sup-
ported, and for which there is a general support I think in every
member state in the European Union, is that the consumers have
the right to know whether the food they buy in the shops contains
genetically modified ingredients. It seems to us then that the onus
is on the consumer to make the choice when they shop about
whether they want to buy those products.

My own view is that I think that that sort of approach might
begin to gain support in other countries, including the United
States of America. We do understand and hear the arguments
about scientific evidence. I must say to you that after the BSE cri-
sis in my own country, the major issue with blood products in
France, our current foot and mouth epidemic, that there is a grow-
ing loss of faith in the integrity of science. I say that very seriously.
It is a serious matter.

I do know that here in the United States of America you cur-
rently have a problem that is reported in the newspaper over
StarLink. This is the animal feed issue where products that were
designated for animal feed use were

Mr. SMITH. Yes, but let me restate what I tried to say in my
statement. I think government has some responsibility to getting
as much correct information as possible to the consumers so that
they can make decisions based on science and fact.

Let me also say that in regards to the Kyoto accord and the re-
cent meeting in the Hague that I was disappointed that the EU de-
cided not to accept the final negotiations. I think it would have
been a step forward.
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This morning we had a Science Committee meeting. The direc-
tion of our Science Committee at the moment is to increase the re-
search to help ascertain truly whether the problem is real and
what some of the better solutions might be. This is the kind of ef-
fort we should be working together on to get the best possible sci-
entific information.

Ms. REED. If I could continue to make the point? You know, I am
sure the most recent Commission proposal is talking about key pro-
visions on labeling, which is very important to us, on traceability
and monitoring. We recognize the need to relaunch some GMO
products on the market with those qualifications.

Briefly on agriculture, Mr. Chairman, we would be happy to dis-
cuss with you and exchange statistics because the statistics that we
have, which are very thoroughly worked out, I think will give a
clear picture of how we see the issue of agricultural subsidies, so
I hope you will agree to receive them.

We would be happy to I was going to say exchange hostilities. I
do not quite mean that. Exchange statistics is a better way to put
it.

Thank you very much.

Mr. SMITH. Again on labeling, let me just say if you go into any
supermarket in the United States or in Europe

Mr. GALLEGLY. Pardon me, Mr. Smith. If I might thank Dr.
Serfaty and Dr. Kupchan very much? Thank you for your patience.
We value your testimony. Thank you very much.

I am sorry, Mr. Smith.

Mr. SMITH. Well, just let me say the danger is that there will be
labeling with a continuing unwillingness to convey accurate sci-
entific information to consumers. This can be in itself a restriction
and restraint on trade. So your call for labeling of any U.S. meat
products where that animal might have consumed some food or
grain product that was genetically modified I think is unreasonable
in terms of the current scientific information.

I was just going to make the point that scientists in both Europe
and the United States agree that arbitrarily taking the 20,000 to
25,000 genes in any plant and cross breeding them or hybrid breed-
ing them has the greater potential of aberrant results than our
new technology where we can isolate particular genes and either
take them out or put them in with very predictable results.

I think it is going to be a shame for the world if we shut off re-
search in new technology because consumers lack good information.

Thank you, Mr. Chairman.

Mr. GALLEGLY. Thank you very much, Mr. Smith.

Dr. Berry, Mr. Baron Crespo, Chairwoman Reed, thank you all
for being here this afternoon. I look forward to working with you
in the coming months and throughout this Congress, and I do ap-
preciate your being here today. I think we are off to a good start.

Mr. GILMAN. Mr. Chairman, before we conclude I just would like
to add our thanks to Mel Reed and to Enrique Baron Crespo for
the Parliamentary group meeting we had earlier today, along with
Ambassador Burghardt, and we look forward to further European-
congressional relationships in the days ahead.

Mr. GALLEGLY. Thank you, Mr. Chairman. Thank you.

The Subcommittee will stand adjourned.
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[Whereupon, at 3:37 p.m. the Subcommittee was adjourned.]
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