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CHAPTER 4
The post-Cold War EU-US
security relationship

No single security relationship has ever been more important for the EC/EU
than that with the US. It was the midwife to integration and the heartbeat
of Western Cold War resistance to the Soviet threat. It is rooted in shared
historical experiences, liberal democratic values and commitment to market
economies and the rule of law. Ingrained habits of co-operation, dense trans-
atlantic interdependence and the pivotal position of the EU and US in develop-
ing global governance guarantee its continuing importance. And its well-being
is tended by a myriad of transatlantic connections: direct EU-US contacts,
bilateral contacts between EU member states and the US, contacts within multi-
lateral fora, the accumulative impact of transnational groups, educational and
cultural exchanges, and so forth.

Yet prognoses of the relationship’s post-Cold War health have ranged from
the optimistic through to warnings of inevitable and even terminal decline.'
This chapter assesses why this is the case. It begins by examining continued
security interdependence and mutual political will to consolidate and institu-
tionalise transatlantic security co-operation. It then assesses factors under-
pinning impressions of transatlantic drift in terms of EU and US visions of the
post-Cold War order, their roles within it, and their preferred methods for
developing international security. Finally it addresses two key aspects of the
security relationship that have witnessed co-operation but also friction, namely
the debate about burden-sharing and the development of European Security and
Defence Identity (ESDI) and the September 11 terrorist attacks on the World
Trade Centre and the Pentagon.

Managing the EU-US security relationship

Any investigation of EU-US security relations should recognise their inter-
dependence, determined efforts to manage their relationship constructively
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and their collectively dominant position in the international system. British
Prime Minister Blair once called their drawing together ‘the single most urgent
priority for the new international order’ and warned that ‘bad guys’ celebrate
when they do not.” The EU and US together are economically and militarily
preponderant. They form the bedrock of global governance, having largely
initiated and dominated the world’s principal multilateral fora, including the
UN, NATO, the G8, IMF and the WTO. They share a value-laden relationship
and a belief that exporting the values therein provides the basis for develop-
ing elsewhere peace and security, an assumption rooted in democratic peace
theory.?

The continued post-Cold War importance of the transatlantic relationship
was quickly elaborated by President George H. Bush, his famous ‘beef hor-
mone and pasta’ speech portraying the two sides as locked into competitive
co-operation. Apprehension and opportunity underscored American interest in
renegotiating the EC-US relationship. It was important to keep the EC engaged.
Potential European introspection played on lingering fears from the Reagan
administration of a Fortress Europe and threatened to leave the US burdened
with intolerable and unsusrainable international commitments. Conversely, it
was important to guard against possible EC ‘over-assertion’ upon the world
stage, fears encouraged by its increasing international influence and willingness
to challenge US leadership during the 1980s. EC influence seemed destined to
grow, especially with a reunified Germany at its heart, and US ability to com-
mand an informal seat at the EC table was liable to weaken with the relative
downgrading of mutual defence considerations. Moreover, further EC enlarge-
ment potentially threatened to incur the US additional de facto security guar-
antees through a process over which it had no control. New EU members
would be able to join the WEU, and although they might choose not, or be
unable, to join NATO, they could secure indirect NATO protection on account
of guarantees to EU states who were members of WEU and NATO.

The flip side of US apprehension was possible co-option of the EC in shar-
ing the security burdens of international leadership and the construction
of a new world order. Together the US, the EC and its member states were
strongly placed to adapt established institutions to the post-Cold War security
environment. Approximate EC-US economic parity meant that there was
no reason why the US should continue to bear disproportionate burdens,
especially as Europe’s hard security deficiencies were unlikely to be exposed
disastrously in the absence of the Soviet threat. Propitiously, too, the EC
seemed poised to become a more capable partner as twin intergovernmental
conferences prepared the way for EMU and potentially enhanced EC powers
in security issues such as non-proliferation, disarmament, terrorism, and illegal
immigration.

EC considerations broadly mirrored those of the US. The EC urgently
needed continued US engagement in international security generally and in
Europe especially. The end of the Cold War reduced neither EC dependence
on US military muscle nor, amid pessimistic warnings of Europe’s going ‘back
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to the future’, the importance of America’s stabilising European presence.*
Concomitantly, though, it did weaken the rationale for both continued US
1argé—scale peacetime military commitments to Europe and NATO - the prin-
cipal vehicle of American European inﬂuence.’-Farther afield a US withdrawal
to neo-isolationism could bequeath destabilising vacuums of power, under-
mine the effectiveness of multilateral organisations and increase pressure on
the EU in areas such as development policy as America slashed foreign aid and
non-military programmes.

The US Congress, Bush’s presidential election defeat in 1992 despiu'e suc-
cessful prosecution of the Gulf War and Clinton’s subsequent. alleged .lnitlal‘
neglect of foreign policy all demonstrated pressure for a rationalisation of
American post-Cold War commitments. Yet the EU also faced a danger that
in the emergent ““uni-multipolar” world’® an internationalist US would explpit
its status as sole remaining superpower to fashion and dominate a new order
of its own choosing. Herein it might act more unilaterally and to the detriment
of EU interests. The lifting of Cold War consiraints, US unilateral intervention
in Panama in 1989 and continued American propensity to threaten and/or
impose unilateral economic sanctions encouraged these fears.7. An arrogant use
of power by an internationalist America might be as destabilising as a w¥th—
drawal to neo-isolationism. It could undermine the principled multilateralism
to which Europe was committed and provoke a backlash against Am'erican
neo-imperialism.® It could also lead the US to cast the EU in roles that it was
not prepared to accept, such as being consigned in US strategy to regional
power status or as America’s deputy in global security management. European
Commission Vice-President Leon Brittan actually warned in September 1998
that Washington needed greater recognition ‘that co-operation with the Euro-
pean Union does not mean simply signing up the European Utnion to endorse,
execute, and sometimes finance, United States foreign policy’.’

Both sides consequently recognised their continued security interdependence
and sought to manage the other’s behaviour through what might be terme@ ‘go—
operative containment’. EU-US security relations needed renegotiation in line
with new conditions, their solidarity needed public reaffirmation, and modal-
ities were needed to improve consultation and reduce the risk of either side
engaging in actions that might surprise or unduly antagonise the other. In 1989
the Bush administration, conscious also of the need for a gesture of continued
American engagement to offset European doubts about reunifying Germany,
took the initiative. Bush met Commission President Jacques Delors five times
during 1989, suggested closer EC-US consultative links in May that year and
accorded the EC increasing recognition as a potential full partner." Hence the
Commission’s delegation to Washington was upgraded to full diplomatic
status and the then G7 approved in July the Commission having responsibility
for co-ordinating aid to Poland and Hungary. In December 1989 US Secretary
of State James Baker also made a key speech in which he called for a ‘New
Atlanticism’ and stronger EC-US institutional and consultative links, possibly
in the form of a treaty."
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The EC responded positively and in February 1990 the Irish EC presidency
and the Bush administration agreed the inauguration of biannual meetings
between the US President and the Presidents of the European Council and of
the Commission. Biannual meetings were also provided for between the US
Secretary of State, EC Foreign Ministers and Commission Representatives. In
addition, there would be biannual cabinet-level meetings between the Secretary
of State and the presidency Foreign Minister/or the troika, and ad hoc consulta-
tions where necessary. Further encouraged by US rhetoric, such as Robert
Zoellick’s call for an EC-US ‘alliance of values’,'* the EC subsequently endeav-
oured to accord these closer institutional links greater visibility and to locate
them within a wider framework. In summer 1990 the Italian presidency
advanced the basis for a transatlantic declaration and on 20 November 1990
the Declaration on EC-US Relations was adopted.

The Declaration stopped short of the possible treaty mooted by Baker and
has been widely condemned for simply repeating ‘a great deal of familiar
poetry’ and being ‘long on rhetoric and short on substance’.”® Nevertheless it
reaffirmed the salience of shared values, the Declaration’s common objectives
being remarkably similar to those subsequently adopted within CFSP in the
TEU. It signalled mutual political will to renegotiate progressively the EC-US
relationship, something epitomised by the inclusion and subsequent exercise of
an evolutionary clause.'” It marked an encouraging public statement of trans-
atlantic solidarity and formalised contacts between the European Parliament
and Congress, which had begun in 1972 and were potentially increasingly
important as-both institutions secured greater external affairs influence in the
Cold War’s aftermath. The Declaration even raised the prospect of genuine
EC-US security partnership, formally recognising ‘the accelerating process by
which the European Community is acquiring its own identity in economic and
monetary matters, in foreign policy and in the domain of security’.'*

Limitations of the Declaration soon became evident though. Its demon-
stration of transatlantic solidarity was quickly overshadowed by the Gulf War
and undermined by EC-US differences prompting the collapse of the GATT
Uruguay Round in December 1990. Its procedures produced at best mixed
results, there being a lack of co-ordination between different bureaucratic
levels of dialogue and insufficient follow-through from EC/EU-US summits. It
also seemed unable to stem transatlantic drift. EC/EU relative impotence to
deal with spiralling crisis in the Balkans revealed a damaging ‘capabilities-
expectation gap’ and undermined its claim to transatlantic security partner-
ship.'® Meanwhile Clinton’s election accelerated US strategic concern shifting
from Europe to Asia and, at least initially, marked a switch from the inter-
nationalism of the Bush administration towards a more introspective and
domestically orientated agenda.

In November 1992 Germany’s Chancellor, Helmut Kohl, advocated a more
comprehensive transatlantic structure to improve continuity between summits,
deepen the level of consultation (thereby helping lock the US into Europe) and
provide for greater practical collaboration. The EU-US Summit in July 1994
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appr'oved three working groups, comprising representatives of the US, the
Commission and the EU presidency, to examine stabilisation of Central and
Eastern Europe, CFSP and international crime, including nuclear smuggling
and drugs trafficking. Despite these groups running into problems, owing
ot least to internal EU competency battles and uncertainty about how much
information to share with the US, work continued on defining a broad frame-
work for EU-US co-operation.

Co-ordination was increasingly necessary to combat transnational security
threats, avoid duplication and possibly transfer onerous responsibilities from
one party to the other. Also, a Spanish non-paper in July 1995 highlighted
possible transatlantic drift in the absence of a common threat, mutual intro-
spection, unpredictable and possible unilateral leanings of US foreign policy,
and demographic changes in the US that weakened American affiliation with
Europe.'” Furthermore there evolved a timely coincidence of interest. The EU
saw opportunities to recover lost ground as a security partner, raise its exter-
nal global profile, build American support for the nascent ESDI and further
embroil the US in Balkan security and reconstruction. The Clinton administra-
tion felt that transatlantic structures needed post-TEU adaptation, focused
more on foreign policy once its domestic agenda was circumscribed by losing
both the House and Senate in November 1994, and wanted the EU to take
a leading role in implementing the Dayton Peace Accords and Balkan
reconstruction.

The product was a New Transatlantic Agenda (NTA) and an accompanying
Joint Action Plan (JAP), developed by a Senior Level Group created at the June
1995 EU-US Washington Summit and adopted at the EU-US Madrid Summii
on 3 December 1995. Hailed as launching ‘an era of unprecedented co-
operation on a wide range of political, economic and civil society issues’," the
NTA reflected considerable political will, especially given distractions of mid-
term US elections scheduled for 1996 and the EU’s IGC preparation for the
Amsterdam Treaty. It built on the 1990 Declaration to improve dialogue and
co-ordination and sought to upgrade interactions from consultation to collab-
oration. EU-US relations were placed firmly within a global framework and an
evolutionary clause provided for subsequent adaptation. Improved dialogue
and continuity was provided for through a Senior Level Group comprising sub-
cabinet-level officials, and a NTA Task Force, comprising numerous working
level officials, was charged with monitoring and co-ordinating progress in
designated areas. These areas were clustered around four themes — ‘Promoting
peace and stability, democracy and development around the world; Respond-
ing to global challenges; Contributing to the expansion of world trade and
closer economic relations; Building bridges across the Atlantic’.'” The JAP
developed numerous specific short-term and medium-term EU-US actions
designed to fulfil objectives contained within the four themes.*

Four aspects of the NTA and JAP were particularly interesting for trans-
atlantic security relations. First, the Clinton administration had renewed the
American invitation to the EU to become a global security partner. For instance,
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they were to exercise joint leadership in the consolidation of democracy in
Russia and Central Europe and in the reconstruction of Bosnia and Herzegovina,
to promote the Middle East peace process and to develop co-operative efforts
to combat transnational threats including international crime and narcotics,
Second, the NTA adopted a broad conceptualisation of security that explicitly
recognised links between security and economic transformation and liberal-
isation and that cut across the EU’s pillared activities, thereby also lending
momentum for further EU institutional reform. Thus the EU and US were to
act jointly in preventative diplomacy, provision of humanitarian assistance and
promotion of multilateral free trade. Third, the NTA effectively developed 4
joint transatlantic security agenda, with the JAP delineating specific measures
to address this. As US Ambassador to the EU Stuart Eizenstat concluded, the
NTA was ‘the first time we have dealt comprehensively with the EU, not
simply as a trade and economic organization, but as a partner in a whole array
of foreign policy and diplomatic initiatives’.* Fourth, the NTA acknowledged
that effective security co-operation and the achievement of security objectives
rested not only in the hands of national governments and the EU but also in ele-
ments-such as international regimes, NGOs, lobbyists and interest groups.?
Similarly, recognition was given to the relationship between public opinion and
sustainable security co-operation, especially given the so-called CNN factor
and the blurring of the foreign and domestic realms of policy.” Hence the
People-to-People Chapter sought to ‘educate’ American and European parlia-
mentarians in order to overcome potential opposition to closer EU-US co-
operation that cut across vested and/or political interests and to facilitate
renewed Atlanticism in the face of demographic and generational change.*

Understanding transatlantic security drift

The NTA remains the principal framework for an EU-US bilateral relationship
that enjoys consultations of an intensity, frequency and breadth ‘unpreced-
ented in the diplomatic relations of either partner and in the history of diplo-
macy writ large’.”® It is a relationship rooted in decades of close collaboration,
shared values and profound and ongoing interdependence. That it remains of
paramount importance to both partners is amply demonstrated by the energy
expended in its post-Cold War renegotiation and the political will vested in the
institutionalisation of dialogue and co-operation. And this NTA co-operation
continues to be fine-tuned. At the Gothenburg Summit in June 2001 six stra-
tegic themes were set out that apparently marked ‘a new chapter in the EU-US
relationship, characterised by clear and sustainable political priorities and
more streamlined, political and results-orientated methods of co-operation’.”

Conclusions of transatlantic drift, or worse, thus seemingly strike a dis-
cordant note. Yet so often have these warnings been sounded, on both sides
of the Atlantic, that they should be understood and not dismissed. After all,
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post-WWZ transatlantic .relations developed and operate.d within a unique
international system and its loss demanded key re-evaluations by the EU and
the US of themselves and of their relationship. What form should the new
world order promised by President Bush take and what roles should the EU and
US perform in its creation? What security issues should be prioritised? What
means should be used to secure desired ends?

Within this combination of mission, priorities and means lie many of what
might broadly be called ‘attitudinal factors’ that have complicated post-Cold
War transatlantic security relations. For the EU the whole notion of mission is
problematic. It implies a relatively choate conception of What the EU is, where
it is headed, and what its purpose is. Member states might agree on general
issnes such as the EU’s importance in stabilising Central and Eastern Europe,
promoting democracy and human rights, and addressing security threats from
transnational crime. Yet there is frequent discord about how the EU should
perform these security functions and what its priorities are, difficulties that are
exacerbated by questions of legal competence, sovereignty and the post-Cold
War regionalisation of member states’ security concerns. There is even less
clarity on bigger issues, as the Convention on the Future of the European Union
demonstrates. Just how far should or can the EU federalise? Should it remain a
civilian power or become a meaningful military actor too? Should its security
focus remain in Europe and its contiguous areas such as the Maghreb, or
should it join the US as a full partner in global security management?

It is not so much that the EU lacks vision but that it has multiple and com-
peting visions, which inevitably poses problems for itself and for its partners.
Also, different member state histories and regional security concerns tend to
reduce EU security consensus in proportion to the distance an issue is away
from Western Europe. One consequence has traditionally been a parochial EU
security focus and the dedication of enormous energy and resources to its
own internal grand design, as an integration project in the making. This is not
necessarily wrong. Tying reunified Germany into deeper integration through
successive treaties, embracing Austria, Sweden and Finland in the 1995
enlargement and preparing carefully for the pending substantial new eastern
enlargement have been crucial strategies in stabilising post-Cold War Europe.
Likewise institutional reform, initiatives such as CESDP and the evolution of
clearer lines of responsibility and competence should facilitate future trans-
atlantic dialogue, policy consistency and a sense of security partnership.

For the present, however, security co-operation with the EU remains a
constantly moving and frustrating target. This is obvious in terms of shifting
institutions and competencies. No sooner does the US work out who has
responsibility for what aspect of EU security, and what is necessary to translate
dialogue into meaningful action, than the EU engages in another internal
reform. This is an increasing problem given that the Treaties of Maastricht,
Amsterdam and Nice occurred within a decade whilst the three previous
treaty revisions spanned over thirty years. EU security postures, too, can be
notoriously unpredictable and inconsistent owing to changing memberships
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and especially to the ‘melting pot’ of at present fifteen different national inter-
ests coupled with the impact of the EC institutions, policy linkage and do-
mestic politics. Germany’s unexpectedly strong stance in summer 2002 against
possible US military intervention in Iraq was widely attributed to Chancellor
Schréder’s cynical manipulation of German anti-Americanism and pacifism to
win re-election in September that year. Likewise, President Chirac’s interest in
hosting a conference of African nations in February 2003 meant that the EU
had to trade Robert Mugabe’s presence in Paris for subsequent French agree-
ment to renew economic sanctions against his repressive regime in Zimbabwe.

The EU’s traditional parochialism and its multiple voices also mean a lack
of self-awareness of its global role and limited ability to articulate its interests
clearly and consistently. In turn, this tends to generate structures and political
will insufficient to translate EU economic power into political and security
influence, with worrisome implications for EU-US security relations. The US
tends to be both frustrated that the EU continues to ‘punch below its weight’
in international security and critical of free-riding on American global contri-
butions, especially in terms of hard security. Even EU Commissioner for
External Relations Chris Patten conceded in December 2002 the damaging
effects on transatlantic relations of ‘the gulf between our rhetoric and the real-
ity.”” Increasingly the EU needs to develop its own world-view and strategy
and the means to put it into effect as prerequisite to bridging this growing
transatlantic divide and constructing a new security partnership.*®

This is not to say that in terms of global mission/vision the EU always
contrasts negatively with the US. The articulation and development of US
foreign policy has itself suffered increasingly in recent years from the impact of
domestic constituencies and from the multiplication of its own voices. Of the
former, US policy towards Israel and the Middle East peace process is the most
obvious and enduring example. As for the latter, there has been a diffusion of
responsibility in Washington as a consequence of the blurring of foreign and
domestic, and of security and non-security, issues. The US Congress, with its
own many voices and vested interests, has also seized a growing role in US for-
eign policy, testament to which is an expanding catalogue of incidences where
it has either substantially amended or even overturned the foreign policy of the
incumbent US President. In December 2000 EU Trade Commissioner Pascal
Lamy, in reference to Kissinger’s 1970s barbed question of who in Europe should
he call in the event of a crisis, delighted in telling the American Enterprise
Institute that ‘the phone numbers are multiplying’ in Washington t00.%

However, the US does have a clear sense of its place in the world, the
willingness/ability to articulate its interests, and the capability to act in their
defence and promotion. The end of the Cold War created uncertainty in inter-
national relations but its passing was not so traumatic as to question America’s
self-perception as leader of the civilised world. As President Bill Clinton
declared in his inaugural speech on 20 January 1993, ‘{tjoday, as an old order
passes, the new world is more free but less stable. Communism’s collapse has
called forth old animosities and new dangers. Clearly America must continue
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to lead the world we did so much to make.”® Imbued with political traditions
of exceptionalism and manifest destiny, the US mission was to propagate its
values, to be a civilising force in world affairs and to facilitate an international
order broadly in reflection of its own image. Imaginative would-be substitutes
for containment doctrine came and went on.a regular basis amid a sustained
debate about US strategic interests and what relative burden of leadership it
should bear. George H. Bush’s new world order was born in the 1990/91 Gulf
War but passed away with Operation Restore Hope in Somalia in December
1992. Clinton’s democratic enlargement, a doctrine steeped in the inevitable
spread of democracy and free markets assisted by .US zea‘l, larggly failed to
survive Bosnia. Presently the George W. Bush administration claims to have
formulated ‘a new rationale for engagement’ and, in the doctrine of pre-
emption, to have buried America’s caricature as ‘the reluctant sheriff’.*! .

Transatlantic security tensions are also explained by the Cold War’s demise
ending the EU-US shared threat perception and their coincidence of interests in
the former maintaining a Eurocentric security focus while the latter, though
prioritising European security, led the free world in global containment. There
evolved a ‘creeping divergence of strategic interest’ that fuelled different secur-
ity expectations and priorities, both in type and geography. This was reflected
at the extreme in the contrast between continued EU commitment to develop-
ing African security through humanitarian, aid and trade measures and Bush’s
declaration during his 2000 election campaign that Africa ‘does not fit into our
national strategic interests’.>> The most significant dislocarion of EU and US
strategic priorities, however, was the EU’s continued Eu1‘0g¢3ntric preoccupa-
tions and America’s progressive de-prioritisation of Europe.”

The EU became consumed in the 1990s by successive Balkans crises, instab-
ility in Central and Eastern Europe and the need for constructive dialogue with
Russia. Although the US was sucked into the Balkans mire, its involvement
was reluctant, limited and marked by renewed criticism of Europe’s inability or
unwillingness to burden-share adequately, even in its own backyard. US stra-
tegic concern actually shifted from Europe to the Middle East and, espeqally,
Asia.™ The failure of surrogate states during the Cold War to guarantee Middle
Eastern security led the US to become a regional hegemon. It afrerwards
remained locked into Middle Eastern engagement as a consequence of its com-
mitment to Israel, oil supplies, the legacies of the 1990/91 Gulf War and, espe-
cially, because the region hosted a number of states and terrorist organisations
antipathetic to the US. As for Asia, US strategists worried particularly about
WMD proliferation, the nuclear ambitions and destabilising impact of Nor.th
Korea, and the related ‘China question’, owing not least to the Taiwan Straits
and China’s nuclear weapons programme. .

Entwined with this gradual strategic divergence was EU-US prioritisation
of different security concerns. Geography, deepening integration, processes
of enlargement and traditional security parochialism all led the EU to fo.cus
foremost on ‘door-step’ issues. Yugoslavia’s disintegration was an immediate
and shocking demonstration of a new trend toward ethno-nationalist and
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intra-state conflict, of the problems of ‘failed states’, and of the radically dif-
ferent responses required to tackle these types of threat compared to those
of the Cold War. Spill-over effects of regional conflict, such as large-scale
migration and asylum claims, concentrated EU minds on developing common
procedures and an external dimension to JHA issues. This was further under-
pinned by the combination of escalating transnational organised crime and
human trafficking and by potential new national vulnerabilities to these threats
owing to the EU’s SEM drive for an internally borderless Europe. The EU also
emphasised environmental degradation, due in part to its own embrace of sus-
tainable development, a concept first coined by the 1987 Brundtland Com-
mission but made pressing by its contiguity to the former Eastern bloc, where
environmental concerns had been systematically neglected for decades.

The US faced few of these immediate concerns. North America was geo-
graphically remote from Europe’s regional environmental concerns, faced no
likelihood of ethno-nationalist conflict within its borders and had none of the
EU’s complications of being ‘a project in the making’. On the contrary, the US
had the full range of tools for maintaining internal law and order and un-
rivalled power to defend its interests abroad, even to-the point that its global
position was stronger than at any time since WW2. This owed in part to the
unexpected weaknesses of rivals, notably the USSR’s collapse, the economic
travails of Japan and the relative failure of the EU to translate economic power
into political influence. It also owed to US post-Cold War performance con-
founding declinist predictions. Its military might and ability to project power
globally became unprecedented and its economy remained the heartbeat of
international capitalism. From 1993 the US actually enjoyed an amazing 107
consecutive months of economic growth and under the Clinton administration
the budget deficit was erased for the first time since 1969.%

In consequence America’s principal security concerns derived from a com-
bination of resentment engendered by its policies and hyperpower status and
technological development that rendered sovereign borders ever less defend-
able and the US potentially vulnerable from afar. Admittedly, the Clinton
administration in particular identified the drugs trade as a threat to US societal
security and launched a sustained, if inconclusive, counter-drugs offensive.
Nevertheless, US foreign policy concentrated primarily on strategic threats,
as evidenced in the 2001 Quadrennial Defense Review, and global challenges
to American national security. Topping the bill were the interrelated threats
of WMD proliferation and rogue states. The September 11 terrorist attacks
subsequently made explicit the national security linkage between WMD, rogue
states and terrorist organisations. Thereafter the premier US security concern
became countering what Bush called the ‘perilous crossroads of radicalism and
technology’* in a world where destructive power had been privatised and the
enemy was often difficult to identify and locate.

One final and very important attitudinal factor contributing to EU-US fric-
tion is the evolution of different security discourses either side of the Atlantic.
These reflect different security traditions, histories and structures, are intimately
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entwined with preferred approaches to managing international se_curity and,
proadly speaking, represent a clash between preferences for multilateral z.md
unilateral action and between soft and hard tools of security. Multilate ralism
has become the dominant currency of public discourse in post-WW2 Europe.
Multilateral institutions and a multinational mode of thought have provide_d
Europe with an antidote to its historical national antipathy, so much so_that in
some countries multilateralism became a moral endeavour and the basis for a
new identity, especially in West Germany. The EU itself evolved frqm multi-
Jateral principles and contributed to the development of a Kantxar_x—styled
sub-system regulated by laws, rules, norms and multilateral cqnsultatxon and
co-operation. Moreover, to act effectively in international security the EU must
first build, and then maintain, consensus among its members and demo‘nstr'ate
its continued benefits as a vehicle to protect national interests and to Lostitu-
tionalise their power in the face of globalisation and their own relative decline.
The EU consequently prefers the non-combative, consensual lapguage of
security challenges and talks of collective endeavours such as promoting global
governance, managing globalisation, projecting stability and .developmg
conflict prevention. In contrast, the US tends toward more adversarial l.anguage
of security threats and talks of protecting its national sovereignty and interests,
interventionism, forced disarmament and, most recently, of global war upon
terrorism. The US has no historical reason to fear its own nationalism and no
imperative to constrain voluntarily its sovereignty within suprgnaﬁongl struc-
tures and multilateral fora. As a post-Cold War hyperpower, with its historical
national traditions intact and its power uniquely unrivalled, the US is free to
pick and choose between multilateral and unilateral methods and actions.
Moreover, US administrations face a more direct linkage between public opin-
ion and overseas action, and painting the world in terms of good and e.vil and
appealing to the defence of American values and national interests is a tried and
trusted tool for generating popular support. .
Of course the debate is more nuanced than this. EU states do engage in
action outside multilateral frameworks and in dispute with one another. Con-
sider French unilateral action in Rwanda and Algeria, Greek flaunting of EU
policy towards Macedonia, German unilateral recognition of Croatig, aqd con-
troversial British support for both renewed US military interventionism in Irgq
in 2003 and for Clinton’s Cruise missiles attacks against ‘terrorist’ sites in
Afghanistan and Sudan in reprisal for the bombing of American emb_ass-ies in
Africa. Likewise, the inconclusive debate in the US about the UN indicates
ongoing American disagreement about international organisations and the
appropriate balance between multilateralism and unilateralism..‘” Further.more,
the US approach is little different from its Cold War behaviour, albeit that
Congress’s growing foreign policy impact and the election of George W. Bush
have recently encouraged greater unilateralism.”
Nevertheless, the post-Cold War context is much different and mutual
transatlantic annoyance has developed as the EU pushes its multil(ateral bagenda
and the US operates on a basis of ‘internationalism a la carte’,”’ picking and
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choosing those international laws and conventions that best suit its interests,
Europeans have become more fearful and more critical of the effects of Us
policy. Commission spokesmen have called US unilateralist tendencies ‘pro-
foundly misguided”.*® Likewise, Chancellor Schréder has declared an ‘unden;.
able’ danger of US unilateralism* and former French Foreign Minister Hubert
Védrine declared that ‘France cannot accept a politically unipolar world . . . nor
the unilateralism of a single hyper-power’.* Americans, unsurprisingly, find such
criticism difficult to accept. Critics of the EU detect sinister motives behind its
‘almost cultlike worship of multilateralism’ +* Perhaps jealousy of US success
and power leads it to try to constrain American sovereignty? Perhaps, too,
multilateralism is the European way of avoiding rightful responsibilities whilst
simultaneously free-riding on American commitments to international security
and sniping at American leadership? Even Europeans sensitive to American
opinion have recognised the dangers inherent in such sentiment. For instance,
Blair pledged in April 2002 to work ‘side-by-side’ America and ‘[n]o grand-
standing, no offering implausible but impractical advice from the comfort of
the touchline, no wishing away the hard choices on terrorism and WMD, or
making peace in the Middle East, bur working together’.* Also US officials
have repeatedly, and with some justification, argued that America is pro-
foundly multilateralist. It was the principal architect of many of the world’s key
multilateral bodies, retains a critical role within them and has often provided
the leadership necessary to make them effective. Even the current Bush admin-
istration has continued US funding of numerous multilateral organisations,
patched things up with the UN over outstanding American financial contribu-
tions and embraced a post-September 11 strategy that combines the so-called
“posse model™ of forming coalitions of the willing with the ‘ “police force”
model of using standing institutions to win the peace’.**

Problems come, in American eyes at least, when European multilateralism
seemingly elevates process above policy and subsumes purpose to the quest for
consensus. Where as a consequence Americans seek ro provide leadership to
make multilateralism effective, they incur criticism for riding ‘roughshod’ over
others. Where they disengage or disagree with multilateral initiatives they are
accused of unilateralism. As a frustrated US representative to the Conference
on Disarmament (CD) declared in February 2003: “if multilateralism of the
type we have witnessed here were to persist within the CD and spread to other
multilateral institutions, we would all soon be unilateralists, or at least some-
thing other than multilateralists’ % Moreover, EU-US officials have exacer-
bated matters through hubris and mutual moralistic preaching. Americans
detect in EU attitudes the merging of multilateralism ‘with new forms of self-
righteous moralistic nationalism’ ¥ Conversely Europeans see the arrogance
of American power and an irksome exceptionalism that espouses the suprem-
acy of the American model over the European. Madeleine Albright, then US
Secretary of State, epitomised this when asked to explain America’s relative
isolation in Operation Desert Fox against Iraq in 1998: ‘it is because we are

America, we are the indispensable nation, we stand tall — we see further into
the future’.*

UNDERSTANDING TRANSATLANTIC SECURITY DRIFT

_The rights and wrongs of this debate can be, have beenband are being argufed.
pack and forth with increasing bitter_ness. The most important lesson for
transatlantic security relations is that this argument is about more .than tactics.
It is about values. It is about the importance of rules and norms in mlanagmg
international affairs. It is about how to e'nforce those rules and to inculc ate thf;
spread of norms. It is even, despite wide agreement on the importa nce cl)
democracy, rights of the individual, the rule of law and so forth, about exact y
what values to embed in the development of a system of global governgnc?. For
instance, although united in capitalism, there remain deep »EU.—[.JS differences
about the right mixture of free market and welfare state, of individual freedom

cial solidarity.

an('jl"liz daanger of ti‘,ansadantic dislocation in how to develop.global govern-
ance Is reflected in increasing EU-US disagreeme.n.ts over n,lulnlatera.l security
initiatives. The EU was alarmed by the Bush admnmstrangn s abrc_)ga}tlon of the
anti-ballistic missile treaty and its revived pursuit of National MlS?lle Defepce
(NMD). They disagreed, too, on the establishment of an Intgr.natxonal Cl'llni
inal Court (ICC) empowered to try political leaders and military person:;e
charged with crimes against humanity. On 11 ]u.né 200.1 the EU ad-optek Z{
common position in support of it.** The Bush adl]]lnlStl"athn, though? revoke
Clinton’s conditional signature of the Rome Conveqnon _and has since 901;
tinued to oppose the JCC - despite this aligning Amerl'c;.a with states Bush C.lte
within his infamous ‘axis of evil’.™ Similar EU-US positions developed over the
1997 Ottawa Convention for phasing out the use of apn—personnel lan dmines
(APLMs), the Biological and Toxin Weapon Convention, .the Kyoto Prot.ococi
on global warming and the CTBT. Indeed, the US Senate .re!ectec'l the lattell zlm
has since been joined in its opposition by the Bush administration, regald ess
of an EU démarche to encourage ratification in May 2001.."' EU-US disagree-
ment about multilateral security initiatives even spills over into, and threatel.ls,
areas of formerly agreed multilateral action. For instance, in 2002 Busl} afflmlp-
istration opposition to the ICC led it to threaten to veto the UN mission in
Bosnia unless the Security Council gave US troops prior exemption from pos-
sible prosecution.™ . . . '

Finally the danger of transatlantic dislocatxpn carrics extra weight owing to
divergent trends in preferred tools of international security manageme nt. As 3
multilateral and hitherto non-military actor, the EU f«fwours by ChOlCC. an
default soft security measures. It seeks to address unsatisfactory 1n-t.ern.at10nal
behaviour and ‘failing states’ by exporting its own values of reconghgtlon gnd
encouraging reform through constructive dialogue and economic 111cent1veCi
Thus it has a policy of engagement with states sucb as IFan, North Korea afl
Cuba. It promotes regional co-operation through initiatives such as th.e Euro-
Mediterranean Partnership. It provides large-scale .development assistance,
already four to five times as much as the US and with more to come in line
with commitments made in March 2002 at the UN Mopterrey Confq-ence on
Financing for Development.*® It has also accepted the lion’s sl.la'lre ot' the~cosf
and responsibility for nation-building in the wake of US-led military interven
tions in the Balkans and Afghanistan.
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The US approach is different, often emphasising its martial supremacy and
military tools of security. In 2002 US defence spending exceeded that of the
next fifteen leading countries combined.”* Meanwhile Congress slashed the
budget for multilateral development banks by some 40 per cent from 1995, and
the so-called 150 Account, the percentage of the US federal budget devoted to
international affairs excluding defence expenditure, steadily declined from
4 per cent in the 1960s to just 1 per cent in the 1990s.”* Even when Bush pro-
mised prior to the Monterrey Conference to reverse the downward trend in
the US foreign aid budget, appropriations looked meagre when set against a
simultaneous proposed $48 billion hike in defence spending.’® The US also
often uses its formidable economic power to try to coerce recalcitrant states,
and sometimes their trading partners, into line. For instance, during the 1990s
Congress passed the Helms-Burton and D’Amato legislation with extra-
territorial provisions that imposed punitive sanctions not only on Cuba, Libya
and Iran but potentially also on European companies trading with these
nations.”’

The product of all this has too often been transatlantic frustration and sub-
optimal security outcomes. It is all too easy for Americans to see European
‘engagement’ of countries such as Cuba and Iran as subterfuge for preferencing
their economic interests over principled strategic choices. Conversely
Europeans find it easy to blame US pro-Israeli bias for stalemate in the Middle
East peace process and to detect in America’s combative approach to interna-
tional security causes of, rather than solutions to, instability. Also, in the realm
of post-Cold War interventionism there has developed a de facto division of
labour, the US providing the overwhelming contribution to military engage-
ments, especially air power, and the EU, put crudely, being left to sweep up the
mess.’® This is unlikely to be a sustainable state of affairs. Past interventions
have witnessed acute EU-US tension, such as the question of deploying ground
troops to active combat in Kosovo. The EU is unlikely to follow the US lead
blindly, as evidenced by the 2002/03 transatlantic crisis over extending the war
against terrorism to military intervention in Iraq in consequence of its failure
to abide by UN resolutions. Furthermore, the creeping divergence of strategic
interests promises that the US will not always want to get involved in European
crises any more than the EU will want always to accompany the US. It has even
been suggested that US commitment to Bosnia in 1995 was the product of con-
fusion rather than of intent due to an earlier decision that, if necessary, NATO
would cover the withdrawal of the UN Protection Force (UNPROFOR).*

Co-operation and discord in transatlantic security
management

On the one hand, then, EU-US security co-operation is deeply rooted in
shared values and common interests, and considerable political determination
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remains to maintain and further institutionalise that co-operation. On the
other, there is a range of factors that have complicated post-Cold War EU-US
co-operation. It is therefore instructive to examine two interrelated aspects
of EU-US security interaction in practice: burden-sharing and institutional
reform, and-the war against terrorism.

An enduring feature of EU-US security relations has been the intexlinked
debate about burden-sharing, institutional development and EU contributions
to military-related activities. The White House has consistently accorded ESD1/
CESDP qualified support, welcoming potential greater European contribptions
to aspects of hard security but remaining reluctant to share leadership and
suspicious of possible dislocation between NATO and CESDP: The EU has
repeatedly declared its intent to burden-share and has made significant institu-
tional development towards a limited hard security capacity. Its best efforts,
however, have been compromised by the constraints of other EU policies,
notably EMU, and member state reluctance either to devote necessary resources
to military expenditure or to abandon national champions in key aspects of the
defence market. .

In principle, post-Cold War developments portended a mutually be neﬁc_lal
sharing of burdens and a flexibility of response potentially capable of offset'tmg
the gradual divergence of EU-US strategic interest. In terms of commbined
defence expenditure and arms production there is no single power, even com-
bination of powers, capable of challenging EU-US supremacy. In 2001 the EU
and US accounted for 56.8 per cent of total global defence spending. The US,
UK and France together dominated global arms deliveries with a 69 per cent
share of the market.®® Moreover, defence material supply improvements were
made. For example, on the European side the Joint Armaments Co-operation
Structure (OCCAR) encouraged common procurement practices. New ven-
tures were undertaken, such as the formation in 2001 of the MBDA Missiles
company that brought together the missile interests of BAE Systems, Flle
European Aeronautic Defence and Space Company (EADS) and Finmeccanica
of Italy. The European defence industry underwent rapid consolidation‘to a
point where two giant conglomerates, BAE Systems and EADS, .dommate
many aspects.®’ And there developed strong potential for transatlantic defence
industry co-operation and consolidation, especially given surplus capacity and
considerations of economies of scale, inter-operability and dual use technology
flows. Indeed, BAE Systems introduced many of the safeguards required by
Congress for possible transatlantic mergers when it acquired Tracor. .

EU initiatives also augured well for transatlantic burden-sharing and insti-
tutional synergy, most notably the Amsterdam Treaty’s inclusion of Petersberg
responsibilities and the ambitious geographic scope of the subsequent EURRF.
With an operational radius of 4,000 km from Brussels, potential EURRF
deployment incorporates north-west Africa, the Middle East (including much
of Iraq, Palestine, Israel and even parts of Iran), Central and Eastern Europe
(including the Balkans), western Russia and the Caucasus (including Georgia,
Chechnya, Armenia and Azerbaijan).*” The Helsinki Headline Goals then set
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the benchmark for securing EU military contributions, which have subsequently
been monitored and for which further measures have been recommended. Also
substantive progress has been made in developing modalities for institutional
synergy between the EURRF and NATO and for the potential involvement
of non-NATQ, non-EU nations in EURRF actions. Furthermore, determined
and repeated efforts have been made to assuage American concerns about the
EURRF potentially rivalling NATO or undermining its effectiveness through
the diversion or duplication of resources. Article 17 of the Nice Treaty respects
member state defence commitments to NATO and declares EU commitment
to compatibility between NATO and CESDP.® National leaders, especially
British, have repeatedly emphasised, too, that the EURRF complements NATQO
and would only seek to act where NATO as a whole chooses not to.**

All of this has been made possible by EU member states undertaking signific-
ant reforms of security and defence policy, prompted especially by the end of
the Cold War and consequent fears of US downsizing of its European security
commitment. Herein Britain and Germany have been particularly important as
the leading EU Atlanticist and economic power respectively. The genesis of the
EURREF resides in the Anglo-French rapprochement at St Malo where British
acceptance of CESDP as being conceptually compatible with NATO constituted
something of a ‘revolution in military affairs’.*> After all, Britain had hitherto
opposed consistently the absorption of the WEU into the EU as inconsistent
with maintaining a strong NATO alliance. Margaret Thatcher’s condemnation
of Blair’s commitment to the EURRF as ‘an act of monumental folly’ taken ‘to
satisfy political vanity’® summed up the clash between new and old British
thinking. As for Germany, its leaders repeatedly acknowledged the need to
make commitments more commensurate with German economic weight®” and
slowly reconceptualised its civilian power status. Incremental increases in
German international military commitments began in 1991 with the deploy-
ment of minesweepers to the Persian Gulf and accelerated once the Federal
Constitutional Court ruled in July 1994 that there was no legal prohibition on
German military involvement in all manner of crisis and peace enforcement
scenarlos. Participation in the 1999 Kosovo War in particular, though carefully
justified by Schroder in terms of humanitarian intervention,* was of great sym-
bolic importance given a strong historically driven desire to avoid deployments
in areas occupied by the Webrmacht during WWw2.%°

The EU and US thus had/have built strong foundations for a complementary
and flexible post-Cold War partnership in military-related operations. Yet this
potential remains largely unrealised and the US continues to doubt both the
long-term compatibility of the EURRF and NATO and European willingness
to match institutional development with capability improvement. The so-called
Dobbins Démarche” of February 1991 stated the George H. Bush administra-
tion’s opposition to WEU development outside NATO, which Commission
President Delors reformulated in terms of three US demands in the development
of a European defence capability. There should be ‘no internal bloc, continued

.globality of the Allied response, no weakening of command structures’.”’ Eight
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yea'rs Jater, Clinton’s Secretary of State Madeleine Albright vir.tua!ly repeatc.:d
this, warning against the so-called ‘three Ds’ of c!e—linkmg,.duphcatlon and dis-
crimination.” And the current Bush administration has reiterated the message,
Secretary of Defence Rumsfeld cautioning in February .200'1 that ‘{aJctions t}_1at
could reduce NATO?s effectiveness by confusing duplication or.by pe.rt.url.)mg
the transatlantic link would not be positive’ and risked injecting instability into
an enormously important alliance.”® Moreover, the impact of .European re-
assurances about EURRF-NATO compatibility has been undermmed by severe
cransatlantic difference over Iraq and by the different security d15p951tlons of
EU member states. France has been particularly problematic in this respect,
Hubert Védrine speaking repeatedly of an autonomous European defence
pillar and French Chief of Defence Staff General Jean-Pierre Kelche reported!y
declaring in March 2001 both that the European defence project wquld remain
independent of NATO and that the latter would not be given right of first
refusal in a crisis situation.”

The US has just as consistently urged Europe to spend more, and more
wisely, on defence. Europe is not being asked to match Am.erlcan defence
spending. Nor is transatlantic partnership necessarily compron.nsed by EU con-
centration on Petersberg tasks while the US ploughs ahead with full spectrum
dominance, defined in Joint Vision 2020, the Pentagon’s principal concepmgl
planning document, as ‘the ability of US forces, operating unilaterally or in
combination with multinational and interagency partners, to defeat any e.ldveri
ary and to control any situation across the full range of military oip(?ran.ons’."
Nevertheless, collective EU-US military dominance conceals striking imbal-
ances within their relationship. In 2001 the EU combined spent just 47.3 per
cent of what America did alone on defence, or in terms of GDP an average 1.75
per cent compared to 3.2 per cent.”® This imbalance constitutes part of a long-
standing post-Cold War trend as EU member states sought to dellve{r a peace
dividend, absorb increasing costs of maintaining the European social n_lodgl
and, predominantly, became fiscally constrained by EMU convergence criteria
and the Stability and Growth Pact. Its impact is further exacerbatc:d by low
spend within the EU not corresponding to country sizg or economic wealth.
Germany has been a particular target of American criticism, Us Secrgtary of
Defence William Cohen declaring in December 1999 that German policy had
a ‘profound and lasting impact’ on the capabilities of itself and of NATO asa
whole.”” Between 1975 and 1979 Germany spent 3.4 per cent of its GDP on
defence. In 1995 this had declined to 1.7 per cent, by 2001 to 1.5 per cent, and
further reductions are planned in line with Schroder’s commitment to a bal-
anced budget by 2006, Finance Minister Hans Eicl1_e!’s austerity programine,
and high levels of German taxation and public debt.”™ .

As for quality of defence spending, the US has begun cgncellmg old-style
systems, such as the Crusader heavy artillery programme in May ZOQZ, but
Europe generally, and Germany particularly,” has been slow to re-orientate
force structures and procurement to systems capable of addressing post-Cold
War conditions and asymmetric threats. The impact of EU national defence
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spending is further limited owing to duplication, entrenched inefficiencies and,
in countries such as Greece and Germany, expensive conscription policies.’
The real military capability of EU member states is estimated to be approxim-
ately 10 per cent of America’s.®’ Europe’s consequent problems were reflected
in the difficulty European NATO members had to muster from nearly 2 million
military personnel just 40,000 troops for Kosovo and to maintain thereafter
50,000 peacekeepers in the wider Balkans.®” They are reflected, too, in grow-
ing divisions within EU national capabilities and between the EU and the US,
In the critical area of research and development (R&D) Anglo-French spend-
ing of £29 billion is more than double the collective spending of all other EU
members. This is still far below the US, which spends three times as much on
R&D of new weapons as the rest of NATO combined.®® Even by its own stand-
ards, the EU has failed to translate targets into reality. Its Capability Improve-
ment Conference in November 2001 found that only five of fifty-five previously
identified major deficiencies had been resolved, and crucial collaborative milit-
ary procurement programmes, such as the €18 billion A400M air transport
project, have been repeatedly plagued by funding crises.*

It is thus with justification that some American commentators greeted with
derision the EU’s declaration of the EURRF as operational at its Laeken
Summit in December 2001.% Many observers actually estimate that it will be
at least 2012 before the EU will be capable of fulfilling the Petersberg tasks.®
However, US equivocation about CESDP and apparent double standards feed
transatlantic recrimination. First, US initiatives within NATQ have sometimes
been as much about controlling as facilitating CESDP. Most recently, in
November 2002, the Bush administration potentially arrested the momentum
behind the EURRF by pushing through at NATO’s Prague Summit the creation
of a 20,000-man Rapid Response Force capable of going ‘any time, anywhere,
at very short notice’.’” The Clinton administration was generally more sup-
portive, embracing the idea of an ESDI and announcing in 1993 the Com-
bined Joint Task Force (CJTF) initiative,*® which NATO endorsed in its 1999
Alliance Strategic Concept as serving to reinforce the transatlantic relationship.
Nevertheless, with its central premise of separable but not separate forces, the
CJTF clearly sought to head off an autonomous European military capability
and to allow the US to burden-share without surrendering leadership — not
least because Europe would effectively have to borrow key US assets in a milit-
ary intervention.

Second, US preferential relationships, particularly with Britain, potentially
constrain CESDP and European defence development. EU members with
Atlanticist security orientations are naturally sensitive to Washington’s line on
the EURRF and NATO primacy. The Anglo-American relationship has particu-
lar impact in defence-related issues and British companies have long benefited
from preferential access to US technology. This impacts on the willingness of
British defence companies to collaborate in multinational European projects
for fear of losing privileged access to American R&D and markets. BAE, for
instance, sells more to the US Defence Department than to the British Ministry
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of Déefence. It also leads the British government to a fine balancing act betweep
Anglo-American and Anglo-European defence collaboration. H§11ce the Bla’lr
government committed Britain to the A400M project but also joined the US_ in
January 2001 in co-operating on the Joint Strike Fighter aircraft and workxpg
towards a joint defence export controls regime, thus reinforcing the special
relationship. Furthermore, American initiatives with which some EU mem-
bers disagree, notably NMD and renewed military intervention against Iraq,
potentially threaten CESDP by disrupting the Anglo-French rappl'ocl}ement
underpinning the EURRF and by weakening Britain’s ability to perform its self-
designated transatlantic bridging function.”

Third, the US has repeatedly criticised a growing transatlantic technology
gap but has been inconsistent in its efforts to mitigate this. Its argument, sup-
ported by the European Commission,” that the European defence industry
should be included in SEM regulations sits awkwardly with its own subsidies
of the American defence industry. For instance, the Clinton administration
gave direct assistance of $16.5 billion to assist post-Cold War reconﬁguxz!tion,
including $1.3 billion within the Technology Reinvestment Programme d;sxgned
to promote dual use technologies.”' Similar inconsistency marks US ettorts. to
facilitate transatlantic technology exchange. On 24 May 2000 Madeleine
Albright announced the Defense Trade Security Initiative aimed at improving
US technology and arms transfers to America’s closest allies. Yet the US defence
market remains a ‘fortress’ owing to various levels of protection from FDI,
joint ventures, and exports to third parties.” Protectionist measures include the
Buy American Act, the Arms Export Control Act, the International Trafﬁ_c in
Arms Regulations and the Committee on Foreign Investment in the United
States. This has also helped shape post-Cold War consolidation within, rather
than between, the US and EU defence industries, again potentially encouraging
trade restrictions and technology and compatibility gaps. Furthermore, US
interests simultaneously warned of possible discrimination against American
military producers in European markets as a consequence of ]?URRF—promoted
improvements in European arms procurement co-ordination™ and manpeuyred
for potential hostile take-overs of vulnerable European companies, which lElSkS
the latter becoming subsidiaries and further widening the technology gap.”

Turning to EU-US security relations and the September 11 terrorist attacks,
these evidenced a similar mixture of co-operation, disagreement and lost
opportunity. Initial transatlantic solidarity was impressive. NATO invoked
Article V for the first time in its history, EU flags flew at half-mast in Brussels
and 14 September was declared a day of mourning across Europe. An extra-
ordinary European Council on 21 September pledged total support for the
American people. The EU General Affairs Council subsequently affirmed ‘full
solidarity with the US’ and invoked a value-based transatlantic relationship in
its castigation of the September 11 atrocities as ‘an assault on our open, demo-
cratic, tolerant and multicultural societies’.”® National leaders and EU com-
missioners repeatedly underscored the incontrovertible message of European
sympathy and support for America and its people.”
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Evidence of prospective enhanced EU-US co-operation came quickly. On 29
September the EU and US issued a joint ministerial statement pledging effortg
to ‘work in partnership’ on a ‘world-wide’ scale to combat terrorism.”’ Areas
targeted within this effort included aviation and other transport security, police
and judicial co-operation, export controls and non-proliferation, financia|
sanctions, border controls and exchange of electronic data. The following day
the European Council agreed an Action Plan comprising seventy-nine measures
to help combat terrorism, many under the auspices of JHA. Amongst the
most important initiatives were commitment to the introduction of a common
EU-wide arrest warrant no later than January 2004, regulations relating to
enhanced interagency co-operation, a common definition of terrorist acts and
groups, and a framework decision on freezing terrorist assets. In December
2001 the EU adopted a common position, a framework regulation and an
implementing decision that further augmented its legal and administrative
ability to combat terrorism. For instance, the EU listed individuals, groups and
entities agreed to be terrorists or terrorist-related and committed itself to freez-
ing financial assets.”® Six months later the Seville European Council resolved
to integrate border protection further, including measures to combat illegal
immigration and cross-border crime, to move towards a common asylum
policy and for national border forces to conduct joint operations at EU borders
by the end of 2002.

The EU complemented measures to augment its counter-terrorist capabilit-
tes with steps to facilitate direct transatlantic co-operation and co-ordination.
In December 2001 the European Council adopted the decision to create
Eurojust, to which the US has already provided a liaison magistrate. Efforts
were also made to boost Europol, including a call for better information pool-
ing by member states and the creation of a dedicated anti-terrorism group
authorised to collaborate directly with the US. On 6 December 2001 Europol
duly concluded a co-operation agreement with the US to share best practice
and strategic information in criminal matters. Liaison officers began to be
accredited, dialogue improved and intelligence sharing was promoted. Infor-
mation was exchanged on travel documents and migration issues to boost
border security.”

The EU also worked in tandem with the US through established bilateral
channels, notably the NTA, and in multilateral fora. Commission proposals for
common EU procedures for employee identification, access to’airport areas,
passenger control and luggage inspection emerged in conjunction with EU-US
work on aviation security and joint pressure in February 2002 for the estab-
lishment and implementation of an International Civil Aviation Organisation
security audit programme. In line with UN Resolution 1373 the EU and US
developed measures to fight funding of terrorist organisations, such as their
successful joint championship in October 2001 of the Financial Action Task
Force (FATF) against money laundering specifically embracing terrorist activity
within its remit.'” And in the wake of military intervention in Afghanistan, the
EU and US were prominent collaborators at the UN-backed Bonn Conference.
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As of 25 September 2002, the US had disbursed $350 million of lm}lmanitarian
and reconstruction assistance to Afghanistan, and the EU $432 1n}1110n 1o '

Furthermore, the EU and its member states brought sub§tant1al COHCFIt-lVe
and national assets to bear in the construction of an American-led coalition
against terrorism and in encouraging a hOl:lSth approach that a.dd.res§ed the
sources as well as the symptoms of radical dlsgontent. The Commission’s com-
prehensive strategy included ‘the undemocragc behaviour of governments, as
well as an unacceptable divide between the rich and th§ pooE;lg:)nvu'_on.ment.al
degradarion, and crime, corruption, dx_‘ugs and health issues’.'"” .Wlthlltl this,
it pushed for a reinvigoration of the Mld(_ile East peace process with a view to
creating a Palestinian state and guaranteeing Israel’s terrxtorlal_lrhlte'gpty w1t!11n
recognised borders. It stressed, too, the importe.mq of leg1.t1m1smg action
against terrorism and the integration of all countries into a fair world system
of security, development and prosperity. . 4

Herein EC and national officials co-operated with the US in steering retali-
atory action through the aegis of the UN and in intensive diplomatic efforFs
to assuage Islamic fears of a potential ‘clash of civilisations’. CFSP leaders‘m
various combinations engaged in extensive shuttle diplomacy to key countries
in the Middle East, Central and South Asia, Turkey, Russia and the Mednter-
ranean. For instance, the troika format of External Relations Commisswner_
Patten, High Representative for CFSP Javier Solana, Belgian .Mirlis.te%' of
Foreign Affairs Louis Michel (holding the EU presidency) and Spanish Minister
of Foreign Affairs Josep Piqué (incoming EU presidency) undertook a ten-day
tour of principal Islamic capitals. The message was of engagement, of the need
to curtail the activities of terrorists, and of reassurance that the response o
September 11 would not be targeted against Islam. ObeU nat?o'nal leaders
British Prime Minister Blair was particularly prominent in recruiting support
for the coalition against terror and in maintaining its ephemeral basis., so much
so that the Sunday Herald crowned him, rather than Bush, as ‘King of the
Coalition’.'” For instance, Blair appeared on al-Jazeera television to rebut
Osama bin Laden’s claim that the West was mounting a war on Islam and first
laid out the alleged evidence tying bin Laden and the al-Qa’ida organisation to
the September 11 attacks. .

Process and policy injected renewed impetus into the trgnsatlanuc secur-
ity partnership and delivered tangible results. American officials cllaracter1§ed
EU-US co-operation against terrorism as ‘ “extremely” good”'™ am_i were im-
pressed by the unusual speed and decisiveness of cross-pillar EU action. As US
Principal Deputy Assistant Secretary of State for European and EurgSla’n
Affairs Charles P. Ries commented, ‘{fJor old EU hands, the European UnlOl? s
response was breathtaking in its speed and ambition’.'”® Europe froze terrorist
assets worth some $35 million within six months of September 11.'* European
authorities arrested over 300 people with suspected links to al-Qa’ida between
September 2001 and July 2002 and the EU and US progressively harmonised
their lists of illegal terrorist organisations. Leading EU member states were also
at the forefront of NATO’s positive response to the US request for its support
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on 4 October 2001. NATO assistance eventually included enhanced intelligence
sharing, blanket overflight rights for US and Allied aircraft, access to ports and
airfields within NATO territory, deployment of the Standing Naval Force
Mediterranean to the eastern Mediterranean, and Operation Eagle Assist that
freed American assets for action in Afghanistan by redeploying NATQO
AWACS aircraft to patrol US skies.'””

The EU response to September 11 was thus encouraging for the transatlantic
security relationship and conformed to the wider pattern of its ‘co-operative
containment’ of the US. For all the progress made, however, there remained
serious difficulties. As might be expected, structural problems continued to
frustrate. Within JHA the rotating presidency led to inconsistency and deci-
sions were slowed by the need for unanimity — such as Italy’s initial hold-out
against the common arrest warrant. Negotiations were complicated, too, by
the fragmented JHA working structure that incorporates four principal levels
and composes numerous EC and national officials. American officials criti-
cised, for example, the EU’s cumbersome clearing-house process for submitting
and considering terrorist names for designation.

EU problems were more pronounced in CFSP. September 11 induced a limited
renationalisation of member states’ foreign and security policy, which Wash-
ington encouraged by predominantly circumventing the CFSP apparatus and
instead dealing direct with national capitals. Numerous EU divisions quickly
developed. First, the ‘Big Three’ of Britain, France and Germany seemingly sought
a much-resented directoire. This was epitomised by their highly publicised
mini-summit preceding the Ghent European Council on 19 October 2001 and
by the gate-crashing of a similar attempt on 5 November by Aznar, Berlusconi,
Solana, Kok aud Verhofstadt. Second, probable military action in Afghanistan
refocused attention on the weaknesses of CESDP and on broad groupings of
EU countries as ‘pacifist’, ‘neutralist’ and ‘militarist’.'” Third, the response to
September 11 re-opened ‘Atlanticist’ and ‘Europeanist’ divisions previously
subsumed within the St Malo process. Blair’s leadership style in particular
indicated a reversion to ‘a brand of unconditional Atlanticism which many in
Europe (and even in Britain) had assumed to be anachronistic after Kosovo, the
missile controversy and the Bush administration’s generalised penchant for

unilateralism’.'®®

EU-US value differences hindered transatlantic security co-operation too.
On 12 October 2001 the US Congress approved the Patriot Act, which con-
ferred upon the government significant enhanced powers, including the right to
intercept e-mail, tap telephones and investigate bank accounts. This exacer-
bated existing differences between the EU and US over data protection and pri-
vacy rights and impacted negatively on the exchange of information potentially
important in combating terrorism. Also, on 13 November 2001 a US presiden-
tial directive established military courts to deal with suspected terrorists with
provision for the President to decide who was tried and, without jury, to order
sentences up to and including the death penalty. This further contributed
to European reluctance to share information with the US and to facilitate

CO-OPERATION AND DISCORD

extfadition proceedings, especially in light of established transatlantic differ-
ences over the death penalty. A major disagreement de'veloped,. too, o ver Us
(reatment of al-Qa’ida prisoners, who were detai'ned without tr}al in Cubg at
Camp X-Ray in Guantanamo Bay and denied prisoner of war rights by being
designated ‘unlawful combatants’. The Commission and European govern-
ments protested against their treatment and the then UN Commxss‘loner for
Human Rights, Mary Robinson, brusquely reminded the US that there are
:nternational legal obligations that should be respected’.”.0 .
Perhaps most worrisome for future transatlantic security co-operation was
that September 11 reactions reflected and heightened long-standmg’ EU-US dif-
ferences. Symptomatic of this was American annoyance at the EU’s reluctan.ce
to designate the social and religious arms of Hamas and Hezbol}gh as terrorist
entities, a difference traceable to EU Palestinian sympathies, policies of engage-
ment rather than confrontation and determination to resurrect the Middle
East peace process. More damaging still were widespread .European' fears that
the Bush administration would act unilaterally and react dlspropor.tloqatelzf to
the terrorist attacks. Hubert Védrine quickly cautioned against fallm% into ‘the
monstrous trap’ set by terrorists of pitting the West against Islam,' and Fhe
EU troika warned that disproportionate action risked further destabllls‘atxon
and jeopardised public support. The troika also specifically declared thaF [o}ur
message to the United States is that only a multilateral approach can reinforce
their security, can guarantee ours’.''” Indeed, so fast were European plg dges of
post-September 11 solidarity followed by frantic diplomatic manoeuvring that
qualified this rhetorical support that as early as 22 Sellgtember' 20071 some
American commentators considered only the Anglo-American alliance o have
stood firm.'"? : N
European manoeuvring reflected simultaneous unease a'bgut Bush adml.ms—
tration policy towards Afghanistan and hopes of engaging it in rnultllatera!lsm.
The real issue, though, was what would come after Afghanistan, there bemg a
clear UN mandate for action against the al-Qa’ida network and the repressive
Taliban regime.'"* Three developments were particularly proble'lr{atlc for
EU-US and intra-European security relations. First, the Bush admlmstrat'lon
evolved a doctrine of pre-emptive self-defence and de facto reconceptuall§ed
sovereignty as potentially contingent upon factors such as not supporting
terrorism.!"s This made likely further, potentially destabilising US intervention
in the internal affairs of states unspecified and posed critical questions al:?out
international law, itself the bedrock of EU governance and multilateralism.
Humanitarian intervention in Kosovo had pushed the boundaries of interna-
tional legal respect for sovereign borders, but it remained contentious that
sovereignty might be effectively further qualified not by the_UN but by US
national security policy.''® Second, the Bush administration claimed an expans-
ive mandate for military action by conflating combating WMD proliferation
with its war on terrorism. Even before September 11 the US had a list of seven
countries it regarded as sponsors of terrorism — Cuba, Libya, .North Kgrea,
Iran, Iraq, Sudan and Syria — and at least twenty-five countries that either
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possessed or were trying to develop or acquire WMD and/or the capability
to deliver them. Third, September 11 reinforced fears of US readiness where
necessary to act outside multilateral fora and to override the opinions of coa.
ition partners. For instance, the US chose not to use NATO as a commang
framework for Operation Enduring Freedom in Afghanistan, instead conduct.
ing a largely unilateral war assisted by anti-Taliban militia groups and select
contributions from close allies, notably British special forces. According to US
Secretary of Defence Donald Rumsfeld, coalitions of the willing were import-
ant but wars could not be fought by commirtee: ‘[t)he mission must determine
the coalition, and the coalition must not determine the mission. If it does, the
mission will be dumbed down to the lowest common denominator, and we
can’t afford that.”!"

All of these problems have become manifest in the ongoing Iraq crisis, the
most serious transatlantic security rift in the post-Cold War era, perhaps even
in a generation.'" Post-Afghanistan the Bush administration quickly locked
Saddam Hussein’s Iraq in its sights as the next target in its conflated mission
against international terrorism and WMD. On 12 September 2002 Bush spoke
to the UN General Assembly and put American Iraq policy firmly in 2 multi-
lateral context. The Security Council subsequently approved Resolution 1441
unanimously on 8§ November for the reintroduction of weapons inspectors and
possible enforcement if Iraq were found to be in breach of its UN obligations.
The EU, however, rapidly divided on questions of how much time weapons
inspectors should be allowed, what would constitute an Iraqi breach of their
UN obligations, and, in the event that this occurred, whether a further UN
mandate were necessary for enforcement action.

In the ensuing crisis Britain and Spain stood firmly by the US. The Bush
administration, perhaps partially in recognition of Blair’s attempts to bridge
the transatlantic divide and the domestic political risks both he and José Maria
Aznar were taking, allowed some time for a possible second UN resolution
despite its insistence that this was not necessary. This transatlantic solidarity
was in stark contrast to the positions taken, for instance, by Germany and
France. Schroder pledged in September 2002 that Germany would not commit
forces against Iraq even if given UN Security Council authorisation to do so.'”
France was less deterministic but insisted that considerably more time should
be given to weapons inspectors and that a second UN Security Council resolu-
tion be obtained. In March 2003 the Bush administration’s patience ran out
amid transatlantic deadlock and the seeming impossibility of securing a further
Security Council resolution. With British armed support, the US intervened
militarily in Iraq to topple Saddam Hussein’s regime. The action was success-
ful in this respect, and at the time of writing it looks possible that an increased
UN role in ‘winning the peace’ in Iraq might be negotiated sufficient to patch
over deep transatlantic divisions. Nevertheless the crisis strained badly EU-US
relations and reaffirmed the impressions of American unilateralism and of
EU inability to forge a common position in times of crisis. As Poul Nielson,
Commissioner for Development and Humanitarian Aid, conceded before the
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. _ . and more
European Parliament on 12 February 2003, the EU looks v.veake.r irutional
. < 1
divided than ever’ and this owes to far more than ‘some minor inst
. Ll 2
Jadequacies in the architecture of the EU”.
i

Conclusion

The EU’s security relationship with the US remains quantltatlYlfly allctlhgllailr;
jratively its most important. Bqth S}des hfave sought to wﬁm tloge er o
multilateral fora and to institutionalise their co-operation, .rst nro;agve he
Transatlantic Declaration and then the NTA. Post-Cold War eve11ts ave re-
affirmed the binding power of shared values and EU—US capacity for e
ordinated action and combined global mﬂuencc.a. EU claims to g_f:nume sceizuang
partnership have been boosted by the expansion of the SeCililty ag§?es 2nd
deepening and widening integration. Indeed,. the Septembg 2‘1tr9C1 ,1’ s have
been cited as ‘transform|ing] the t.ransatlantlc p'.ar.tl'lerslnphmiz(iJ c,l I\grtua p
nership of equals, attesting to the increased credibility of t 1 ! s - heir
Yet, in 2003, many commentators portray transatllf}ntlc re a;o.n.s a o
Jowest ebb since the Cold War, possibly since WW?2." Severe 1v151(1)(1;s c; ver
Iraq dominate the headlines but problems run deeper. .Foremostd are te}; -
rudinal differences, rooted in different historical experiences anc C?Ill el‘ uprit"
ary capabilities, which guide EU and US approaches to mterrll)atlona st ch.m,e
management. Consequent transatlantic tensions have often been mofs ‘ ; e
over military interventionism and burden-sharing. Here the EU most tears u
unilateralism and its own relative impotence. Cf)m.'ersely, the US repeatgbly
criticises EU failure to translate CESDP rhetoric into a NATO-.compa;l :_
reality, too often sees its multilaterghsm as a pretext for obstruction or ire
riding, and underplays its soft secunty.contrlbutlons.. ' Mot really. for
Does this justify predictions of pending transatlantic dlvor.ce.. ot really, f
there is too much that binds the EU and US together, both within tl.1e1r ‘selcu‘uty
relationship and beyond. Nevertheless,_ their po_st—Cold War security re atx;):l;
ship remains in a process of renegotiation, and in the_ struggle to contlalél f o
other co-operatively the sui generis FU is often proving a poolrj mabtm (1)) b
US hyperpower. Where sovereignty has been ppoled 'the EU as (ceie‘n bette
able to counter American security-related action with yvhxch it isagree ],
notably extra-territorial sanctions. However, the predominantly ml;argoveilo _
mental JHA and CFSP pillars have frustrated the US and b.een una'l e t? lp
vide the co-ordinated EU action necessary to curb Amenc:an unt at;La lsmCi
Moreover, EU failure to invest sufficiently in d?fence expenditure has oztered
a transatlantic technology gap, especially in mtegfated CJl (Commalrl an
Control, Communications, Computers and Intelligence) systems, t?altl n;)(t)
only costs the EU credibility in American eyes but that also poten‘tla y0 °
undermines inter-operability that US unilateralism may not only be encourage
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but eventually become unavoidable.'” As NATO Secretary General Lord
Robertson warned in January 2002, Europe ‘remains a military pygmy’ ang
‘[ulnless the Europeans do better militarily in NATO and the EU, thej;
influence in the Euro-Atlantic area and more widely will remain limited® 124
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Friends or foes?:

the EU-US economic relationship

As seen in the first two chapters, the US had a strong political and economic
interest in Europe after WW2. Apart from binding the Western European
countries into its own sphere of influence and having them as allies against the
common threat perceived to emanate from the Soviet bloc, the US also needed
prosperous markets for its own goods if it were to avoid a repeat of the inter-
war recession. Marshall Aid was consequently designed partially to promote
US economic interests in international free trade through pushing the Euro-
peans into accepting trade liberalisation under the GATT. Likewise, its encour-
agement of Western European integration was geared to developing a large
and successful European market that would be a strong trading partner for US
businesses.’ :

The formal economic relationship between what is now the EU and the US
began with the creation of the ECSC in 1952 and intensified with the intro-
duction of the CAP in 1962 and the creation of the EEC’s general customs
union in 1968. The transfer of responsibility for trade policy to the ECs level
in 1970, in the form of the CCP, marked a significant shift in the relationship
whereby the Communities, rather than the individual member states, became
the trading partner of, and therewith trade negotiator with, the US. A further
marked evolution in the EC/EU-US trade relationship developed with the
creation of the WTO in 1995. Thereafter they had to conduct their trade
exchanges in accordance with the rules of a ‘higher authority’ and submit their
disagreements to the legally binding judgement of the WTO Dispute Settlement
Body.

Over time the ECs-US economic relationship became intense and pro-
foundly interdependent. However, as the two entered the post-Cold War era
speculation increased about a downturn in the relative balance between their
economic co-operation and confrontation. This was encouraged by suggestions
of geo-strategic drift slowly pulling the partners apart (see Chapter Four) and
by an increasing number of bitter transatlantic trade disputes. It was also
encouraged by a combination of the ECs’ transition from economic supplicant

THE MOST SUBSTANTIAL ECONOMIC PARTN ERSHIP

0 équal partner/rival and growing US concern during the 1980s of relative
Arnerican economic decline. Thus, as the EC/EU became a more self—conﬁde-m
and assertive international economic actor, the US became ’concerned, for a
rime at least, about both thle pc;)ssillghtles of a ‘Fortress Europe’ and how to pre-

merican economic leadership. '
er%?/iﬁl this in mind, this chapter assesses the post-Cgld Wgr EU—US economic
relationship and asks what is the nature gf this relationship in terms of trade,
investment and other commercial activities? On. th.e one hand, it is the most
voluminous in the world, the EU-US partnership is m.strumental n shapmg
processes of economic globalisation, and th§ combmanc_m of the US, EU an
the latter’s member states dominates the leadmg mter.natlonal financial ms;n‘vl
rions. At the same time, their economic 'relatlonshlp has undergone radica
changes, especially in terms of the relative strengths o.f the two e?cor.lomlcc‘
superpowers, and the number of post-Cold War tra<'fle dlspgtes l?asblllc;]eafe
dramatically. How, then, should the EU-US economic felatlol.]shlp bec arac-
terised? Are they economic partners, rivals, or does their relationship stand in
a different category from any other?

S

The most substantial economic partnership in the world

[t is difficult to overstate the significance to the EU and US, indeed to the world,
of their economic relationship. It is by far the most important bilateral eco-
nomic relationship for both parties in terms of trade and FDI. The res pective
figures speak for themselves.? In 2002 the US was the EU’s largest trading part-
ner in goods, providing almost 18 per cent of all EU imports and accounting
for nearly 24 per cent of all EU merchandise exports. The next largest exporte‘r
to the EU was China with 8.3 per cent of the total and the second largest export
market for EU goods was Switzerland with 7.1 per cent of all EU merchandlse
sold abroad.? The American situation in 2002 was somewhat more vartegated.
The EU was America’s second most important export market taking nearly 22
per cent of its external merchandise trade and being exceeded 011'ly by Canada,
immediate neighbour of the US and partner within NAFTA, vzlhlch h.ad a mar-
ket share of almost 24 per cent. However, the EU was the US’s premier source
of merchandise imports with a market share of 21 per cent ~ consndelzably
ahead of Canada with just over 16 per cent and of Chi.na?s 12.5 per cent.

The importance of this bilateral economic relationship is also reﬂectf:d in the
trade in services, which accounted in 2001 for some 36 per cent of total EU—US
trade.® Herein the US is again by far the EU’s most importapt.extemal trading
partner with a 43 per cent market share in 2001. To put this into context, the
EU’s second most important partner in this field was Syvntzerland w1th a share
of just under 13 per cent.” US trade in services is more diverse. The US m)portezll
over 27.5 per cent of its services from Canada in 2001 compared to aroun
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11 per cent from the EU and just over 10 per cent from Mexico. Canada wag
also the most important market for services exported from the US witha 19 per
cent market share in 2001. Japan, Mexico and the EU occupied the following
ranks with percentages of 14.7, 14.1 and 14 respectively.®

Trade figures, though, merely reflect cross-border flows of goods and ser.

vices. They consequently represent only a partial measure of the extent of the
EU-US economic relationship, not least because they ignore the fact that enter-
prises often sell their goods and services abroad through their foreign affiliates
rather than export them from their home market. A more accurate picture of
the EU-US commercial relationship thus has to consider other linkages too,
such as capital flows - especially FDL® Herein the EU and the US have by far
the world’s most important bilateral relationship. In 2001, 49 per cent of 3]
FDI that left the EU went to the US and 69 per cent of all FDI coming into the
EU originated there. Unlike the situation with some aspects of trade, the EU ig
definitely also the most important FDI partner of the US: 46 per cent of all US
FDI went to the EU and the US received 54 per cent of all its FDI from the
Union in 2001. This close relationship is underpinned even further by the FDI
stocks that EU and US investors have accumulated in the respective other
entity. By 2001, 62 per cent of all FDI investment inside the EU originated
from the US, whilst 50 per cent of all EU FDI so far has been made in the us.
From the American perspective, 61 per cent of all FDI made there has its
origins in the EU, whilst 46 per cent of all FDI that had left the country by 2001
had gone to the EU."

This unrivalled volume of bilateral trade and FDI owes in part to factors
beyond direct EU~US management of their economic relationship. Businesses
have developed mutual confidence over time in the other partner’s stability,
general commitment to trade liberalisation and value in terms of risk-adjusted
returns, albeit that American criticism of ‘continental corporatism’ reflects dis-
agreement about the merits of Europe’s social democratic model vis-g-vis the
free market model. Developments within each partner have also stimulated
increased transatlantic trade and investment and influenced the decisions of
MNCs and TNCs as to where to locate operations. For instance, the size of the
EU market, the expectation of further enlargement and the comparative advant-
ages of the single market programme have all attracted rather than deterred US
inward investment into the Union."" Indeed, from 1995 to 2001 there was a
seven-fold increase in American investment in Europe."” Considerations of the
SEM have also been of major influence in, for example, Britain both surpass-
ing China in 1999 to become the largest single destination for US FDI and
being the base for 5,600 American companies in the European single market."

Nevertheless, the calculations of commercial enterprises have always run
side-by-side with careful transatlantic political oversight and in the immediate
post-Cold War era the EU and US were persuaded by both positive and negat-
tve concerns to underpin the world’s most important economic relationship
with further solid structural foundations. On the one hand, both partners were
aware of their complex economic interdependence and relative economic
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ity, which provided opportunities for further intens.iﬁcation of their bilat-
party. nomic relationship and called for structures either to forestail or to
eral @22 inevitable differences as their competition and interaction increased.'*
mam;;geeother hand, the EU and US were each anxious to ‘contain’ thfs other in
(?ex;etnce of their ecc’)nomic interests. Successive American administrations were

wious to protect US economic interests agd to keep thF EU open to interna-
- al trade. This owed not least to predictions of US relative decline, the
Zl,(();enswe economic Jegacies of Reagan’s Second Cold .Wa.r and fe.ars that the
SEM project would lead to an introverted a_nd.protectlox}lst Fomes; Eurﬁ)pe.
Conversely, the EU was concerned to retain its attrgctxveness. to meuc?u}
pusinesses and FDI at a time when new, potentially lngh-rgvxﬁuq COIlanrSCi:i]
opportunities appeared to be developmg elsewhere,.especiﬁ] y md t :ies ian
‘tiger states’. The EU was also wary Qf increased US }lnllatera ist tendet esand
the aggressive promotion of American economic interests. for Cnlnstafm > he
Clinton administration created the thlonal Egonomlc Council an e.ncm-l(liag
a National Export Strategy and the Big Emerging Markets Program in I(ZI er Ato
promote exports, and it used US trade representatives (USTR) to attack repro-

* pate trade partners and to exact so-called voluntary export restramt agree-

ments. It also used GATT and the WTO to negoFiate favourable .redLlct iolns ‘1?
NTBs whilst simultaneously taking unilateral action through Section 39 lﬁg1§—
lation in the 1988 Omnibus Trade and Competitiveness Ac_t to counter what it
deemed to be unacceptable trade practices by other countries. o d
Not surprisingly, therefore, the 1990 Transatlanpc D;claratlf)n ?31; tll(:i
1995 New Transatlantic Agenda and its accompanying Joint Actxon. . anT:il :
included declarations on economic co-operation betwgen _the two en‘tlilesl. 2{»
JAP in particular contained quite detailed aims and objectives. Unde.n the head-
line ‘Contributing to the Expansion of World Trade and.Closex ‘Ec((::l)nomnc
Relations’, the two partners, among a number of other thlpgs, a‘gllft*e | to set
up ‘a New Transatlantic Marketplace by progresswely redgcu’1g ore umrilaltmf%
barriers that hinder the flow of goods, services and capital betweenl them
selves.'” Although not quite the basis for a common market between; he t\y(;
entities, the creation of a new transatlantic ma‘rlfetplace (NTM) did poin
in such a direction. It was also enormously amb}tlous, fgr, as has bgen sefn
in respect of the EU’s own development,.reducmg ba_mer.s to fgc1lxtlate t;(e
exchange of not only goods but also ser\'/lces.and_ ca}pltal is no sun‘p ehtlas ‘
Indeed, the EU’s common market in services 1s st;ll incomplete more than 4
decade after the SEM was officially declared estabh.shec.i. o
It is thus particularly revealing of EU-US determmauoq to nurture and pro
mote their bilateral economic relationship that they decided at a sunnn‘lthm
London in May 1998 to launch the Transgtlantlc Economic Parcnglsdll};
(TEP).'® This initiative was undoubtedly motlvat.ed .by slow progressdm Ny
development of the NTM and by numerous continuing barriers to tra e 2 1
investment.'” The TEP also demonstrated, however, mutt}al.determlr?aponf‘“.
re-ignite the economic relationship, which was reflected in its cogta'xmllzlgd h;
more detailed provisions than did the NTM on how to proceed, inc g
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explicit target dates. Since then the TEP has admittedly progressed less quickly
than hoped. In its Report on United States Barriers to Trade and Investmen¢
2002, the European Commission stated that ‘[d]espite the significant cq.
operative efforts undertaken, a considerable number of impediments, ranging
from more traditional tariff and non-tariff barriers, to differences in the legal
and regulatory systems still need to be rackled’.!s Still, though, there remains
political and economic impetus sufficient to push ahead with the TEP, includ-
ing a transatlantic marketplace. As American Under-Secretary of Commerce
for International Trade Grant Aldonas was quoted as having said in April
2003, “[if there was ever a time when we really needed to . . . try and remove
- . . obstacles to trade between the United States and Europe now is the time’,!®

Clearly, then, the EU-US economic relationship is of vital importance to
each partner. However, its significance is scarcely less to the wider interna-
tional economy. The EU and US have by far the largest economies in the world
and collectively their economic weight is awesome. A few figures help to sub-
stantiate this claim. The EU and the US are clearly the dominant players inso-
far as international trade in merchandise and services is concerned. Combined
they secured 47 per cent of world merchandise trade and 45 per cent of world
trade in services in 2002.° Their importance in terms of investment is even
more striking. In the financial year 2000 they accounted for 54 per cent of total
world inflows and 67 per cent of total world outflows of FDI.2! Moreover,
America in particular has been the driving force of the recent global economic
upturn. For instance, since 1995 60 per cent of the cumulative growth in world
output has come from the US, with the EU accounting for approximately a fur-
ther 10 per cent.

It is also important to consider EU-US institutionalised economic power and
their roles in shaping international trade and investment. Their collective
influence within the leading international financial institutions is unrivalled.
For example, within the G8 they constitute five of the eight member states and
have added influence through the European Commission, which is present on
behalf of the EU. Within the IMF the EU countries and the US enjoy a com-
bined voting weight of 46.95 per cent,” and their position in the World Bank
is not far behind, accounting for 41.99 per cent of votes.?* They also each have
banks that are used to advance their economic and foreign policy objectives,
namely the US Export-Import Bank and the EU’s European Investment Bank.
One consequence of all of this is that the EU and US heavily influence the terms,
conditions and amounts of, for instance, rescue packages such as that organ-
ised for Russia in the wake of its economic collapse in 1998.

Just as significantly, as the world’s two largest and most technologically
advanced economies, the EU and US share common problems and significantly
shape the development of the global economy. For instance, both parties are
pursuing what has been dubbed ‘competitive liberalisation’, meaning the con-
temporaneous pursuit of bilateral, regional and global free trade agreements.
As will be seen in later chapters, the EU has developed a global web of prefer-
ential trading relationships of a variety of types and involving varying numbers
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of associated partners. Indeed, this is an area in which the EU has tradi.tionally
led America. USTR Robert Zoellick observed before the subcommittee on
trade of the US House of Representatives in May 2901 that globally there were
130 free trade agreements. The US was party to just two of these, one with
Canada and Mexico forming NAFTA and another with Israel. In contrast, _the
EU had free trade or special customs agreements with twenty-seven countries,
rwenty of which the Union had completed within the previous ten years, and
another fifteen were then being negotiated.” Since then, the US ha}s conc.luc;led
a FTA with Chile (actually a month before the EU could.ﬁnal%se a similar
treaty™’), one with Singapore,” and is in the process of pursuing bilateral deals
with Bolivia, Columbia, Ecuador, Panama and Peru, five countries in _southgrn
Africa, Australia and Morocco. It has also promised to begin negotiations with
the Dominican Republic and Bahrain. In the meantime, US negotiations for a
FTA with Central America are almost complete and in November 2003 the
next step was agreed in Miami in the development of a Free Trgde Area of the
Americas {(FTAA). Due to come into effect by 2005, the FTAA will cover thirty-
four countries with a population of 800 million people, stretch from Alaska to
Patagonia and have an output of $13-14 trillion per annun. This should als.o
continue the post-Cold War expansion of North American exports to Latin
America’” and bring the US into greater contact with the EU, which already has
established relationships with the Caribbean Community and Commpn
Market (Caricom), the Central American countries, the Andean Community
(CAN) and the countries of Mercosur (see Chapter Nine).

Concomitantly, the EU and US are key players in the quest for global free
trade and are keen to shape this in line with their specific interests and con-
cerns, many of which they share. For instance, the two were instrumenta? in
launching the Doha Round of WTO trade talks, which the Wox_‘ld Bank estim-
ates could raise global income by $500 billion by 2015, of which 60 per cex}E
would go to poor countries and help pull 144 million people out of poverty.”
Within this context, the EU also determinedly set part of the agenda at the
WTO meeting in Cancin in September 2003 by pu§hing thev so—called
‘Singapore issues’ in an attempt to negotiate global rules in competition, gov-
ernment procurement, transparency and trade facilitation. Mo_repveg the EU
and US share unemployment concerns in manufacturing (2.7 million job losses
in the US alone over the past three years) as well as in the white-collar sector as
competition increases and companies outsource Or even rel'ocate factoqes
abroad to where costs are cheaper. Interestingly, despite their frequent dis-
agreements over agriculture, the EU and US are also joined by their use of
agricultural protectionism. The EU has consistently found the CAP dlfﬁqut
to reform and adjustments are becoming simultaneously both more pressing in
view of imminent enlargement and more politically difficult given an appreci-
ating euro and the consequent relative decline in the internatlpnal competitive-
ness of- its agricultural exports. The US is likewise a major subsidiser of
American agriculture. For example, it heavily protects its citrus produFer a\ndf
is simultaneously the world’s biggest cotton exporter and biggest subsidiser o
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producers - to the tune of over $3 billion per annum. The EU and US also face
major challenges upon the expiry of the Multifibre Arrangement at the end of
2004, which has for decades allowed governments to determine trade patterng
in textile markets and upon which their domestic producers and preferentia]
trading partners in the developing world often rely.

Just how great a shared challenge agricultural protectionism is to the EU apg
US was demonstrated by the collapse of the WTO meeting in Cancin iy,
September 2003. There the EU and US presented a moderate programme for
freeing farm trade that fell far short of previous promises on, for example,
gly opposed as inadequate by a neyw
so-called G21 bloc of developing countries, led by India, Brazil and China - 4
powerful voice given that the G21 represent half the world’s population and
two-thirds of its farmers.?? The EU and US consequently face a potential stream
G21 and others abour their agricultural protection-
ism. This is particularly likely given the imminent expiry of the so-called ‘peace
clause’ at the end of 2003, which is an agreement negotiated during the
Uruguay Round not ro appeal over the dumping of farm products on condition
that each country honoured its farm trade commitments.

Trade wars and other conflicts between the EU and US

That the EU-US economic relationship is far from problem-free is demon-
strated by their difficulties in reducing the obstacles to a more integrated
transatlantic economic area. However, slow progress in realising the TEP is far
less problematic, not to mention ‘newsworthy’, than the increasing number of

onomic competition has degenerated into trade
wars. The actual transatlantic economic relationship between the US and the

of the CCP.* The US, though, is not linked to the EU by way of a contracrual
agreement under the auspices of the CCP and is thus subject to the *
external trade regime of the autonomous part of this policy. This means that
the US does not enjoy treatment more favourable than any of the EU’s other
trading partners and that the bilateral relationship is based on respecti
lateral provisions, potentially restricted only by the agreements entered
both under GATT and later the WTO 3!

Despite these organisations being mandated to avoid trade disputes, over
time a number of conflicts between the ECs and the US have occurred. Initially
there were only a few such disputes: just three during the entire 1960s and
1970s.* The pace quickened noticeably, though, during the 1980s when
fourteen cases were fought out, only to accelerate even further following the
establishment of the WTO. Between January 1995 and July 2003 there were
fifty-five cases involving trade disputes between the EU or one or several of its

ve uni-
into by
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.ember states on the one hand, and the US on the other.* This trend can be
e lained in part by the ever-growing and increasingly complex economic ties
:;g)t have evolved between the ECs and the US. Natura?ly, the more they deal
with one another, the more potentigl scope .for conflict therg is. quwevc;r,
although this certainly explains the higher 1qcxdence o_f complgmts ;rlsng c; e
1980s, it does not fully account for the leap in trgde disputes smce.l 9 .f Ee
must therefore consider also the impact of the 1rpproved {nechamsr‘ns of the
WTO over the rules of GATT - in particular the mtrodu.ctlcfn ?f a true, 11}st1—
utionalised appeals mechanism in the form of the organisation’s DSB: Be ore
1995, members of GATT had no chance to appeal 1f and when anotfhell s%g(;};(t)-
ory to a given deal failed to adhere to its own promises. The D_SB of the N
changed this by providing not only a forum. before which disputes cgnll (;
debated but also procedures thlar enabled a judgement and the possibility o

ions in cases of non-compliance. _

San’lgltml;) rll‘jtter aspect especiallypis also responsiblej for another pattern in trade
conflicts between the ECs and the US — the question of who complained aboust
whom. Of the three conflicts in the 1960s, the ECs initiated the first anc;l t.h'e Ud
the remainder. During the 1980s, twelve of the fourteen conflicts were initiate

by the US, only two by the ECs.”* Since 1995, however, the EU or one of its
member states has complained in twenty-six cases abOL‘lt the US, whilst the US,
either on its own or in conjunction with other complall}snts? has takgn action
twenty-nine times against the EU or one of its meml')ers.l This clear?y 111d1ca1t§s
the EU’s growing confidence to use the WTO against the US. _Mmeqver, this
willingness is underpinned by changes in the general geo-political sntuatlo{L

Security dependence on the US during the Cgld War natl.lrally made \)}(I/este;ln
Europe hesitant to confront the US. This is reﬂect}ed in the fact t98t ]E] e
Europeans initiated only three of the seventeen Frade <.ilsput.es before 19 - The
US, on its part, addressed the relationship du}‘mg this period frqm a position
of strength and the knowledge that the relative dependency of its Eurogean
partners meant that trade disagreements could be pursugd wthout fear of too

bad a deterioration in overall transatlantic political relatlonshlps. The winding

down of the Cold War, however, changed th§ geo-strategic balance and
afforded the Europeans an opportunity to emancipate themselves — at leas;1 to

a degree — from the old hegemon.* The quasi-mdnclal system of the WTQ then

played its part, giving the Communities t_he confidence apd mechafnsms :jo

challenge actively the US over those trade issues about which they dlsagxgze h

The 26 (EU vs. US) to 29 (US vs. EU) ratio of post-1995 trade dlspptes oth

reflects this post-Cold War emancipation of the EU from Fhe US apd is a r]nuf1

more realistic representation of their contemporary relationship in which the
ities enjoy relative economic parity.

tw?\efl;t;ther in]te};esting aspect of trade disputes between the ECs and the llJ]S

concerns the issues over which the two have argued. Twenty-thr(?e pf th Z

seventy-two conflicts have been about agriculturgl produ_cts, and thhin teld

the US has been the complainant on eighteen occasions. This rather unba azincbl
picture should not come as a surprise. The US, and others, would understandabty
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like to break into the potentially very lucrative EU market. Obstructing thjg
objective is the Communities’ protectionist CAP. High import barriers, such as
tariffs and quotas, aim at keeping prices within the EU stable at a substantially
higher-than-world-price level, direct subsidies give farmers a further compar.
ative advantage, and export subsidies compensate them for the differenceg
between EU and world market prices.”” This is primarily why widely publiciseq
agricultural ‘trade wars’ have come about. As a major exporter of agricultura|
products the US has consistently pressed for improved access to the EU market,
Meanwhile, the Union has sought to balance its commitment to liberalising
international trade against the specific objectives of its CAP and its preferentia|
trade agreements with other producers, some of which are entwined with its
Development Policy programmes.

The most notorious recent example of this was the so-called ‘banana war’,
The EU produces only around 20 per cent of its banana consumption itself. The
rest is imported, either from former colonies of some of the Union’s member
states in Africa and the Caribbean (so-called ‘ACP bananas’) or from Latin
America (so-called ‘dollar bananas’). The problem was that the EU’s provisions
on trade in bananas since the ‘completion’ of the SEM in 1993 quite openly dis-
criminated between home-grown bananas, those imported from the associated
ACP countries and those originating from Latin America. Home production
was supported by way of subsidisation and compensation payments if and
when prices fell below a certain threshold level. The ACP countries were guar-
anteed tariff-free access to the Union of, more or less, their entire export
crop of bananas. Although the import quota for ‘dollar bananas’ was more
than double that of the ACP countries, they were subject to a tariff of initially
€100 per tonne, reduced in 1994 to €75 per tonne. Given that they could pro-
duce bananas at a much lower cost than, for instance, the ACP producers, the
loss in potential trade in bananas with the EU was significant.’ In 1996 the US,
together with Honduras, Guatemala, Ecuador and Mexico, duly complained
about elements of the European banana regime that they believed to discrimin-
ate unfairly against their interests. Honduras, Guatemala and Ecuador judged
that they had insufficient access to the European market, and the US cham-
pioned its TNCs, one of which, Chiquita Brands International, was especially
keen to increase its access to the European market.*’

The DSB of the WTO ruled in 1997 that part of the EU’s import regime for
bananas did indeed breach the organisation’s rules. Yet this was not the end of
the issue. Some EU member states were little concerned about the need to
reform the offending provisions of the EU banana regime. Germany, for exam-
ple, had been unhappy with the single banana regime from the onset and prior
to its coming into force in 1993 was the only EU member state that imposed
no trade restrictions on bananas.* However, many of the other EU members
found it difficult to accept reforms. Spain, Greece, Portugal and France had
domestic producers to consider, and Britain and France also had their former

colonies in mind. Opponents of substantial change to the EU’s banana regime
had a majority in the Council and the changes that came into force in January
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1999 were consequently largely cosmetic. Within twenty-five days the US an.d
aumber of Latin American countries went back to the \WT_O_ to cgmplam
: more about the EU’s banana regime. The Clinton ad.mmlstratxon. also
S)rizccfked Section 301 legislation and imposed punitive sanctions by putting a
mndom selection of fifteen European products on the red list. By April the DSB
f::ld formally awarded America damages,” .Wl:licf,l meant tl;lat_the Us wa?
legally allowed to initiate ‘compensatory retaliation through lt e 1mp051't10nl<;1
heavy tariffs on luxury Zgoocif imported from Europe equivalent to an annu
A4m (€215.2m).* . .
COS’;I?ef ?l}::aﬁa v(var’ ﬁnall)y ended when Chiquita. Brands indic;lted its satl?—
faction with new provisions that came ir{to force in July 2001.* I\:iluch fmmg
intractable have been EU-US confrontat10n§ over hormong-treate ‘bee' 13111
GMOs, which are nominally agricultural dnsputes but which allso‘ 1e(;7ejaft1e
fungible nature of trade issues and those of environment and hea t}414an sa etif.
In 1988 the then EEC prohibited the use ofa Qumber. of hoFmo.nes prevxousdy
used for growth promotion in farm animals. Since this was justified on grounds
of scientific tests having found such meat to be unsafe for humgm ;onsx1111pft{oxl,
the ban was to apply to member states as well as to respective imports 101‘3
third countries. What the Europeans regarded as a matter of public hea.1t11 an
food safety, the Americans saw as a cleverly dlsgmsed fp.rm of prqte;nomslln.
The US and Canada consequently contested th.e pl'O.hlblthIl, and in 1997 tl1e
WTO ruled that the EU measure was not in line w1th“the Agreement on tl,e
Application of Sanitary and Phytosanitary Measures.™ In 1938 t}?e X(;fl())ali
Appellate Body ruled against a consequent I.EU appeal on groufl st lat (e ban
had not been based on adequate scientific evidence and therefore violated inter
i de rules. .
nat(ljoarllli:ldtfi)on to provide sufficient evidence to substantiate its claims,*® tixe EU
subsequently commissioned a number of studies that apparently show t?a}t a;
least one of the banned hormones causes cancer. Th; US, howevq, maintaine
that hormone-treated beef had legally been on sale in its domestic market and
that its own research had found no evidence indicatmg.that such meat.cogld
pose a health threat. The two were thus deadlocked, with the EU continuing
to enforce its ban on meat treated with the other hormones and arguing that
just because they had not been proven to be dapgerous ‘they should not be
considered safe automatically.”” Matters were mitigated slightly in April 1999
when the EU threatened to ban imports of American llomxone—free beef too
after scientists found traces of the banned substances in between. 12 and
20 per cent of beef samples from US abattoirs labglled as not .havmg% belen
treated in this way. Forced onto the defensive by this st'lrprlse.dls.covc'ny, the
US voluntarily imposed a ban on hormone-fre.e beef whilst reviewing l]E:SU O\INJISl
monitoring measures.* However, the dispute is far from r.esolved and EU- .
differences are much more complex than was the case in the bgnal?a w]"u
Whilst the US accuses the Europeans of protectionism, the EU maintains t;ag
it is not motivated by protecting its beef industry but by concern for the healt
and safety of its citizens.
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This fungibility of issues s repeated in EU-US differences over GMOs and
so-called ‘Frankenstein foods’, a transatlantic trade dispute that has been brey,.
ing since the start in 1996 of biosafety talks. The European Commission, jp,
response to environmentalist pressure and public outery against food Scareg
such as BSE, introduced a regulatory regime that required environmental eva]y,.
ation and step-by-step approval for the dissemination of GMOs. The US, the
world’s largest exporter of GM foods, has repeatedly accused the Commission
of back-door protectionism and of operating an approval system that is non-
transparent, unpredictable, overly politicised and unscientific. Exchanges sanj
to a new low in February 1999 when EU-US differences stalled efforts at the
Cartagena Conference in Columbia to establish rules for the handling angd
transport of GMOs, GM crops and other biotechnology products. Then, prior
to the WTO Summit in Seattle, the US, Canada and Japan proposed a biotech-
nology Working Group within the WTO. This move was widely interpreted
as an effort to apply WTO rules to the conflict over GM trade and to out.
manoeuvre the opposition that they had encountered in the negotiations for
a Biosafety Protocol at Cartagena. A diplomatic furore subsequently broke out
in Europe when at Seattle the EU Trade Commissioner, Pascal Lamy, seemingly
unilaterally developed a new approach that supported the US idea. Lamy’s
actions not only sensitised the competence issue regarding the Commission’s
mandate, but also spawned a serious political row as he seemed to sacrifice all
too easily the EU’s environmental goals. There is thus little indication that this
dispute will fade away. On the contrary, EU-US arguments over GMOs and
GM foods, an expanding field of trade already worth $1.5 billion per year,

could well dwarf their differences over bananas and hormone-treated beef.
However, conflicts over GMOs, hormone-treated beef and bananas should
not be allowed to give an erroneous impression of a protectionist EU and of a
US that is an unadulterated free trader. The single most contested product in
terms of trade issues between the EU and the US is steel, which accounts for ten
of the seventy-two trade rows between the two. Here the tables are turned as
far as complainants and accused are concerned, with the Europeans initiating
four-fifths of all EU-US cases on steel before GATT and the WTO. The first
such dispute was in 1969 and the latest commenced in March 2002 when the
US imposed three-year ‘safeguard’ tariffs of up to 30 per cent on steel imports.
The Bush administration claimed that these were consonant with WTO rules,
as they were temporary measures designed to ease the painful restructuring of
the American domestic steel industry. Others, however, interpreted the move
as a combination of unfair protectionism and domestic politics, particularly
given growing concern within Congress about the costs of free trade, the power
of the US steel lobby and the importance to the Republicans of steel-producing
states in light of the then upcoming mid-term elections and subsequently the
next presidential election. Indeed, then US Treasury Secretary Paul O’Neill
made off-the-record criticisms of the tariffs and USTR Robert Zoellick once
conceded that they were a SOp to America’s so-called ‘rust-belt’. Of the four key
states in question, in the last election Bush took West Virginia, Ohio and
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Ir',d:lana. Pennsylvania has since been the target of a Republﬁfan charmec:{ffj;‘s-
jve and polls in autumn 2003 suggestid tl_lat t1419e steel tariffs remain y
y 1 - cent approval ratings.
POII)\;léillett)ufirteh\izltgf7gollj1?sec,edetelifed the EU gand seven other countr,ies from
appealing again;t the legality of.tl?e us tarliffs to the VZTO. Eveg ]S};J:klljss c;;)tsizs;
European ally, British Prime Minister Blal,r,mpubhclyh eE([)Junce. (e US action
as ‘unacceptable, unjustified and wrong’,”’ and .tfe v f]ulC rythese Dout
eparing a $2.2 billion list of compensatory tarif s. Moreover, tl "

prlPtically targeted so as to maximise the Bush administration’s discomfort.
Egrl instance, they were to include Harley Davidson motor.cygle_ exportti? fraorig
Wisconsin, steel exports from Pennsylvame} and West Vu.'g}maf, texp];ida
apparel exports from North and South Carolina _zmd orange ]U.ICC r(v)mele‘:torai
the state governed by Jeb Bush and the location of the dlla.matlcthe ctoral
recount which finally allowed his brother G.eorge W. Bus }: 1;%) © White
House. In November 2003, the WTO ruled in favo_ur‘of the I gnA [rad
Commissioner Pascal Lamy quickly w:arned that tariff .r‘etahatlo-rl{ 1153 :Cembe%
certainty’ if the US did not remove its safeguard tariffs by mid-

51 -
20(31.1 4 December, the US backed down® — bl.lt not necessarilyA because (:
either the EU or the WTO. Rather, th§ steel tariffs have bad negathve ic;?/se °
quences for other key American industries, such as the car mfc?ustré.h . z)xmean;
a propitious rise in world steel prices :an.d del}land, especially 1onf1f [ uza,use ant
that it was easier for the Bush admlmstre'mon to drop thle tariffs 7eete e the
relatively inefficient US steel industry will be better able to comper Steelcis
inflated market.”* However, this roupc! of ].EU.—US'o Fonfrontat1o11l 0\21 \ el is
unlikely to be the last. There are striking similarities betweep t 1ej difficaldies
that the EU has in reforming its CAP anFl those th‘flt US adelmsira 1] ns have
persistently encountered with the American steel mdustry.. urt flilrl 1U5’Stee1
rise in world steel prices may well defer necessary restruct.urlmg (')11 1ece sl
industry, and once prices drop again, as tbey almost clertafm y w1Ct i(?)l; © China
fully develops its stleel-exporting potential, the cycle of prote

imination is liable to resume once more.

rec"rl"lllzle;neaztllr(;nnlimerous other trade issues over which the EU and the USCha;(i
clashed in recent years. For instance, the US crled foul OZCI the Europeam_t dOlb
mission’s decision to allow production of the Airbus AJSO to l?e sup%mthe reh};
government loans. This effectively condongd state subsu:llsatlon. anA efican
gave the European conglomerate a competitive advantage over its m‘tones
rivals.** Likewise, the US is deeply sqspiaous abou.t the pro;ectlomsttovei‘OVide
of proposed EU regulations on cherrpcals that require manu a.cturercs1 (ztISD vide
extensive details of health and envu‘opmental effect.s of their p‘r'(?1 u l’.tariffs
versely, in 2002 the European Commission complained about cli eiis Jawitt
imposed by the US Department of Cqmmerce on Eurppean pro l;]C o ow
enriched uranium. In June 2003 it instigated WTO action agamslt t efor o
‘zeroing practice’, an accounting procedgre for calculathg pena tlises x dump
ing goods on a market at below cost-price. The Commission arg
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discriminates against EU exporters in trade worth several hundreds of millions
of dollars per annum. And there is an ongoing row about foreign sales cor-
porations. Partially in retaliation for the banana war, then EU Trade Commis-
sioner Sir Leon Brittan launched a WTO case against FSCs on the grounds that
they provided US companies with illegal tax concessions worth some $3.5-4
billion per year and therewith conferred upon them a substantial advantage in
international trade vis-g-vis European competitors. This action was particu-
larly contentious as FSCs had previously been sanctioned in a deal concluded
within GATT in 1981. Nevertheless, just months after the débicle of its Seattle
Summit, where trade negotiations collapsed amid a cacophony of protest,
rubber bullets and tear-gas, the WTO upheld the Commission’s complaint. It
also authorised the EU to impose some $4 billion of countervailing tariffs,
which the EU is increasingly likely ro levy should Congress spin-out inter-
minably the rewriting of the offending sections of the US tax code.

In addition to issue-specific trade clashes, EU-US trade relations have been,
and continue to be, riven by problems stemming from their mutual application
of extraterritorial measures. This has taken several forms. The first is the
extraterritorial application of their respective anti-trust policies; called com-
petition policy within the EU. In the past, the ECs/EU often complained when
US attempts to enforce its anti-trust laws outstde its territory impinged upon
businesses based inside the Communities. However in recent years, and par-
ticularly since the 1990 Merger Regulation,™ the EU has also been increasingly
assertive in its scrutiny of, and intervention in, mergers and acquisitions in
other countries — something that has generated predictable angry reactions
within the US. According to the provisions of EU competition policy, a merger
of companies requires the approval of the European Commission, the Union’s
anti-trust authority, if the following conditions are met: a combined global
turnover of all companies involved of more than €5 billion, and an EU-wide
turnover of more than €250 million by at least two of the companies involved.*
Since these conditions are not applied exclusively to EU-based companies, a
number of purely American mergers fulfilling these criteria have required the
approval of the Brussels-based institution.

The objective behind the EU’s competition policy is, naturally, very much
the same as that behind US anti-trust legislation, namely to avoid the building
of oligopolies or, worse, monopolies, and hence to maintain plurality and a
high level of competition in their respective domestic markets. Therefore, when
the European Commission approved in 1997 the take-over of the American
aircraft manufacturer McDonnell Douglas Corp. by its domestic rival Boeing
Co., it only did so on the condition that Boeing cancelled its exclusive supplier
agreements with American, Continental and Delta airlines. The idea behind
this was that because the global aircraft market was already an oligopolistic
one, in other words a market with comparatively few suppliers, the merger
without such conditions would have given the new combined company too
strong a position in this global market. Some American commentators quickly
complained that the EU was now engaged upon actions that it had bemoaned
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when taken by the US authorities. Others sugpected more 'cynical .motivations.
They feared that the. Commission was using competition pohcyl.to bo.ost
European producers because the cancellation of the ex.cluswe supplier agree-
ments by Boeing gave Airbus, the company’s.European rival, at least the oppor-
tunity to vie for additional sales.”’ . B _ o

Another example of the EU applying its competition policy extraterrltqua}lly
was the merger of American Online and Time Warner. Here th.e Comngssmn
made its approval of the deal conditional upon the two companies severing all
ties with the German media group Bertelsmann. Even more controversial have
been instances where the Commission has actually bloc}(ed the mergers of two
US-based companies. The first time this happened was in June ;OOO, when the
institution refused to approve the take-over of the US’sW thlrd—largest. tgle-
communications company Sprint by its rival \'X/.orldCom;‘ The Commission
encountered even heavier criticism over its dec1sq190n to block a proposed takle-
over by General Electric of Honeywell in ZQO}.‘ .In these anc} other cases, the
Americans often suspected that the Commission mteLjpreted market domina-
tion” in a rather generous way, taking into conszlderatlpn not only th«; n'umI.Jer
of suppliers or their market shares, but also their quality or the §opl1lst}cath111
of their products. With EU production .in the so-called future mdus_tl"les snll
Jagging somewhat behind that of the US, it was fegred that EU C-OmPCtlthn.{)O -
icy could be used to prevent American companies from dominating markets
through their technological leadership.* .

A different case in which extraterritorial measures have groused strong
EU-US disagreement is the application of extraterritorial sanctions w1th1}1 for-
eign policy strategy. Herein the EC/EU has b‘een the principal .colmpla;n:int,
which is perhaps not surprising given the relatively recent and sqll incomp etg
development of CFSP. In Chapter One it was poted hqw daxjnggmg to EC.—U
relations was the Reagan administration’s unilateral imposition of sanctions
against American subsidiaries and licence—hqlders in Western Europe that were
involved in the Siberian pipeline project. This, however, is far from an lsolaFed
instance. Such US policies have continued in the post—Cold War era, somethl.ng
that owes not least to domestic political pressures and an increasingiy assertive
Congress. Consider, for example, the Hglms—Burton .Act and the Iran—ljlb.ya
Sanctions Act. Both of these were passed in 1996, which was a year .of plCS%d-
ential and congressional elections, and sought to pr'omote‘US forelgn pohcz
objectives vis-a-vis undermining Castro’s communist tegume i Cuba and
deterring Iran and Libya from supporting terrorism, acquiring WMD an
undermining the Middle East peace process. The problem for EU-US economic
relations was that Helms-Burton legislation contained clauses that provided for
the extraterritorial application to EU companies and individuals of the US eco-
nomic isolation of Cuba. Similarly, the Iran-Libya Sanctions Act' cgntalged
extraterritorial provisions designed both to increase _Iran’s economic isolation
and to guard against American companies bemg dlsadvantaged on accoun(;
of their government’s legislation vis-a-vis their competitors from Europe an
elsewhere. Specifically the Act empowered the US President to impose two
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countermeasures, drawn from a substantial list, upon any foreign company
that invested more than $40 million annually in either the Iranian or Libyap
energy Sectors.
These US actions were wholly unacceptable to the EU because of theijr
unilateral nature, extensive extraterritorial implications and because they
went against both the economic interests of EU member states and the Union’s
preference for policies of engagement rather than of isolation/confrontation,
Pursunant to Section 301 of the EC Treaty, a joint action was established within
CFSP that provided for the EU to pass its first-ever blocking statute. This effect-
ively neutralised the extraterritorial US measures by prohibiting any EU sub-
ject from participating in, or abiding by, the judgements of US courts and by
providing for them to secure through the European courts compensation from
the US for any damages incurred as a consequence of the relevant US legisla-
tion. In addition, the EU appealed against the extraterritoriality of the US
legislation to the DSB of the WTO. Even though the EU case before the WTQO
was far from watertight given that it concerned investment rather than trade,
it was sufficient to force a compromise. In April 1997 the EU agreed to suspend
its WTO action and the US agreed to suspend continuously Helms-Burton pro-
visions that enabled private law suits. In 1998 a more comprehensive deal was
reached that, whilst not ending the dispute, provided for a negotiated stand-
off. Waivers were secured for the EU and EU companies under both Acts, the
US promised greater self-restraint on future extraterritorial legislation in an
agreement on Transatlantic Partnership on Political Co-operation, and the
EU and US agreed greater commonality in dealing with investments vested in
illegally expropriated property.*’

It is a measure of EU-US economic interdependence and mutual political
will to nurture their bilateral relationship that each has continually sought
to develop understandings that mitigate tensions and facilitate trade. For
example, they have concluded mutual recognition agreements (MRAs) that
currently cover electromagnetic emission, telecommunications equipment,
pharmaceutical manufacturing practices and off-road vehicle emissions.®* Like-
wise, increased transatlantic friction over extraterritoriality prompted the
creation in June 2000 of a Working Group comprising the European Commis-
sion and the US Justice Department, which is responsible for American anti-
trust policy.* However, it is also important to recognise that EU-US friction
is not confined to their trade relationship. Consider, for instance, monetary
issues and, in particular, the dollar—euro exchange rate and how this has been
managed, or not managed, over time.

The US was for some time rather sceptical about, if not positively ignorant
of, the seriousness of EU intent to establish EMU complete with a common
currency.® It was certainly the case that EMU was driven primarily by calcu-
lations of internal benefits to the EU, stemming especially from irrevocably
fixed exchange rates and the surrender of national currencies to a common cur-
rency. This removed exchange rate risk, eradicated the need to pay for currency
exchange transactions and made prices comparable and therewith transparent
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«s the entire eurozone. Yet that the euro, as the common currency qf the
aCrosd’ largest economic bloc, also had the potential to rival the dominant
worlh':hert%) occupied by the US dollar as the global reserve currency has_never
role cllenied by people writing on, or speaking for, the EU. For some thlS.Wa’s
bee? additional reason to adopt the euro, for it would ref.lect. the Un.lon s
oo an‘c and (to an extent) political standing and increase 1ts mte;rna.nopal
ecor1}1(1)mlOthers feared that a strong euro portended transatlantic friction Oﬁ?vmg
proUSe;ensitivity for the dollar’s status as the dominant reserve Curtency.-
© The euro was launched on 1 January 199? atan exﬁcbhax?ge rate to th(lf) QSfdol(;
jar of €1 = $1.17 and took an almost immedxatg dive.®® With only two r;e uz:}riil
rather unspectacular recoveries, this trend continued for almosl; tw;)oygg 657 el
the exchange rate bottomed-out at '€1'= $0.84 on 24 Novelmf er and'as his
unexpected and quite severe depreciation tempered t%le eailr y elerj’ nd as }l)J Séd
tions of those who saw the euro as a r1'val to the dc_>llax as the \(;jv.m ls most used
and important currency.®® It also inspired accusations, often 1re}c1t y ta ddressed
at the European Central Bank (ECB), th{it the euro was no; t fe.s r SSgSUCh
stable currency that the ECB and the Umon.had promised. In a{rne ,inSide
promises had usually referred to the pufchasmg power of the.cur}el;cy nesde
the eurozone and hence to the ECB’s principal mandate to mal?Fam( ow i
tion. As far as the external value of the euro was concernecl,EtCl:lg was 1-1;1)]61688
ECB’s responsibility.” It is indicative of the pressure that the Ch nexgegr fess
came under to justify the situation that its first pre&dent,.\X/l‘m Cllnsep ;gl, vas
forced to defend the currency’s declining value as reﬂectuTg, 1730re ominantly
strength of the dollar rather than the weakness of.the euro’. " e

Whilst the steady depreciation of the euro against the dollar wasl cri ed

from within the EU because it meant that the_ currency was notd P }aly“[ljgmon
international role it should have done,” criticism f1.‘0m b.eyon t e:i on
centred around quite different issues. The ever-weakening cg}rencl:ly 1321 e E; o
zone exports steadily cheaper on the vyorld’s.markets tradlthna y qltruation
by the US dollar. American exporters in partlc.ular faced the mvers; 51 u Orts.
The continuous appreciation of the dollar against the euro made t end _ef)g[::ult
comparatively more expensive and meant that they had mc;e;asmg rle hearz
in selling to the eurozone. As early as 1999, the first complaints we ord
about the EU not doing enough to help the euro recover. Alan Greefnspal(rjl,that
Governor of the Federal Reserve, the central'bank of the US, even feare hat
this could lead to renewed calls for protective measures as Americans w
‘losi ith in free trade’.”” .
los’ll"r}llge f];illlJt consequently attracted increasing criticism, eisp{ea.all)}fl frC(‘)nlll theTli‘Si;
for not doing enough to support the Valqe of the euro vis-a-vist ed 0f arl.e b
was understandable from the perspective of US busm.esses and l(l) the 0
administration, not least because the euro’s decline against the doﬁa'r S]t—l]r(l;lw
lated an EU export boom and contributed to a record US tr?cj“e de <;1t. could’
though, could a ‘correction’ in the exchgng'e rate l?e thleved. nd w ]C')n mterz
or would, be able to do it? The ECB’s prqulpal pbjectnve wasltlo malntalt N
nal price stability with a secondary consideration of generally supporting
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economic policies of the EU, as formulated by the Union’s Council of Eco-
nomics and Finance Ministers (Ecofin). The Bank could have made the eurq
more attractive by raising interest rates. However, these are first and foremost
tools to fight inflation, and already this was low with economic activity weak-
ening within the eurozone. In fact, the ECB was under pressure to cut interest
rates to stimulate economic activity and could consequently do little to influ-
ence the exchange rate other than to discourage further depreciation of the
euro by maintaining interest rates slightly higher than otherwise necessary. The
other alternative was for the EU and/or its member states to undertake struc-
tural reforms of, most prominently, over-generous welfare systems in countries
such as Germany, France and Italy. Although such steps would have gradually
made the euro more attractive, structural economic reforms of such magnitude
are politically very difficult, of a long-term nature, and hence would have taken
some time to make their respective effects felt on the exchange rate. Besides, the
urgency of reforms was somewhat disguised because the low value of the euro
worked as a huge export promotion programme for the Union and conse-
quently hid the true scale of the structural discrepancy between it and the US.”

it is important to understand that these EU-US differences over the
euro—dollar exchange rate and the problems of adjustment are not simply the
product of the euro being a new currency but are actually embedded in very
different economic philosophies. The eurozone has emphasised maintaining
low inflation and the objective of steady growth in order to avoid ‘boom and
bust’ cycles. In consequence, it operates under self-imposed criteria that have
encouraged tight macroeconomic control and even fiscal tightening. For
Instance, recently the ECB has only slowly cut short-term interest rates by 2.75
per cent in a bid to stimulate growth whilst keeping inflation below its man-
dated 2 per cent average across the eurozone. Also, whereas the US is seemingly

-unperturbed by its approaching a 6 per cent budget deficit, the maximum such

deficit allowed in the eurozone is 3 per cent. Already in 2003 Germany, France
and Portugal have all breached this ceiling agreed under the Stability and Growth
Pact and face consequent action by the European Commission. In contrast, the
US is in a strong Keynesian phase in which it has prioritised economic growth
and employment through a macroeconomic and fiscal loosening designed to re-
ignite the American economy. For instance, the US Federal Reserve has slashed
short-term interest rates by 5.5 per cent and a surge in government spending
since the Bush administration assumed office has transformed the federal budget
from a 2 per cent surplus in 2000 to a 4 per cent deficit in 2003. The US has also
been critical of the eurozone’s corporate capitalism, fiscal restraint and failure
to liberalise its labour markets, which reflects transatlantic differences over
economic philosophy and the appropriate balance between individualism and
social solidarity. The IMF has similarly both criticised Europe’s welfare burden
and inflexible labour markets as contributing to the eurozone’s weak economic
performance and suggested that a liberalisation of Europe’s employment and
product markets to the American model would result in a 10 per cent increase
in the region’s output. Interestingly Britain, which is not bound by Stability and
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Growth Pact criteria, has cautiously followed the US trend towards fiscal and
macroeconomic loosening and in recent times has generally outperformed the
big three eurozone economies of France, G_ermany and Italy.

Since late 2000 there has been a dramatic reversal of fortune and the euro~
dollar exchange rate at the end of 2003 is the cgmplete opposite of what it was.
The first recovery of the value of the euro against the US dollar took pl7a4ce in
early 2001 when the first signs ofa slowmg US economy were dlsce-rngd 7* The
euro subsequently weakened again until the events of 11 Septembel 2 .() 1 once
more reversed this trend. The real shde of th§ uUsS dqllar aga.mst the eu1lo, l'mw‘
ever, began in early 2002, and as it became x.ncreasmgh evident thatd t *_xe ?Va_
sion of Iraq had been and would for some time remain a costly underta nl;g,
the dollar reached an all time low of just under €1 = $1.25 on 29 Decem ler
2003.75 Not surprisingly, the tables have turned as far as .complamts about tlxe
consequences of this new situation are concernedt Now itis theh I?uropéa 117séw uc)i
are complaining that the weakness of the dollar {s.hurtlng theu expoxfs,~ ‘ an
it is the Americans who stand accused of positively talking their currency

77

dovlglrcl)'wever, the significance of EU-US arguments over the euro—glolllar
exchange rate does not stop here. Rather, it is inextricably bound up in the
wider global economy. As aforementiqned, the recent globgl economic upturn
has relied heavily on US economic performance, which has in turn rehed.upon
America spending beyond its means. There is a fierce debate. about for how.
long this is sustainable and what will happen once thf: US either chooses o;
is forced to reduce its deficit. Closing the deficit is .dlfﬁc.ult because the U

economy is growing faster than others are and American imports far ou.ts(iup
exports. For instance, in 2002 US imports tgtalled $1.4 trllllqn cgmpgue .zlo
exports of $974 billion. The method of ad).ustment, .rther like in tl 1 e. mid-
1980s, is consequently liable to be a substangal depreaapon of the.do, aL: {Fst
how great a depreciation may be required is reflected in economists’ predic-
tions that a trade-weighted dollar depreciation of between ;O and 50 per cent
will be needed in order to bring the US current account deficit down to around

-3. cent of GDP.” . o

’ %"flepleli/IF has underscored that this is not merely a hypothetical p0551.b1hty.
It warned in its World Economic Outlook in September 2003 that Flesplte thef
post-2001 depreciation of the dollar ‘the possibility of a rapid reahg’ngl?l?lt o

the major currencies carries a significant risk for the global economy’. 1esc,{e
risks for the EU and the wider international economy are potentially pll‘ofoun .
Even if the dreaded dollar crash and financial meltdown could be avoided, tllﬂe
euro might still be driven upwards of two dollars. Already it has borne the
brunt of dollar depreciation — since early 2002 the dollar has dropped ZOdPer
cent against the euro compared to 8 per cent on average agast 1ts tré ing
partners. This owes both to the added sensitivity to exchange rate ﬂu.ctu.atlo{l
of currencies that float rather than those that are pegged and to the active inter-
vention of Asian governments to prevent their currencies from appreciatér?g.'f\
further rapid appreciation of the euro could extinguish the eurozone’s fragile
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the tone for the international economy. And with such power comes gres
responsibility. For instance, their exchange rate (in)stability has signiﬁc;m:
repgrcussions for economies across the world, as do the balances between both
their relative growth rates and between their import—export ratios. Thejr
macroec.onom.ic co-operation or otherwise, along with that of other major
economies, will also help determine the seriousness of the economic repercus-
sions of the eventual adjustment of the US deficit. Furthermore, as the EU and
US both pursue competitive liberalisation, their relative priorities within this
coupled with their relationship within the WTO, will affect substantially thé
future fragmentation or unification of the global trading system.
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_ CHAPTER |

The EU and security in
Central and South-Eastern
Europe

Europe was the most logical region for the EU to d.evelop itg credentials as a
leading post-Cold War security actor. Yet the region constituted a security
environment more challenging than many first imagined. The East-West ideo-
logical divide was replaced with new divisions such as dlffel'enFlated member-
ships of key security institutions, grave differences in economic development
and environmental security and a new psychology of insecurity prevalent espe-
cially in the geo-strategically homeless of Central and Eastern Europe._ The
removal of Cold War overlay gave rise to a number of vulnerable new mdg-
pendent states and to a potential security vacuum, unleashed secessionist
conflicts and required more ‘peace’ operations on European soil than in any
other region of the world.! It also facilitated East~West transnational crime
and encouraged migratory pressures. Borders became more vulne':rable, wealth
inequalities provided push and pull incentives, drug trafficking from the
Golden Crescent through the Balkans blossomed and new criminal opportunit-
ies were afforded such as human trafficking and the smuggling of firearms and
nuclear materials.? 4

This chapter assesses three aspects of the EU’s response to these security
challenges in its ‘own backyard’. The first section examines its efforts to
stabilise Central and Eastern Europe through, principally, the enlargement
process. This has seen co-ordinated cross-pillar activity, a prioritisatiop of
JHA issues as external policy towards candidate states became progressively
‘domesticised’, and a difficult balance struck between maintaining EU internal
security and exporting security to CEECs. The second section examines the
EU’s role in South-Eastern Europe and explores its very mixed record in hand-
ling security challenges posed by the disintegration of Yugoslavia and con-
sequent Balkan instability. The final section places EU aspirations to a leading
role in European security in the wider context of an evolving post-Cold War
security architecture and of the different security preferences of its leading
member states.



