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It is a really great honor for me to be speaking to the European Atlantic Group
today. After taking the kind advice of Mrs. Dangerfield, | changed the name of my
talk. To be frank, I felt a bit hesitant at first and have some reasons for this:

Number one: Prime Minister Tony Blair launched a net debate on his web site
immediately after his visit to China in October 1998 and his titte was i Chi na and t h
We s t Sodt may seem like a clone of his idea.

Number two: It is true that the west as a geopolitical term has long been accepted

generally but, judging it from a strictly academic view, it is rather ambiguous. The

OWestd normally refers to countries in Weste¢
countries are by no means a unilateral entity and are not even an informal block. They

share a lot in common but their differences from one another are just as great. Each

has its own individual character and no one can represent the others. In most cases

they have to be dealt with one by one.

Number three: When talking about relations between China and the West you have
to touch upon some history. As a matter of fact, this is not a very pleasant part of our
relations. China has suffered a great deal in the hands of many of the western
countries. Since the mid 19" century, China has not been treated well over a long
period oftime. But Chi nads people are, of course, ve
indulged in the past bitterness in conducting these relations with other countries. They
are always grateful to those that have done some good to China. There is a well known
phrase in China: 6 Never f or ge tWedadve takérr a pesitidesafiitude of
looking forward and not backward and have not required them to pay us back in their
own coin. Nevertheless, history should serve us a good lesson. These old practices
should not be repeated today.

When the Peopleds Republic of China was form
desire to form relations with all countries in the world based on mutual respect and

equality. But this idea was ignored by most countries in the west until the early

1970s. By then the west began to unfreeze their relations with China sincerely

because they, as well as China, were deeply concerned about the expansionist threat

of the former Soviet Union. China was somewhat regarded by the west as a kind of

strategic partner and there was a period of development of relations between the west

and China. From the 1970s most western countries established diplomatic relations

with China and both Britain and the Netherlands upgraded their relationships to
ambassadorial levels.
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Since Chinads adoption of a policy of open
between China and the western countries have grown to a new height. Again there

are changes taking place in the world situation with the conclusion of the cold

war. Some people in the west began to wonder if there were any strategic reasons

but some people even view China as a potential rival or enemy. This has caused a

lot of ups and downs in the relationship. Such suspicions and allegations are a

complete blunder.

The general trend of the world today is that the world needs peace and peoples want
co-operation.

Like the people in the rest of the world, Chinese people are not afraid; and have paid
the heavy price for the cold war and the confrontations of the last century. In the
Second World War, China fought against fascist forces for as long as eight years and
over 30 million people lost their lives.

We hate to see any hot war or cold war break out in any part of the world. We hate to
see any county or group of countries pushing against others with politics. We hate to
see any more widening of the gap between the North and the South, the rich and the
poor. We honestly long for lasting peace for a new and more fair international political
and economic order and a real democracy in international relations.

It is true that we have made tremendous progressinthelast20years and our peopl
lives have improved dramatically but we are soberly aware that we have a long way

to go. It will take us at least 50 years or even a century or more for China to be really

built up. Stability at home and peace abroad are the prerequisites for the further
development because no country can engage in serious construction in a chaotic

situation, domestically, regionally or in the world.

The person of China accounThefaathattBiidsuohd t he v
big part of the wor | dés popul ation could | ead a peac
beyond any doubt to a great contribution to mankind itself. Chinese people do not

only think of themselves and their own interest. We strongly aspire for common
development and prosperity for people all over the world and we are willing to work

together for that in the future.

| believe we can have a correct assessment of the relations between China and the
west only against such a background.

As you know, | have served in both Canada and the US and looked after our
relations in North America for over ten years. Sino-US relations have been one of the
most important in Chinese foreign affairs and, from my own experience; it has been
one of our most complicated. In truth it is much more complicated than our relations
with Western Europe.

When | worked in the office of foreign affairs for America, my colleagues would often

joke with one another that they were lucky to do the job because we experienced
happiness, bitterness, soreness and hardship alternately in a short period of time.
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The development of US-Chinese relations shows that there are no insurmountable

barriers. It is clear that further development of relations between the US and China

would benefit the whole world. A former leader Mao Tsetung told British Field Marshall

Bernard Montgomery in 1960 that China does not view Britain and France as a threat

toChina. nWe hope to see Britain amXnui&yl8ebbee gr ow
told a visiting French Parliamentary delegation there are two fundamental points in

common between us.

1. Neither of us allows any big power to play the bully with us nor do we let ourselves
be controlled or hurt by anything capitalist of socialist.

2. Our two countries hope to enhance our economic cultural context. The relations
between Western Europe and China have changed dramatically

Now both China and Western Europe are rising forces in the world and their common

interests have grown stronger. China has also become a member of the UN Security

Council and is the 7™ largest economy in the world. If you combined the population of

the two sides it would count for 27% of the
people.

All this has put a heavy responsibility on our shoulders and has called us to play a big
role in maintaining world peace and permitting common development. | think the solid
foundation has been laid down and for the future development.

1. Neither China nor Europe regards the other as a threat, rather as a sound partner
in co-operation. In December 1995, the EU adopted a document of long term policy
on China and EU relations. In November 1996 the EU Commission put forward a
strategy for China. On the 29™ of June 1998, the EU Council of Foreign Ministers
debated and adopted a new document on the establishment of a comprehensive
partnership with China, deciding to elevate the level of China to equal importance to
that of Japan, the United States and Russia. In April this year, a document addressing
the relationship between China and the EU was developed. In April 1998, the first
meeting between the Chinese and the EU leaders was held in London and the two
sides issued a joint document stating the need for improved relations between China
and the EU.

Since 1994, the two sides have maintained frequent mutual visits. There have been

eight high level meetings, ten dialogues on human rights, five forums on justice and

two conferences on womenos Allthasdhawe ddvglopedh e end
depth and maturity of the political relationship between China and the EU.

2. The EU is Chinads third | argest trading pa
trade value between China and the EU has increased vastly. In 1997 it was 44 billion

US dollars, $48.86 billion in 1998, $55.68 billion in 1999 and $72.9 billion in the year

2000. The first six months of this year has registered a further increase of 15%. The

EU countries are also important investors in China.

3. Both the EU and China boast a splendid cultural heritage and a fine tradition of
civilization. They can learn from one another in order to further social growth and
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enrich their spiritual lives. Our world is rich and colorful, the basic feature of human
society and also the driving force behind the progress of any civilization.

| for one strongly oppose the doctrine of clashing civilizations. 1 think promoting
harmony of all civilization will benefit all and provoking conflicts among different
civilizations will cause severe problems.

4. There are differences between China and the EU owing to differences in history,
cultural, society and a different level of development, and we are trying to find a
constructive way to handle our differences. That is through consultative dialogue on
an equal basis. Friendly consultation will promote mutual understanding, a helpful,
informal solution to our differences. Conflict as history has taught us will lead to
nothing.

The coming 10 to 20 years are a crucial period for China. The Chinese people are
facing the very difficult task of developing China. In the year 2010 the GDP will have
doubled from the 2000 figure. In 2000, the GDP was around $1 trillion so in 2010 the
GDP will be something like $2 trillion.

We hope that by the year 2050 Clonpragranwd | | re

t hat is one year ahead of 2049 the one hunc
Republic of China.

For this we need to complete several tasks.

1. Completely restructure our economy.

2. More effort on development of the west of China

3. Thegr adual ur bani zation of Chinads vast cout
All of that is not easy. The world situation is a bit difficult right now. The world

eeconomy has slowed down, particularly after the tragedy in New York and

Washington on the 11" of September. These events have had a very negative effect

on the world. But still China has maintained the vigor of developing because mainly

we put our efforts in domestic markets. But still we need help and support from the

world community and we have seen some opportunities. Most recently is the

possibility that in November, China will be admitted to the WTO, this of course will give

numerous opportunities and challenges as well.

Anot her I mportant opportunity IS Beijingos

2008. Although we will not receive any benefit from the games themselves, preparing

for the games could be a gr eAascdordiny aooegpert f or C

analysis this could help Chinaés GDP to

And so China has great opportunities in the future and we hope the Western European
Countries will join China in its development. Our door will open wider and our reform
will continue through to the end. Let us work together for a better and more beautiful
future.

T
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NORTH AMERICAN FREE TRADE AREA

by
The Honourable Roy Maclaren
Canadian Minister for International Trade

I would have liked to use this opportunity to describe North America's
- strong and vital relationship with Europe. Instead I find myself contem-
 plating two Continents that are in danger of drifting apart.

This trend cannot be said to be the result of a conscious policy choice
on either side of the Atlantic, although the relationship certainly does suf-
fer at times from a sense of benign neglect. Our difficulties, more struc-
| tural than political, seem to be at a deeper level — an inability to move from
a Trans-Atlantlc relationship, defined primarily by strategic imperatives,
to one defined increasingly by our shared economic interests.

There can be little doubt that the end of the Cold War has served to
weaken the strategic ties that bound our two Continents together for
almost fifty years. Until the collapse of the Berlin Wall in 1989, it was
largely fear of Soviet aggression that kept the West together in a defensive
Alliance. Trade and economic disputes certainly arose, but rarely were
they allowed to damage the solidarity induced by the Soviet threat. Now
that threat has largely disappeared, and with it the pressure to overlook or
subordinate economic disputes.

Gone too are the ideological foundations that underpinned our strategic
alliance. The Cold War was not primarily a war of economies, but a war
of ideas and of systems. In politics, it was a struggle of Liberal Democracy
against collectivist Totalitarianism; in economics, a struggle of open, com-
petitive markets against stifling central planning and state ownership. But
to paraphrase King George V. “we are all capitalists now-a-days”.
Moreover, global events are increasingly driven by technological innova-
tions than by ideological convictions. Just as it is sometimes difficult to
identify the “enemy” in an international arena defined primarily by the
interplay of economic forces, so too is it more difficult to identify the val-
ues and ideals that still bind us together.

In essence, then, North America’s post-war strategic partnership with
Europe has given way to growing economic rivalry to which we both seem
unable to adjust. The most obvious expression of this is the rising pressure
on each side of the Atlantic for exclusionary regional blocs. Europe, pre-
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occupied as it is with recession, unemployment, an ill-defined eastern
border and continued turmoil in the Balkans, seems to some in North
America to have turned increasingly inward on itself. Only a short time
ago, “Europe 1992” was held up as a model of openness for the world.
Now these same policies of regional liberalization and harmonization
seem rather less admirable if one additional goal is to reduce or even shut
out Global competition, especially from low-cost producers in Asia and
America. Regardless of the lip-service paid to openness and liberalization,
the impression among some in Canada is of a Europe wary of Global-
ization, disillusioned with Free Trade, and beset by a Fortress mentality.

North America too has begun to consolidate its own internal arrange-
ments, partly in response to developments in Europe. For some, the recent-
ly signed North American Free Trade Agreement is but the first step
toward a closed, self-reliant hemispheric bloc — a way of securing
America's economic hinterland in a world of rising competition and
declining market share. Even for those who do not share this parochial
view, it remains true that North America’s policy focus is shifting increas-
ingly to the Asia-Pacific region, and to the fast growth economies of the
South China Coast — and if only implicitly away from Europe.

The danger of this trend for Canada cannot be overstated. Europe
remains our next most important economic partner after the United States,
regardless of perceptions to the contrary. Last year our merchandise trade
with the Countries of the European Union was valued at 25 billion dollars,
or approximately 14.5 billion pounds. Britain alone is the third largest
market for Canadian exports worldwide; the second largest importer of
Canadian manufactured products; the second largest supplier of direct for-
eign investment — and so on. The paradox remains that if our foreign rela-
tions can be characterized by increasing indifference, even isolation, our
economic relations are only deepening.

How to rebuild a critical Trans-Atlantic bridge? No doubt there are a
number of existing institutional tools such as NATO or the OECD that
could be employed more effectively to further our mutual interests. But
if we are indeed living in an era when “Political Diplomacy” is giving
way to “Economic Diplomacy”, then any meaningful effort to strengthen
relations between Europe and North America must be primarily econ-
omic in nature.

One constructive step would be to commit ourselves to a policy of
“Open Regionalism”; the notion that existing Continental arrangements
should be defined less by regional exclusivity than by a shared commit-
ment to deeper levels of Free Trade — a GATT-plus if you will.
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~ The New Government of Canada supported the North American Free
Trade Agreement on the understanding that the three members — America,
Canada and Mexico — would work together to clarify the continuing and
‘vexing questions of what constitutes a subsidy, of how dumping should be
dealt with in a Free Trade area, and how the dispute settlement procedures

" might thereby be more prompt and effective. Such improvements in
NAFTA would render it more open and accessible. But beyond that,
Canada supported the North American Free Trade agreement on the
understanding that it would become just that — a non-discriminatory, com-
prehensive free trade regime fundamentally open to all countries prepared
to abide by its rules and disciplines. A clear commitment to enlarging the
NAFTA Free Trade zone, we argued, would not only expand market oppor-
tunities for existing Members and help reduce the perceived dominance of
the United States; it would also contribute to the greater goal of trade lib-
eralization world-wide, by setting in train an external dynamic to reduce
Tariff and Non-Tariff barriers.

For this reason, Canada will do what it can to facilitate the broadening
of the agreement. and we shall continue to assert that prospective NAFTA
partners need not to be drawn solely from Latin America, although Chile,
Argentina and perhaps others in the region are clearly candidates for inclu-
sion in itself. There is every good reason to avoid the proliferation of bilat-
eral trade agreements that have begun to characterize the Western
Hemisphere. And there is every good reason to recognize that the access
clause of the NAFTA text does not speak of “Western Hemisphere
Countries” but simply “countries”. For their part, Singapore, Australia,
New Zealand, and South Korea have, in various ways, all expressed inter-
est, even a special relationship, with the European union — a New Atlantic
Bridge — cannot be beyond our collective wit if the political will can be
generated on both sides. The point is that, used constructively and dynam-
ically, our regional trade arrangements can serve to buttress, rather than
undermine, the Global Trading system.

Yet perhaps the single most important structure for bridging the Atlantic
in the years ahead lies with the newly-formed World Trade Organization.
After fifty years, the WTO will finally put international trade on a firm
institutional basis by becoming, as originally envisaged at Bretton Woods,
the third pillar of the world’s economic and financial structure, along with
the World Bank and the International Monetary Fund. It will oversee the
operation of the agreements on trade in goods, services, intellectual prop-
erty, investment and other technical agreements that make up the “single
undertaking” we in the GATT have accepted. Most important, the new
World Trade organization will set in motion a process of economic liber-
alization and harmonization which, if successful, will ultimately render
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meaningless any notion of regional exclusivity. In short, in a world of true
Free Trade, preferential regional agreements will melt away like the snows
of yesteryear.

If only for this reason, Canada intends to promote a quick start to the
work of the new WIO. We shall actively encourage the International
Community to elaborate more fully a forward-looking work programme
that reflects Canadian interests as well as the new issues — especially trade
and the environment — and the possibility of replacing anti-dumping
regimes with a true competition policy — that have arisen through greater
global integration. Canada shall also actively encourage means by which
the WTO, the World Bank, and the IMF can coordinate their efforts to
reach mutually reinforcing policy objectives. And we shall actively
encourage the prompt and meaningful accession of China, Taiwan, Saudi
Arabia and Russia to the new regime of rights and obligations.

What will be the relationship between Canada and Europe in the years
ahead? It is surely for us to decide. The most cursory reading of Canadian
History reveals the great extent to which our culture, institutions, and
economy have been defined by ties to Europe. We began as Colonies of
European Powers: First of France, then of Britain; our population reflects
the strong impact of Eurepean immigration; we have collaborated in the
prosecution of Wars and in the maintenance of Peace; our common mem-
bership in International organizations such as the United Nations, NATO,
the DECD and now the WTO should provide a dynamic context for rein-
forcing the commercial, social and cultiural linkages that bind us together.
But we also need the courage to face the new realities, to change and
adapt, to form new arrangements to reflect our new relationship. Of one
thing I am certain — North America and Europe will need each other at
least as much in the days ahead as we have in the past.

(Speech at St. Stephen’s Club, Westminster, on 28th April 1994.)
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NUCLEAR POWER IN EUROPE

by
THE LORD MARSHALL OF GORING
Chairman, Central Electricity Generating Board

~All of us must have at the forefront of our minds the dreadful nuclear
accident at Chernobyl, and I had the privilege of attending the Vienna
review conference at which the Russians gave a full, frank and complete
report of the Chernobyl events. I believe I am the only Member of the House
of Lords who has had that opportunity and my remarks will be entirely about
that event and, as far as possible, I shall use the vocabulary and language
- which the Russians themselves have chosen.

As you all know, the Chernobyl accident was a severe disaster and for the
first time civil nuclear power has definitively caused human casualties—
thirty-one people have died. They were mostly reactor operators and firemen
~who coped with the accident during the first crucial few hours after it had
~occurred. The long-term health effects of the accident, however, are less than
~was first feared. The Russians themselves, who seem anxious not to under-
state the effects, have estimated that on average the people in the affected

parts of the USSR will have received an additional radiation dose roughly
' ‘equivalent to half of that they would receive anyway from natural radiation
i during their lifetime. That is very much to be regretted, as is the upheaval
i ‘caused by the evacuation of 135,000 people within a radius of 30 km and the
i fear and concern the accident brought to the people in many countries.

But for us here in the United Kingdom, the most important question we
. must ask is a simple one: “Could Chernobyl happen here?” In my opinion
it could not, and you might like to know that Academician Legasov, who led
the Russian delegation to the Vienna Conference, has told the press that the
Chernobyl accident is simply not possible in any reactor operational outside

' the USSR. I think it is worth explaining why that is the case.

According to the Russians themselves, the Chernobyl reactor as originally
designed has several “‘shortcomings™—I use their own choice of vocabulary
—many of which also concerned a group of British engineers who studied
this design in 1975. A matter of particular concern was that the Russian
reactor had a positive void coefficient. With such an undesirable character-
istic, if the amount of steam in the reactor core increases for any reason, then
the power of the reactor tends to go up and still more water converts to steam
which tends to cause still more power and so on.

But in all commercial reactors the fuel itself becomes less effective as
the power and temperature go up (in our technical jargon we call this the
‘Doppler coefficient). This is a safety feature built in by Nature, and we all
assumed that the Russians had ensured by careful design that this safe feature
dominated the undesirable void characteristics I have just described.

But in Vienna the Russians told us that they had done this only for
operating conditions and that at any power below 20% the void char
istic dominated and their reactor could have what is called a positive.
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coefficient. Such a coefficient is a description of the fact that when ALL the
technical features are taken into account, then a simple increase in power
leads to a further increase in power and a still further increase in power and
SO on.

What we have is in effect a positive feedback on the build up of the power
which, if it is suitably triggered, is capable of producing massive power
increases on a timescale of a few seconds. This unsafe characteristic is not
shared by any of the major commercial reactor types operating in the
Western world. It is the key reason why the accident happened—and why the
Chernobyl reactor is unique. This is why the Russian operators are instructed
to avoid this unsafe condition by closing down immediately or by using
special operating procedures. In the UK it would be unthinkable to have an
overall fast acting positive power coefficient, and it would be unthinkable to
place such tremendous safety responsibility on the operators.

The Chernobyl reactor is a bit like having a powerful automatic car which
has a design fault so that, if it is driven below 20 mph, the driver needs to
give constant attention to the brake to stop the speed surging away—and if
the fan-belt snaps or if a piece of rust interrupts the flow of coolant water,
the car instantly accelerates to 100 mph or more with no chance for the driver
to put the brake on in time. The Chernobyl reactor actually “accelerated”
from a fraction of full power to 100 times full power in just four seconds,

The Russians have admitted that they knew of this design deficiency
from the beginnning and they chose to compensate for it, not by built-in
engineering devices, but simply by instructing the operators to avoid
potentially unsafe regimes. In the event, the Russian operators made the
error of ignoring these instructions. The Russians now admit “their designers
made a tremendous psychological mistake™ in placing responsibility for the
fundamental safety of the reactor upon the continuous discipline, attention,
understanding and concentration of the reactor operators.

It is not possible that such a situation could occur in the UK because ol
the differences in safety philosophy between the Russians and ourselves,
First, in the United Kingdom our reactors must have inherent characteristics
which provide built-in protection, and that is true whether we build gas
cooled reactors or water reactors. Neither of them have characteristics of the
kind I have described for Chernobyl. In either case, if anything untoward
happens, the natural characteristics of the reactor compensate and oppose th}
change.

Second, in the United Kingdom those natural defences are supplemcntea_
by engineering features which either prevent, or limit and terminate anj
fault. It is physically impossible to withdraw control rods rapidly from
reactors and if the operator mishandles the control rod system, the reactoi
automatically fails safe, i.c. it closes down.

1

Third, our system designs must be tolerant to operator action. If thg
operator attempts to take action which could pose an immediate threat «
the reactor, such action will be prevented by design provisions or the reacto|
will automatically close down. 1
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Fourth, our operators are well qualified and trained, not just for routine
serations, but for unusual and accident situations. The Russians themselves

ve admitted that improvements in their operator training programmes are

ally, our entire nuclear system is overseen by an independent nuclear
sectorate second to none, which can at any time without hindrance or
llenge close down any reactor. The Russians do not appear to have the
» independent inspection capability.

‘For all these reasons, the difference between the Chernobyl reactor and the
actors we operate or might contemplate, including the proposed pressurised
ter reactor (PWR) at Sizewell, is not a matter of degree, but is a matter
i gross qualitative difference.

~ It is of enormous relief to me that the Russian authorities have already
dosed down most of the Chernobyl-type reactors to undertake urgent
setrofits, which move all of them closer to the standards we apply in the West.
We are satisfied that there is no narrow technical issue which we in the West
sould or should learn from the Chernobyl disaster. We have very well
established safety rules which we follow meticulously. The Russians have
chosen to ignore many of them and sadly have now paid the price.

‘But that is the technical position, and progress in this country or indeed
in any democracy does not depend narrowly on a technical appreciation, it
depends ultimately on public acceptance, and there is no doubt that the
Chernobyl events have shaken the confidence of the British public in the
safety of nuclear power.
~ Because of the importance that our designers attach to defence in depth
and because of our strong safety culture, I am confident that an accident on
the scale of Chernobyl could never happen here. It is important that we
remember this when we are considering the future of nuclear power in this
coun try—particularly bearing in mind that since the accident our competitors
in France and Japan have reaffirmed their intention to expand their nuclear
)gramme, and the Russians themselves have recently outlined ambitious
plans to increase nuclear power production.

(From Lord Marshall’s speech in the House of Lords 20/11/86, delivered as
izan Address to the European-Atlantic Group Dinner 29/1/87.) » o
P el -
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THE RT. HON. FRANCIS MAUDE, MP
On:

O CURRENT FOREI GN POLI CY | SSUESSOG

30th October 2000

Introduction

It is a notable achievement that this Group is approaching its fiftieth anniversary.
Within that time similar organisations have appeared and disappeared, so it has been
a pleasure this evening to see, in such a large attendance, the outward signs of inner
vigour and health. Long may you continue to provide a broad forum for the discussion
of the issues which affect us all.

1. Shape of the world - goodbye blocs, hello networks

During the last ten of those fifty years, the shape of the world has changed
dramatically.

States have disappeared, the Berlin Wall, which was put up overnight, was demolished
just as suddenly.

It was as if it could no longer withstand the pressure of the forces it had tried to dam,
the great ideas, of freedom, enterprise, the defeat of socialism.

These same potent forces also unleashed a swirling tide of discovery, market-driven

i nnovation and enterprise which has give us
To some that tide seems threatening.
In truth it has already revealed itself as the most potent force for progress.
The biggest issue in foreign policy is getting to grips with this change. What is clear is
that the world of the Cold War, the world dominated by blocs (and superpowers) has
ended, and a new, much more complicated web of networks has taken its place.
My case tonight is that in this world the nation state is more, not less, important than
before: this is a world in which this unique nation state, this United Kingdom, if we
understand our strengths and develop them, can be an extraordinarily powerful force
for good. And it is a world in many ways designed for a country like our own, as our
global outlook and networks come into their own.
Just | ook at Britainds international assets:
The EU,
1 The transatlantic relationship
T The Commonwealth.
T NATO.
T The G8.
1 The fourth largest economy and the second biggest international investor.
1 Superb armed forces and a highly professional Diplomatic Service giving Britain

real global reach.

In this new world, in which physical geography matters less and less, we should not
think of Britain as being on the periphery of anything -not on the edge of some core
Europe, not the fifty-first state of the USA, and not just an offshore island.

On the contrary the network world places us -as never before -at the heart of the global
system.
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We can be at the centre of everything.

The rigid stability of the world of blocs has given way to greater instability, yes, but
also greater opportunities.

Through technology and detente, networks between nations and individuals have
flourished- forming and dissolving daily.

It has been a good decade for the customer. Helped by the EU and the WTO,
international trade has grown significantly, and intense competition has provided
customers with greater choice.

And not surprisingly, consumers have got more choosy. As in commerce, so in politics.
Political attitudes are changing. Growing international trade has provided people with
greater choice. Voters will increasingly demand greater political choices. Voters, like
those in Denmark, are increasingly unwilling to accept that one size fits all model of
European Union.

Nati onal politicians find electorates much |
assumption to date, that one size must fit all must have to change. It is every bit as
out of date as Henry Forddés saying that o&yol
itdos bl acko.

Instead of the need there used to be in foreign policy, impelled on us by the need to
keep closed ranks, we will be able to take greater choices.

Our greatest choice exists in how we respond to the developments outlined.

The unfamiliarity of this new landscape tends to produce two responses. One is that
we should shape the new landscape to fit our existing thinking and habits. The other
demands new thinking and a new vision to fit the new landscape.

2. Self-government is our priority

| have no doubt that the second is right.

In this new world, nations and groups of nations can choose whether succeed or fail.
No longer first, second or third world.

Today every country is by choice in the fast world or the slow; future or past.
Countries that choose the rule of law and the open economy will succeed. Those that
eschew either will fail to thrive.

But that implies having the ability to choose; the ability of a nation to govern itself.

In this new network age, control and agility are everything.

Our ability to shape our future, to ensure this necessary flexibility matters more than
ever.

That is why a Conservative Government would keep the pound.

Control of monetary and fiscal policies, regulation and taxation are the keys to success
in the business of winning business and investment, and thereby earning success.

In the world of globalisation the nation state matters more, not less, than before.
Boutros Boutros Ghali, former Secretary-General of the United Nations, put it well:
AThe globalisation now taking place require
State. Between the isolated individual and the world there must be an intermediate
element. This element is the State and national sovereignty. They respond to the
needs of all human beings for identification. In a world both impersonal and
fragmented such a need is greater than it has ever beeninhist or y 0 .

3. The British contribution to global stability

Not only is the world more competitive today. It is also far less stable.
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The pressures of the Cold War suppressed deep-seated ethnic disputes across the
world.

You have only to look at the Balkans and the Caucasus to see how, when the Soviet
Union had disintegrated, ancient hatreds returned from the grave.

These regional conflicts are deeply destabilising.

Free trade

Where we can help to resolve them, we should.

We have a deep vested interest in stability, as all trading nations do.

As a country with a long history of global trade and investment, we must continue, in
the face of ever better co-ordinated opposition, to put the arguments for free trade. We
cannot let the scenes at Seattle or in Prague to halt the free trade impetus which is all
countries6 best hope for the future.
That is not just because free trade brings prosperity but because the mutual interest
in peace it generates ensures that nations which trade together tend to stay together.
William Hague has already said that he wants this country to lead the call for global
free trade. And he has set a target date 0f2020. A Conservative Government will
reinforce that commitment by tailoring our foreign and aid policies to help those
countries willing to help themselves by committing to the rule of law, free trade and the
open economy.

Consistency in our diplomacy abroad

And we should be clear that there is a real relationship between freedom and
prosperity. The rule of law that stands between the state and the citizen to protect civil
liberties is the same rule of law that protects private property and enforces commercial
contracts. Its absence not only compromises human rights; it deters the investment
that is essential for economic growth.

So itis not just ethical, it is in our interest to promote these values.

It is our duty to make our concerns known, day in day out, about the practices which
go on in these countries. A Conservative Government would restore the annual motion
atthe UN6s Convention on Human Rights dr
record in human rights and we would back

this up with constant pressure. 't was
the Metropolitan Police were encouraged to arrest lawful protestors during President
Jiang Zeminbéb s state vVvisit to London.
distinguished visitors. But we do no favours to anyone when we convey the impression
that these matters are as stage-managed here as they would be in Beijing.

The test of an ethical foreign policy is not how you treat small countries, is how you
treat the large and strong ones.

Intervention when?

And of course there are today endless demands and opportunities for Britain to
intervene around the world.

Inevitably, the networks we belong to, the historic links we share, make us sensitive
to developments all over the world. The more global the media network becomes, the
more we can expect the pressures to act to increase.

As a highly responsible power we will always be sensitive to concerns about human
rights and their abuse.

But the doctrine of the 6dhumanitarian
We can, and will continue, to play our full role in the new global order but this role must
always be tempered with profound caution and humility about what in practice can be
achieved by the outside intervention of the international community.
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The remedies for the ills of most nations and most societies have throughout history,

and always will in the future, come from within. There will sometimes be a role for
international intervention to establish the conditions in which those nations can take

control of their own destiny. But that role will be limited and generally temporary.

When it arises, it raises a fourth issue: the extent to which we should exercise our
foreign policy alone. Splendid isolation nev
under the Conservatives it never will.

| utterly reject the notion that Britain maximises its global influence by subsuming itself

in a single European foreign policy. Of course there will be many occasions, even

perhaps most, when we want to act jointly with our partners, whether European,
transatlantic or Commonwealth. Half way through this year we set up a Commission

on the Commonwealth to look at ways in which this network can be of greater benefit

to all its members in the future.

But the idea that we gain influence by giving up power is inherently absurd.

Defence Policy

Before | finish, | would like to say a few words about this issue which is very pertinent

to this gathering tonight.

When we have acted in concert with other countries in the recent past, we have done

so most effectively through NATO.

Il n three weeksOo iohgomeenmdnts wilb peetdaondisduss what forces

they can commit to the Common European Security and Defence Policy. What is, in

short, the beginning of an EU army?

| say at the outset that | am and have always been for a greater European contribution

to our own defence.

F or too | ong we have expected the United St
keeping the peace first in central Europe during the Cold War, and now in South

Eastern Europe in the successive tragedies which have wrecked the peace in the

Balkans.

| also favour an intensification of defence co-operation between the nations of Europe.

But | am highly sceptical about this latest move.

There is a crying need for European nations to share more of the burden of ensuring
oursecurity. But this doesnét do that. Defenc
rising. All this does is to construct new institutional architectures, autonomous from

NATO and within the EU, which threaten to encase European defence in committees,
bureaucracy and the creeping embrace of the EU institutions.

There is absolutely no military case for giwv
case is purely political -a challenge to supposed American dominance of NATO, the
establishment of rival power bloc, and the move towards what Romano Prodi

habitually calls a European army.

It is designed by people who are concerned first with endowing the EU with another of

the trappings of statehood. Earlier this ye
defence structureo, of the fipoolingd of Europecd«
have ficrossed a milestone towards the creati
Even Mr Blair seems to be echoing this rhetoric with his speech in Warsaw in which

he proclaimed hi s wi sh to see the EU become a O6sup
|t would be folly to | ock Europebés defence
inconceivable that Europe will have a single foreign policy.

NATO already provide the ideal flexible structure for different combinations of

European nations to move together on a particular mission. Look at KFOR, in Kosovo.

A NATO force, but including contingents from several non-NA TO countries.
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Supporters of the single currency already look forward to the day when it becomes a
rival to the dollar - a somewhat remote contingency just now. | am concerned that the
supporters want this separate common defence policy for a similar and just as
unwelcome reason.

At its worst ESDP is a visible expression of a chilling, and growing, anti- Americanism
from some parts of Europe.

This mindset is worse than simply being unrealistic and vain. It is actively harmful not
least to those countries inside NATO, but for the time being outside the EU, whose
security is compromised by this arrangement. If it encourages America to turn its eyes
further westward to the powerful allure of Asia, we will have inflicted a devastating
blow at the basis of our security, the Atlantic Alliance. Yes we should take on more
responsibility for our defence, but not through the overtly political process of creating
competing bureaucracies. It is exactly this sort of pointless response which has lost
the EU the faith of the people who pay for it -the taxpayers and voters.

If only for this reason it is essential that Britain should lead Europe in making the case
for National Missile Defence. There may be resistance to it, but that is what leadership
is about. Just as in the eighties the Conservative Government took on the one-sided
disarmers of CND, and won the

argument wi th the public, Mr Blair today must b
be too unfamiliar; after all in the eighties he and all his colleagues were all engaged in
the argument, albeit on the other side.

A Conservative Gopokcy nment 6s foreign

This Government came to office claiming that its foreign policy would be ethical -
contrasting presumably with the unbending commitment to the national interest that
had gone before. It was a simple contrast, though a false one.

A British Government, if confident in itself, can wield considerable moral force.

When we promote democracy and the rule of law, when we promote prosperity
abroad, we act ethically and honourably, for sure. But we also act in our own national
interest.

To elevate this approach into a grand, gesture-ridden, and simplistic strategy is absurd
and dangerous. It raises expectations only to dash them down. It can make us
misjudge world situations and can lead others to misjudge us - as in the past they have
done with fatal consequences. The forthright adoption of the national interest,
honourably espoused and ethically discharged, is the nest course, not just for Britain,
but for the world. | hope it may not be too long before | have the chance to put it into
practice.
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THE MEDIA AND BRITISH INDUSTRY

by
ROBERT MAXWELL, M.C.

_ ou have asked me to talk about the Media and British Industry. In one
ense this is natural, since, manifestly, I am involved in both.

‘The Mirror, the Sunday Mirror, the Sunday People, the Scottish Daily
d, the Sunday Mail and the Sporting Life are all classical “media”, to
¥ nothing of the satellite transmission and simultaneous printing and
publication in Europe of the English language China Daily, boasting a
ombined weekly sale of over 40 million copies.

the electronic front, we own 80 percent of British Cable Services, as
el as our cable interests in Clyde Cablevision. With our new developments
I the Premier movie channel and the MTV Europe music channel which
we are launching on August 15, 1987, we are already established in satellite
padcasting.

~ Taken with our other European television interests in France and shortly
in Spain, Portugal, China and elsewhere, we are strongly positioned to enter
shortly the new direct broadcast satellite market. We have indeed resumed
megotiations with the French authorities to obtain a transponder and a
channel on the French DBS satellite.

- We have long had a substantial stake in traditional terrestrial TV and
radio broadcasting, with our 20 percent stake in Central Television and our
interests in independent local radio, to say nothing of our new agreement to
iransmit over 50 programmes about modern science and engineering to a
‘potential audience of 300 million people over the airwaves of China Central
elevision. s

- And now we have achieved our greatest leap forward with the success
i.of the Bouygues-Maxwell consortium in winning the award of the newly-
 privatised premier French television channel, TF1.

For the first time, this introduces a Briton into the citadel of French
‘popular culture—and not by the back door, but with a red carpet and a

fanfare insisted upon by the Government itself.

This, too, is no more than a beginning. Since our successes in Paris and
Beijing, 1 have been in Madrid and Lisbon, where I now believe also the
foundations have been laid with the Heads of both State and Gover nment
for our early participation in their known privatisation plans. . .

The same goes for industry. Our printing and publishing g
now well on track for its next major milestone, which I an
namely to become one of the world’s leading inform:
cations groups, with a turnover of between £3 and
profits to match by 1990. "
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This is, indeed, an industry in itself, progressively introducing the most
modern printing equipment backed by the most advanced electronic means
of production and dissemination, publishing newspapers, magazines, books
and journals as well as on-line interactive scientific and business information
services in Europe and the United States, embracing heavy and light
engineering and electronics manufacturing and offering a wide range of
financial services, including insurance, banking, funds management and
on-line financial market analysis and risk analysis.

Our greatest thrust at the moment is in the United States and North
America generally, where our acquisitions in the last year exceed half a billion
dollars worth. This focus on North America is necessary, both because of
the opportunities there and because our strategy calls for a balanced global
corporation, whereas we start from a base whose assets are for obvious
historical reasons heavily concentrated in Britain.

But, while I was not surprised to be asked to speak about either of
those two subjects alone—or, indeed, both, one after the other—I realised
on reflection that you were after something more demanding, namely my
thoughts on the relationship between the media and industry.

Obviously one can look at this relationship from either end—or, indeed,
from a completely independent perspective.

From the point of view of the media themselves industry is, in a sense, but
one subject on their agenda, a slice of the world and life which is there to
be reported and commented upon. Specifically, it is a subject that the media
have for the most part, especially at the popular end, found one of the most
difficult to report and explain successfully, except perhaps when it least
deserves reporting, because industry has for a while forgotten itself and
descended into personalities and melodrama.

The basic realities of business life are frequently embodied in figures, in
statistics, in jargon, in technicalities, in legal complexities and in a thousand
other abstractions which are not easily amenable to the journalist’s natural
tools of vivid words and concrete pictures.

Some, especially at the heavier end of the media, struggle honourably to
overcome this inbuilt bias against understanding and to fulfil a sincere
mission to explain so vital a part of national life. Others capitulate and stick
to simpler journalistic fare. '

_ I'see no great prospect that this will change dramatically in the future, since
it reflects basic characteristics of each side of the media-industry equation.
For better or worse, and for most members of the public most of the time,
human interest is in “human interest” stories; and industry, however
fasginating to those of us who spend their waking hours in grappling with
it, is at root about making things and making money, which however useful
and necessary do not have the same sex appeal to the man in the street as
the human stories. i

This should not be taken in any way to imply that there is not room for
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huge improvement in industrial reporting, especially on television. While
there are occasionally some exceptional and excellent pieces of work, the
general standard and consistency of industrial coverage on television still
leaves oceans to be desired.

The industrial life of a great country is a continuing story, a stream that
flows, divides, converges, turns back on itself, bores through narrow gorges
and spreads out into broad deltas. It cannot be explained and reported simply
by the odd snapshot isolating a particular reach, bend or oxbow lake out of
relation to the whole dynamic of the river. But the river itself will never
occupy for long the centre of the media stage.

Of more concern, however, is the relationship between the media and
industry viewed from the other end of the see-saw, from industry itself.

It is about this that I want to lay three particular propositions before you:

1. British industry has failed systematically and preeminently to take
communications seriously, and its inability in particular to deal
effectively with the media has had important consequences;

2. British industry’s systematic failure in communications is one not
negligible reason why it is, as we all know however we measure it, “at
the bottom of the league internationally”; and

3. British industry should be more willing than it is to talk to its political
friends, who, whatever else may be said about them, are in the main far
more professional and far more intuitively skilled in handling the media.

I believe that the ultimate roots of British industry’s particular unwilling-
ness and inability to communicate effectively, especially with the media, are
social and cultural and are not wholly unconnected with the instinctive
secretiveness of Whitehall and of other long-established British institutions.

The contrast between, for example, British attitudes, whether in Whitehall
or in industry, and the reflexes of our opposite numbers in the United States
and the Federal Republic of Germany is profound and overwhelming. Every
journalist knows and every visitor discovers that in the United States and in
Germany the primary reflex of those in important accountable positions is
that they are liable to be asked questions, that those who ask them in the
name of the public or other outsiders have a probable right to ask them and
that the questions ought to be answered unless there are particular reasons
why not.

In Britain—and still to some extent in France as well—the reflex is the
opposite. The presumption is that an enquiry is an impertinence, that the
enquirer should, if possible, be put in his or her place and, if not possible,
be evaded. The onus of proof is on the outsider to show why he should be
permitted to intrude into the privacy of government or business.

This makes no sense. Whether we like it or not, businesses, great and not
so great, are public institutions. ,

The wealth of nations, the employment of people, the collection of ta
the advance of technology, the impact on the environment, the performa

FAL.DY
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in world markets and almost every other aspect of industry are of huge and
legitimate public concern.

If they were not, why should Her Majesty distribute her coveted awards
for export, for technology and for other distinguished performance? Why
should the great leaders of industry be publicly honoured for their services,
if industry is a purely private matter?

Of course, we all have our commercial confidences. We have our solemn
obligations of confidentiality and discretion to our shareholders, to our
bankers, to those with whom we deal and sometimes to governments. These
are debts of honour and must be scrupulously honoured.

But there is no general reason, unless indeed in our heart of hearts we
regard our businesses as illegitimate or incapable of justification in the clear
light of day, why we should not tell our story and explain what we are doing.
Industrial reporters are not idiots.

They understand that any business has ups and downs. They are more
likely to appreciate and recognise the ups, if they have been told candidly
about the downs. They are more likely to report the downs with balance and
:x;lxderstanding, if they have been treated with confidence and candour during

€ ups.

Building confidence with journalists is much like building confidence in
business. It depends on trust, man to man or woman (o woman, created by
previous experience of trust given and trust respected. Remember trust, like
virginity, can only be lost once.

Some journalists, like some businessmen, are crooks. Most are not. It is
up to the man of the world to know the one from the other.

Trust is not created by fear. If the real decision-makers in a business are
frightened to talk to the press—{rightened presumably because they do not
trust themselves to judge their man and to avoid indiscretion—and if as a
result they shroud themselves behind public relations men and press offices,
they will not be trusted by the journalists because they will not be known and
because trust will not have been given and built upon in the past.

You cannot expect the best from people, if you do not take them seriously.
You cannot expect the benefit of the doubt, if you treat them with suspicion
and hostility.

You cannot expect a square deal, if you make mysteries out of perfectly
simple and straightforward situations. You cannot expect to be given the
opportunity to explain, if all previous enquiries have been fobbed off with
the time honoured Foreign Office-style answer, “We are watching the
situation very closely and shall not hesitate to take any appropriate action
that may be indicated at the appropriate time.”



But why do I believe that this secretiveness and lack of self-confidence by
British Industry is not merely wrong, but an actual cause of its weak
performance?

Partly it is that I do not believe that leaders who lack the confidence to
explain themselves in the face of robust enquiry are likely to have the
authority and self-confidence to manage their businesses properly.

" But, more than that, I believe that such reticence, and the culture of
suspicion and hostility about industry to which it inevitably leads, them-
selves discourage enterprise, blunt its rewards, deter the best recruits, are grist
to the mill of industry’s enemies and detractors and thereby undermine its
performance.

The novelist Anthony Trollope, in his great study of the English governing
classes, “The Way We Live Now”, described the agony of a leading socialite
lady who was not sure whether or not to attend the annual reception given
by the leading industrialist of the day, upon whom the breath of un-
substantiated financial scandal had fallen. She wanted to know whether or
not the Prince of Wales, as he then was, would attend the reception.

For, if he did and she was not there, she would be ruined socially for having
not been seen at the greatest event of the season. If he did not attend and
she did, she would be socially ruined for having consorted with a recognised
crook. '

In her agony of indecision, she wrestled with the problem whether or not
the allegations against the great man were true. But this led her to no useful
conclusion because, as Trollope records, throughout her life this fine English
aristocrat, far removed from the world of business, “had always had the
utmost difficulty in distinguishing between commerce and fraud”.

Now, if that is the state of mind in which we bring up our young people,
if that is the underlying uncertainty in the minds of the media who reflect
industry to the public and if that is the prevailing culture of this society, little
wonder that those who see other and attractive careers open to them hesitate
before exposing themselves to the suspicion that what they call commerce,
others will call fraud.

The distinction may be as crystal clear as black and white to those who
work in industry and commerce. But, if we do not explain, if we do not lift
the veil on our activities, if we do not take the media into our able
conﬁdcnce, if we protect the world of business as a secret
the prying eyes of impertinent reporters should be excluded, how
expect them to understand and respect the ethics of business and SO
and describe its real achievements?

And, if they do not understand, how can the public? And
do not understand, how can we be sure that the govern
prove any wiser than those for whose votes they have |
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Given what I have said about the instinctive secretiveness of Whitehall, in
common with so much of British industry, you may wonder why I suggest
that British industry should talk to its political friends to learn a little skill
and self-confidence in the handling of the media.

1 make a clear distinction between Whitehall, the permanent enduring
professional citadel of government, and politicians, those occasional visitors
to and uneasy temporary tenants of that citadel, who perforce must learn how
to deal with the media, who communicate most directly and extensively with
those upon whose ultimate electoral support they depend.

I do not of course say that all politicians are skilled in their dealings with
the media. Still less are all politicians popular with the media. Many, some
deservedly and some undeservedly, are profoundly unpopular with the
media, although that does not always mean that they are unpopular with the
public or with the section of the public to whom their appeal is addressed.

But it would be strange indeed if none succeeded; and clearly many do.
This naturally does not guarantee ultimate success in politics itself, any more
than the race is always to the swiftest; but, as Damon Runyon pointed out,
that is the way to bet.

I will not enter here, because it is not strictly relevant to my theme, into
the question of how biased the print media or the broadcast media may be
for or against this or that political party.

Nor, in my opinion, is there anything wrong as such with bias, if that
simply means a declared, avowed and reasoned political commitment. We do
not all have to be eunuchs in order to have a virile press. Rather the opposite.

It is no secret that my papers for the most part support Labour: I am told
that other national newspaper groups have other political commitments.
Good luck to them, say I, so long as they are honest and open about it.

What is insidious and threatening to democracy is bias which is un-
declared, or a declared bias which stops at nothing including the perversion
and invention of facts to blacken the name of its opponents. At that point
healthy partisanship degenerates into malignant abuse of public confidence
in the media; and honest journalism degenerates into the crude copywriting
of a hired propaganda agency.

Most politicians who have been successful have known how to navigate
these waters. One of the few truly profound statements that Mr Enoch
Powell, not one of my personal political allies, has ever made is that “Men
in public life who complain about the media are like ships’ captains who
complain about the sea. They have chosen the wrong profession™.

There is, of course, no absolute formula or mechanical device for getting
it right. Like most things in life that are worth achieving, it involves
judgment, discrimination and a lot of courage and a bit of luck.

But, if 1 may continue the maritime metaphor, if you keep your fleet
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permanently in harbour, you will win no battles. If you cast no bread on the
water, the tide will wash back to you nothing but the flotsam and the jetsam.

So my message is this. In handling the media, as in business, you must take
risks to succeed.

You must be willing to trust in order to receive trust. You must sometimes
confess in order to be forgiven. You must admit the bad side in order to have
the good side believed.

And, in the last resort, nobody but, the Chairman, the Chief Executive, the
Principal, the man who knows the whole story and who will ultimately be
held accountable for whether he gets it right or gets it wrong, nobody but
he can do the job of taking those risks or of giving that trust, of telling that
story and so of earning that benefit of the doubt when he needs it.

Press offices and PR firms can collect enquiries. They can answer routine
questions. They can distribute material efficiently. But they are a sword to
be wielded, not a shield to hide behind.

As a man of the media and as a businessman, without claiming in any way
to be a perfect practitioner myself, I say in a phrase:

“Give them a chance and they will give you a break.”
(From an Address to the European—Atlantic Group on April 23rd 1987.)
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ANGLO-IRISH RELATIONS

by
Sir Patrick Mayhew Q.C., M.P.
Secretary of State for Northern Ireland

The main object of your Group — the European Atlantic Group - is to
promote closer relations between the European and Atlantic countries,
especially by providing a regular forum for informed discussion of prob-
lems and possibilities for better co-operation. No doubt your Group plays
an invaluable role. But, closer to home, it is just as important to promote
closer relations — within Northern Ireland, within the Island of Ireland, and
between our two countries. The way to do this is by promoting discussion.
The Intergovernmental Conference is only one aspect of our lively rela-
tionship. British Ministers regular visit Dublin and frequently receive their
Irish counterparts in London. That close working relationship extends to
the highest political level, with the Taoiseach and the Prime Minister
meeting formally at least twice a year, and often in contact in between.
And for the last four years, a British-Irish Inter-Parliamentary Body has
also provided an opportunity for Parliamentarians to get to know each
other and work together in examining areas of common concern.

The significance of the Intergovernmental Conference is that it provides
a forum within which we can address the most difficult and contentious
area in our relationship — Northern Ireland. Over the last 70 years Northern
Ireland has often been the subject of bitter conflict between the Republic
and United Kingdom. Today Northern Ireland, which in international as
well as domestic law is part of the UK, is the focus of the most determined
and imaginative co-operative effort between our two Governments.

The Conference has played a very helpful role in that sea change. Eight
years of regular contact and discussion have brought the two Governments
to a much deeper understanding of each other's position.

Many of the challenges which Northern Ireland and the Republic face,
are challenges that we now face together.

One inescapable challenge facing Ireland, North and South, derives
from its geography. Lying on the north west fringe of Europe, its future
prosperity depends crucially on the ability of its business communities to
trade successfully in the markets of Europe and the wider world.

The challenge is immediate and severe. We share the scourge of unem-
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ployment. In Northern Ireland it is currently 13.5%, although now a on
strong downward trend which is very welcome, with the figure dropping
by 4800 since August . In the Republic it is, I believe, something like
17.8%. The statistics are grisly. But anyone who travels around Ireland,
North or South, knows that there is plenty of encouragement to be had -
thriving companies, dynamic entrepreneurs, excellent labour relations,
continuing inward investment.

It is clearly in the interests of both parts of Ireland to work together to
expand our economies and the opportunities for trade between them. No-
one can sensibly object to such co-operation, which benefits everyone in
Ireland.

For example, Northern Ireland’s Industrial Development Board and the
Irish Trade Board have now begun to mount joint promotions of goods
produced North and South of the border. A very good event of that kind
took place last year in Chicago.

And in the all-important field of research and technology, collaboration
is making possible the kind of projects that neither the Republic nor
Northern Ireland could probably sustain on their own. The establishment
of the Institute of Advanced Micro-electronics is just one such, linking the
Queen's University of Belfast and Trinity College Dublin. Queen's is also
involved in work on micro-electronics in conjunction with University
College, Cork; and the University of Ulster is involved in a research and
development project with three Irish Universities and another with the
Irish Science and Technology Agency.

There is growth, too, in trade across the border. It used to be claimed
that more people crossed the border to attend a single Rugby International
than crossed it in a whole year for business. Now exports to the Republic
account for 5% of Northern Ireland's GDP, and exports to Northern Ireland
for 3% of the Republic's.

Of course, that still leaves a long way to go. We should recall that a sur-
vey by the CBI in Northern Ireland and the Confederation of Irish
Industries estimated that the potential for manufacturers, North and South,
to increase business was perhaps worth as much as £3 billion and 75,000
jobs. It is worth going for, and we want to do it. Both Governments, and
both Business Communities are accepting the challenge.

Improved transport will certainly help — we have already reached agree-

ment on the upgrading of the Belfast-Dublin rail link. But not all the obsta-
cles to increased trade have been physical by any means. Many miscon-
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ceived or at least exaggerated perceptions about the difficulties of doing
business on the other side of the border have flourished: But once again,
business groups and public bodies have been working together to address
them.

We do, however, both badly need to attract inward investment. This is
primarily because of the structural weakness of both our economies. Both
parts of Ireland have been extremely successful at attracting it, from North
America, from the Far East, from Germany and France. Low labour costs,
a skilled workforce, good infrastructure,and a very high quality of life are
a winning combination. To some extent, of course, North and South are in
competition; often we are wooing the same individual investors. But in as
much as we are both competing against regions more centrally placed in
the European Community, or in central or eastern Europe, we have a com-
mon interest in promoting the benefits of the Island of Ireland, North and
South.

Now to a more sombre matter. Northern Ireland and its neighbour to the
South face a further common challenge from the murderous activities of
Republican and so-called Loyalist murder gangs. In Northern Ireland the
challenge is a violent and bloody one. Last year terrorism claimed 84
lives: this year has already seen its sixth victim buried. And that is to say
nothing of the lives broken, the homes damaged, the businesses destroyed
and the jobs lost because of terrorist attacks. There is a no less invidious
threat to the Irish state from the subversive activities of the IRA and loy-
alist paramilitaries. The two Governments face this challenge together.
They are at one in their rejection of the use of violence for political ends:
Their rejection of it is shared by the overwhelming majority of people in
the Island of Ireland, and throughout these Islands.

If it ever needed to be made clear, the Downing Street Declaration has
demonstrated that there can be no conceivable excuse in a democracy for
the use of violence to pursue political ends. It has received overwhelming
support not only in Ireland, but around the world.

That is why we stand by the principles set out by both Governments in
the Joint Declaration. For the Declaration has now exposed, in the eyes of
those who welcomed it around the world, the cynicism of anyone who
claims to be interested in seeking peace yet at the same time authorises,
permits or justifies an attack on one of the world's major airports. Or, come
to that, the murder of a community policeman, or the destruction by fire
of businesses and jobs. The Declaration sets both Governments firmly for
democracy and against violence. There will be no stepping back from that.
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It is because we share common principles and a common abhorrence of
violence, that both Governments are committed to the maximum co-oper-
ation to defeat terrorism. Let me assure you, without going into details,
that working relationships between the Garda Siochana and the RUC have
never been better, and are very good indeed. Finds such as those made by
the Garda last month at Multifarnham, County Westmeath, when semtex,
heavy calibre machine guns, mortars, rifles and ammunition were recov-
ered from hides, have undoubtedly saved lives in Northern Ireland.

We have taken another opportunity today in the Intergovernmental
Conference, attended by the two chief police officers, to review yet again
the way the two services work together. We permit ourselves no hint of
complacency, against enemies as hostile to the true interests of the public
South of the Border as in the North.

The third challenge which needs to be addressed is the demand of the
overwhelming majority of people in Northern Ireland and in the Republic
that the Governments and the political parties should work to build an
overall political agreement, that will allow a new beginning in the rela-
tionships between the peoples of Northern Ireland, the peoples of the
Island of Ireland, and the peoples of Britain and Ireland.

When the Taoiseach and the Prime Minister made their Joint
Declaration on 15 December 1993 they committed their Governments to
work for agreement on the basis of shared constitutional principles. Those
principles were the principles of democracy and consent.

The British Government repeated its undertaking to uphold the democ-
ratic wish of the numerical majority — the greater number of the people of
Northern Ireland - on the issue of whether they prefer to support the Union
or a Sovereign United Ireland. Both Governments recognised explicitly
that the people in the Island as a whole have a right to self-determination,
to be exercised on the basis of consent, North and South concurrently. The
Irish Government recognised explicitly that Irish unity could only come
about with the consent of the people of Northern Ireland, and that to try to
impose it by coercion would be wrong.

Polls have shown that those shared principles have the overwhelming
support of the people of Ireland, North and South together. 79% of them,
(including 66% of Northern Catholics), agree with the principle that it
would be wrong to impose a United Ireland without the freely-given con-
sent of a majority in Northern Ireland. 91% (including 82% of Northern
Catholics) believe that Sinn Fein and the IRA should renounce violence
now.
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We have an overwhelming mandate to proceed on this basis, and we
will be doing so through the talks process and we have reaffirmed yet
again today our determination to do so by the process of political dialogue.
When Peter Brooke launched the talks process in March 1991 he did so
with the full support and endorsement of the Irish Government. We have
continued to be partners in the process ever since.

The complexity of the process, involving as it does two Governments
and the main constitutional parties, in addressing all the relevant relation-
ships, has come under a certain amount of scrutiny recently, but then the
problem it addresses is a deeply troubling one. It is not surprising that
from time to time the rather frail vessel in which we have taken passage is
tossed about by tempests. We must understand the character of those
storms, and like all good sailors weather them, as we have weathered them
in the past, through injudicious combination of seamanship and faith.
Likewise we must understand the superstitious character of sailors.

What are the realities that led all the participants into this process? Let
us set some of them out: Clearly, the relevant issues are inter-locked. It is
impossible to see how broad agreement could be made on any one in
isolation. And broad agreement is essential. If there is to be any progress,
it is clear that it is most likely to be made if we recognise their essentially
interlocking character and address them accordingly.

That was the judgement of both Governments and all four of Northern
Ireland's main constitutional parties in 1991. It remains the judgement of
both Governments today and we are determined to do all in our power to
encourage our shipmates on this voyage to take renewed heart.

And so, in conclusion, I want you to understand that whatever unhappi-
ness has marred the relationship between Britain and Ireland in the past,
Anglo-Irish relations today, and Anglo-Irish co-operation, are firmly
based on the realities of the present, and the realities — but the opportuni-
ties too — of the future. The overwhelming demand of people in Northern
Ireland is to see their elected representatives sitting down together to dis-
cuss what they hold in common, not what they can do to promote what
unites them, not what they resent from the past: and how they can over-
come what divides them. For their parts, the two Governments will con-
tinue to urge that talking is better than silence, that persuasion is better
than coercion, that agreement is preferable to disagreement, and that
progress rather than stalemate, is what the people want.

(Speech to Dinner-Discussion in St. Ermin’s Hotel, Westminster, 10th)
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Mc Ki nnon Asks ndAWhat Can Be Di

The Commonwealthés Secretary Gener al
Future

Summary by GRAHAM JARVIS, MA

Lord Limerickis seatédNA I K0 ySEG (2 52yFfR alOYAyyzy G (KS {

AiThe question is not what was done yesterday, but wh:
Secretary General Rt. Hon. Donald McKinnon. He was speaking at a European-Atlantic Group meeting

in London on 28"February 2001 to cel ebr a'fyear DéegateCwammyo nwe al t |
wel comed his speech entitled, ATomorrowds Commonweal
relating to rogue member states such as Sierra Leone and Zimbabwe.

Overall he espoused a positive image of the Commonwealth as an international institution. Donald

McKinnon presented a bright future, even though he admitted that the Commonwealth has limited

powers to fiactually make a didrfgearna eafd iHret dred stedr elsy
citizens within the 54 member states is fia very good
British Prime Mini$vegyNewlLaboy. Bl airés vision

So would anyone miss t P6fcducsd, helrgued, ddding thateventMarchestal a way

would miss it, ibecause if there is no Commonwealt|
Manchester is the next venue for the 17" games, and will be held next year in 2002. Donald McKinnon
hopes thatthe games wi | | continue to unite the CommonwealttfF

core values of democracy, human rights, the rule of law, and good government.

The Harare Declaration expressed these principles in 1991. Yet not all of the signatories seem so keen

on them. President Mugabe of Zimbabwe, for example, was not only accused of vote-rigging in the
countryo6és | ast presidenti al el ection, but al so of h
against white farmers, rollercoasting over its legal framework, and limiting the freedom of the press. In

essence he runs his regime contrary to the democratic values laid down by the 1991 declaration.

Through this action he limits opposition to his 21-year rule.
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Nevertheless, he agreed that something must be done to enforce the Commonwealth key rules for
membership. He argued that measures such as the expulsion of rogue member states should be
enforced. Other than Zimbabwe and Sierra Leone these states include Pakistan, the Gambia and

Nigeria. The threato f expul si on should be used as a deterrent.

insisted, fbecause the Commonweal th matters. 0 He
n

member countries fiwho come to power by the bar

Expulsion though is the last resort. Donald McKinnon presented a preferred alternative to help
Commonwealth countries in trouble, whatever that be. He believes that diplomacy should be used, and
the development of democracy should be encouraged. Often, he revealed, action and support is
undertaken quietly to avoid embarrassing a Commonwealth member state. Backing up his view he
believes that Ademocracy and an open economy d

r el

i mi

end of the day he ff aeslusastilbant. 0OAi t 6s al l about pe

The key he suggested, and supported by British Chancellor of the Exchequer Gordon Brown and
overseas development minister Clare Short, is education. He revealed that 70 million Commonwealth
citizens are illiterate. The institution faces other challenges in the 215t Century: the HIV epidemic
particularly in Africa, debt management i even outside the Commonwealth, and conflict resolution and
peacekeeping. Donald McKinnon stated that such

organisations, 06 and that the Commonwealth is not fAjust

Some measured criticism for the past governance of the institution was given. Donald McKinnon has
held office as secretary general for the last 11 months or so. When he began his job he noticed that

adde
of

ni s

progr

about

ithere was no clear mission statement, and therefore

At the heads of government meeting in Durban, South Africa, this question was at the forefront of
everyoneds mind.

The problem, hethinks,i s t o find the firight objectivesd an

written theses about the way forward. That, it was concluded, would involve working with the United
Nations, other international and national institutions, as well as a broad range of non-governmental
organi sations (NGOs). The main purpose of its

d Ato
the role of the Commonwealth, and indeed his own,

wa s

prograr

people in the world, whoar e suf fering from the effects of globalis

Now gl obalisation, he admitted, is not going t
developing countries. Rightly or wrongly because of cheaper manufacturing and labour costs, Western

companies will often favour a Third World country to produce its goods for sale in the West. However,

this can also attract unscrupulous employment practices and exploitation of poor workforces. Donald

McKinnon recognised that technology is accelerating the effects of globalisation. With technology

proving to be the key to stay ahead in the modern global economy, many Third world countries are left

behind. The reason is simple: they do not have the infrastructure in place, and lack the appropriate

investment capital.

In order to help developing Commonwealth nations, and sometimes other non-member countries in
need, a budget of A20m is set aside. Ma tKiid ofi% of
the whole aid programme.0 He posed the questions: fAHow can

o di

s a|

descri

t he

Cor

with such as small budget 20 and fAiHow do you i mprove j

encourage initiative rather that to create a state of dependency on external aid. Essentially this leads
to a less paternalistic approach than under colonial times. Itis designed to get Commonwealth members
to ask for assistance when Commonwealth support is warranted.

He cited the Solomon Islands as a prime example. The islands have suffered internal problems since
independence from the U.K 25 years ago. Without its own familiar structure and institutions in place
ithe new government fell flat on its face, o0 sai

d

Dona

should be Mmhomangreeowonomi c devel opment of developing

through partnership. The policy aims to move developing member states towards a capacity of self-
reliance. In turn this will cultivate, it is believed, an open economy and further the cause of democracy
through the creation of accountable government institutions.
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The Commonwealth welcomes new members. So what would be the benefits? Donald McKinnon
suggested several possible reasons why non-Commonwealth countries would like to joint he &6cl ub. 6

Primarily he said that it is because members are allo
cause. 0 Some countries he admitted would never be al
them because it is Chtmmoniweagl th, 6i heiatguéete That mig
what i f the US hadndét gained independence from Britai

the United States had become independent in the 20" Century, but wielded its present global economic

and political power, would it still have been excluded? Yet there was no sign of anti-American sentiment

in the secretary general és comments. He very much bel
and the Commonwealth.

Secretary General Donald McKinnon emphasised that the Commonwealth is more than an English-

speaking club. He believes that there are clear benefits for both large and small member states. For

example the Indian Ocean states, he expl ladugheahe , acqui
Commonweal th. Even though the United Kingdom pays 30%
that it gains the option of seeking Commonwealth support in the United Nations, and within other
international bodi es . tidhevithahe Merdicrstates. IrBoomparisdn thé envoyso s i

of that region stand alone.

So what is the future of the Commonwealth in the 21Cent ury and beyond? The Com
future, he concluded, | ies Awithi n BQdyBrikishprime minisker net wor k
Tony Blair, which is published on the Foreign and Con
in a 50™ anniversary speech. His views reflect those presented to the European-Atlantic Group by

Secretary General Donald McKinnon:

AAl'though we have achieved much together, there is s
countries suffering under repressive regimes. There are still too many individuals excluded from the

benefits of the global economy. Together, we must continue to stand up for the values on which the
Commonwealth is based. We must ensure that we translate our unique ties of friendship into shared
prosperity. o

Indeed its future is within a framework of cultural and racial diversity, shared principles, its goal of shared
prosperity within a structure of co-operating independent states. The Commonwealth has many
challenges ahead. The foremost is to demonstrate its own values and importance. Donald McKinnon
illustrated this point. Upon a school visit to Malta its pupils told him that they knew nothing about the
Commonwealth. After all since Britain joined the European Union (EU), formerly the European
Economic Community (EEC), they have only learnt about the EU.

Therefore what can be done, and what has to be done, is synonymous. More has to be done to make

future generations realise the institutionds future
programmes. Many Britons canot even answer questions
milionsofpounds spent by the European Commi ssion on 6inf
more chance of the British public knowing about EU exchange programmes than a Commonwealth

counterpart.

So Donald McKinnon has an uphill struggle. Managing the interest s of @54 sovereign cou
easy, 0 he admitted. Yet clearly the Commonwealthdés f
relevance in the 215t Century. It cannot exist without the support of its citizens. The future depends upon

the younger generation. This generation has been taught to decry the Commonwealth as an

imperialistic legacy. Surely though it is a more effectively positive than a negative institution. The

unconstructive impression must be changed for a Commonwealth future. So as McKinnon realised,

although diplomatically, it is time to catch up with the EU in the classroo

Graham Jarvis

www.europolls.co.uk, gajarvis@media-insert.com
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LORD CHALFONT, THANK YOU FOR YOUR FINE INTRODUCTION. MRS,
DANGERFIELD, LADIES AND GENTLEMEN ... IT IS A PLEASURE FOR ME
TO BE HERE ONCE AGAIN WITH THIS DISTINGUISHED GROUP, WHICH IS
DOING SO MUCH TO PROMOTE BETTER TRANSATLANTIC TIES. I AM
HONORED THAT YOU HAVE ASKED ME TO BE WITH YOU TONIGHT TO
DISCUSS THE CURRENT STATE OF U.S. RELATIONS WITH THE EUROPEAN

COMMUNITY,

NEWSPAPER READERS IN EUROPE HAVE LONG BEEN ACCUSTOMED TO
HEADLINES SUCH AS THE ONE THAT APPEARED RECENTLY IN A MAJOR
BRITISH PUBLICATION: “U.S. AND EEC SET FOR WAR.” THESE
HEADLINES GIVE AN IMPRESSION OF A SHARPLY CONFRONTATIONAL
U.S.-EC RELATIONSHIP. THAT IS NOT THE CASE. ALTHOUGH THERE
ARE SOME VERY DIFFICULT ISSUES THAT OCCASIONALLY PROMPT HEATED
EXCHANGES AND EVEN LEAD TO SANCTIONS IN SOME CASES, THE VAST
MAJORITY OF TRADE BETWEEN THE UNITED STATES AND THE COMMUNITY
IS CONDUCTED EFFICIENTLY, WITHOUT CAUSING PROBLEMS OR
IRRITATION., OF COURSE, THAT TRADE RARELY MAKES THE NEWS.

AS 1 DISCUSS SOME OF THE CONTENTIOUS ISSUES WE FACE, PLEASE
KEEP IN MIND THIS HUGE BACKGROUND OF NON-CONTROVERSIAL TRADE
WHICH BINDS US TOGETHER AND CONTRIBUTES TO OUR OVERALL

WELL-BEING. WITH TOTAL U.S.-EC TRADE LAST YEAR AT MORE THAN
$100 BILLION, WE ARE, WITH THE EXCEPTION OF U.S. TRADE WITH
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CANADA, EACH OTHER'S LARGEST TRADING PARTNERS. WITH SUCH A
VOLUME OF TRADE, SOME FRICTION IS INEVITABLE.

A FACTOR COMPLICATING OUR WORK HAS BEEN THE RECORD U.S. TRADE
DEFICIT, WHICH TOTALLED $144,6 BILLION LAST YEAR, IT GENERATED
THE MOST INTENSE PRESSURE IN CONGRESS FOR PROTECTIONIST
MEASURES SINCE THE SMOOT-HAWLEY PERIOD OF THE EARLY 1930S.
THIS PRESSURE HAS EXACERBATED TENSIONS WITH MANY OF OUR
IMPORTANT TRADING PARTNERS, INCLUDING THE EUROPEAN
COMMUNITIES. PRESIDENT REAGAN MUST BE COMMENDED FOR HAVING
TAKEN SUCH A RESOLUTE STAND AGAINST THESE PROTECTIONIST
MEASURES, SOME OF WHICH WERE PROPOSED BY MEMBERS OF HIS OWN
PARTY. PRESIDENT DELORS, AND OTHERS IN EUROPE, HAVE PUBLICLY
RECOGNIZED THE PRESIDENT'S COURAGE IN STANDING BY HIS FREE

TRADE CONVICTIONS.

THE PRESIDENT MADE CLEAR. HOWEVER, THAT FREE TRADE MUST ALSO
MEAN FAIR TRADE., IN THIS REGARD, THE PRESIDENT ANNOUNCED ON
SEPTEMBER 23 OF LAST YEAR A SERIES OF MORE AGGRESSIVE MEASURES
T0 COMBAT UNFAIR FOREIGN TRADING PRACTICES, WHICH HAVE HINDERED
OUR ABILITY TO EXPORT. ONE SUCH CASE, INVOLVING THE
LONG-STANDING ISSUE OF UNFAIR COMPETITION ARISING FROM
SUBSIDIZED CANNED FRUIT PRODUCTION WITHIN THE EC, WAS SETTLED
SATISFACTORILY LATE LAST YEAR, THE AGREEMENT STIPULATES THAT
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THE EC WILL REDUCE ITS SUBSIDIES FOR CANNED PEACHES BY 25 PER
CENT WITH THE MARKETING YEAR BEGINNING JULY, 1986,

WE WERE NOT AS FORTUNATE IN OUR NEGOTIATIONS OVER EXPORTS OF
U.s. CITRUS FRUIT TO THE EUROPEAN COMMUNITIES. AFTER FAILING
T0 REACH AGREEMENT BY THE OCTOBER 31 DEADLINE, THE UNITED
STATES IMPOSED SANCTIONS AND THE EC RETALIATED WITH
COUNTER-SANCTIONS, THIS ISSUE REMAINS ONE OF THE MAJOR
PROBLEMS TO BE TACKLED IN THE NEW YEAR. HE HAVE BEEN TRYING,
RSP BT RGO . . . FOR THE PAST 16
YEARS TO OBTAIN COMPENSATION FOR THE U.S. CITRUS INDUSTRY,
WHICH HAS BEEN DISADVANTAGED BY EC PREFERENCES TO MEDITERRANEAN
COUNTRIES. WE ARE NEGOTIATING AGAIN, AND I HOPE THAT WE WILL
FINALLY BE ABLE TO WRAP THIS PROBLEM UP THIS YEAR.

DURING THE LAST HALF OF 1985 WE CONDUCTED SUCCESSFUL
NEGOTIATIONS WITH THE EUROPEAN COMMISSION ON THE EXTENSION OF
THE U.S.-EC MAIN STEEL ARRANGEMENT, THE NEGOTIATIONS WERE
CONDUCTED IN A BUSINESS-LIKE AND EFFICIENT MANNER AND ENDED
WITH THO STEEL ARRANGEMENTS WHICH GREATLY INCREASED THE NUMBER
OF COVERED STEEL CATEGORIES. IT IS SAD THAT THE SUCCESSFUL
NEGOTIATIONS WERE MARRED BY OQUR INABILITY TO SETTLE ONE
PROBLEM: THAT OF TRADE IN SEMI-FINISHED STEEL. WE ARE STILL
WORKING WITH OUR EC COUNTERPARTS TO TRY TO SETTLE THIS ISSUE IN
A WAY THAT WILL SATISFY BOTH SIDES.
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ANOTHER AREA OF IMMEDIATE CONCERN FOR U.S,-EC RELATIONS IS
COMMUNITY ENLARGEMENT, THE UNITED STATES HAS CONSISTENTLY
SUPPORTED THE ADDITION OF SPAIN AND PORTUGAL TO THE EC, AT THE
SAME TIME, WE HAVE REPEATEDLY MADE CLEAR THIS SUPPORT DOES NOT
MEAN THAT WE WILL FORFEIT OUR TRADE RIGHTS AND INTERESTS. ON
MARCH 1, SPAIN AND PORTUGAL ASSUMED A NUMBER OF THE COMMUNITY'S
COMMON POLICIES, INCLUDING THE COMMON AGRICULTURAL POLICY.

SOME MEASURES INSTITUTED BY SPAIN AND PORTUGAL AS A PART OF THE
ACCESSION PROCESS ARE LIKELY TO HAVE AN EXTREMELY ADVERSE
IMPACT ON OUR FARM EXPORTS. ESPECIALLY GRAINS AND OILSEEDS. WE
HAVE BEEN HOLDING HIGH-LEVEL CONSULTATIONS WITH THE EC
COMMISSION TO TRY TO RESOLVE THIS QUESTION, WHICH WILL HAVE
IMPORTANT REPERCUSSIONS ON OUR FUTURE TRADING RELATIONSHIP WITH

THE EC,

THERE ARE MANY OTHER ISSUES WHICH WILL KEEP US BUSY OVER THE
COMING YEAR, 1 WILL NOT EXAMINE THEM AT THIS TIME BUT WILL
FOCUS RATHER ON A LARGER EVENT OF OVERRIDING IMPORTANCE FOR THE
UNITED STATES AND THE EUROPEAN COMMUNITY: THE OPENING THIS
FALL OF THE NEW ROUND OF MULTINATIONAL TRADE NEGOTIATIONS UNDER
GATT AUSPICES. WITH THE U.S. AND EC AS MAJOR CATALYSTS, A
CONSENSUS WAS FORMED LATE LAST YEAR TO INAUGURATE THE
BADLY-NEEDED NEGOTIATIONS THIS SEPTEMBER.



IT IS IN THE INTEREST OF BOTH THE UNITED STATES AND THE
EUROPEAN COMMUNITIES TO STRENGTHEN AND EXPAND THE GENERAL
AGREEMENT ON TARIFFS AND TRADE. GATT MUST ADDRESS MORE
EFFECTIVELY THE EMERGING ISSUES WHICH WILL CONFRONT THE
INTERNATIONAL TRADING SYSTEM IN THE COMING DECADE. IN RECENT
YEARS, THE GATT HAS COME UNDER INCREASING CRITICISM AND ITS
ABILITY TO FUNCTION AS AN EFFECTIVE FRAMEWORK FOR INTERNATIONAL
TRADE HAS BEEN QUESTIONED. WE HOPE THE NEW ROUND OF TALKS WILL
CREATE THE KIND OF REFORMS OF THE GATT SYSTEM THAT WILL RESTORE

ITS CREDIBILITY.

ONE TOP U.S. GOAL IN 1986 WILL BE TO MAKE THESE TALKS
MEANINGFUL BY INCLUDING IN THEM THE IMPORTANT FIELDS OF
AGRICULTURAL TRADE, TRADE IN SERVICES, THE PROTECTION OF
INTELLECTUAL PROPERTY, AND TRADE DISTORTING INVESTMENT
PRACTICES. AGRICULTURAL TRADE IS, OF COURSE, AN AREA OF
SUPREME IMPORTANCE TO BOTH THE UNITED STATES AND THE EUROPEAN
COMMUNITIES. WE ARE THE WORLD'S MAJOR PRODUCERS OF MANY
AGRICULTURAL PRODUCTS, A SUBSTANTIAL AMOUNT OF WHICH ARE IN
SURPLUS. WE BOTH, THEREFORE, COMPETE FOR MANY OF THE SAME

WORLD MARKETS.

AT THE SAME TIME, WE BOTH REALIZE WE MUST REFORM OUR
AGRICULTURAL POLICIES, THE NEW U.S. FARM BILL, ALTHOUGH NOT
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EVERYTHING PRESIDENT REAGAN WANTED, IS A STEP TOWARD MAKING THE
U.S. AGRICULTURAL SECTOR MORE RESPONSIVE TO MARKET FORCES. THE
EC IS ALSO STUDYING A REFORM OF ITS COMMON AGRICULTURAL POLICY,
70 ACCOMPLISH THE SAME GOAL. RESISTANCE TO SUCH REFORMS IS
STIFF IN BOTH THE U.S. AND THE EC. HOWEVER, I BELIEVE THAT KE
ARE BOTH MOVING SLOWLY IN THE RIGHT DIRECTION, COMPREHENSIVE
TRADING RULES FOR AGRICULTURAL PRODUCTS, WHICH ARE NOT NOW
COVERED BY GATT, WOULD MARK AN IMPORTANT ADVANCE FOR WORLD
TRADE IN GENERAL AND FOR OUR BILATERAL TRADE IN PARTICULAR,

THE UNSTOPPABLE MARCH OF PROGRESS HAS BROUGHT ABOUT A
SIGNIFICANTLY DIFFERENT WORLD ECONOMY THAN THAT OF A DECADE
AGO. SERVICES, FOR WHICH THERE ARE VIRTUALLY NO TRADING RULES.
ARE MUCH MORE IMPORTANT NOW THAN WHEN WE PLANNED THE LAST GATT
ROUND, RESEARCH AND DEVELOPMENT IS ALSO FAR MORE CRUCIAL TO
THE NEW HIGH-TECH INDUSTRIES, SO WE NEED STRONGER RULES TO
PROTECT INTELLECTUAL PROPERTY, THE U.S. AND THE EC ALSO HAVE A
STRONG COMMON INTEREST IN ESTABLISHING GREATER INTERNATIONAL
DISCIPLINE ON INVESTMENT ISSUES. MANY OF THE INDUSTRIALIZED
COUNTRIES HAVE WORKED FOR THE PAST TWO DECADES TO REDUCE
NON-TARIFF BARRIERS TO INVESTMENTS, AND CURRENTLY THERE ARE
OVER 200 BILATERAL INVESTMENT TREATIES IN FORCE, DESPITE THIS
WORK, TRADE DISTORTING GOVERNMENT INVESTMENT POLICIES ARE NOT

YET SUBJECT TO EFFECTIVE MULTILATERAL DISCIPLINE.
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FOREIGN DIRECT INVESTMENT IS A POWERFUL FORCE WHICH SERVES TO
INTEGRATE THE WORLD ECONOMY AND TO DIVERSIFY AND STIMULATE
WORLD TRADE. HISTORIC BOOK VALUE OF WORLD FOREIGN DIRECT
INVESTMENT WAS CONSERVATIVELY ESTIMATED TO BE $625 BILLION IN
1983, AMERICAN DIRECT INVESTMENT IN THE EUROPEAN COMMUNITY
TOTALS APPROXIMATELY $79 BILLION, THESE INVESTMENTS PRODUCE
INTERCOMMUNITY SALES APPROACHING $400 BILLION, DWARFING OUR
THO-WAY TRADE, EC DIRECT INVESTMENT IN THE UNITED STATES OF
$95 BILLION IS EVEN GREATER, HAVING DOUBLED BETWEEN 1980 AND
1984 AND EC SALES ARE COMMENSURABLY LARGE IN THE U.S.

IN 1980, THE DATE OF THE LAST PUBLISHED FIVE-YEAR REPORT, ABOUT
25 PER CENT OF U,S. EXPORTS WERE ATTRIBUTABLE TO NON-BANK
SUBSIDIARIES AND AFFILIATES OF FOREIGN-OWNED COMPANIES. THAT
IS WHY THERE ARE AT LEAST 14,000 LOCAL INDUSTRIAL ORGANIZATIONS
SUPPORTED BY U.S. STATE OR LOCAL GOVERNMENTS THAT ACTIVELY
PROMOTE INVESTMENT IN THE UNITED STATES, AND MANY STATES AND
MUNICIPAL GOVERNMENTS PROVIDE INCENTIVES FOR DIRECT INVESTORS
IN THEIR AREAS.

EUROPE, OF COURSE, OFFERS A GENERALLY FRIENDLY ENVIRONMENT FOR
FOREIGN INVESTMENT. HOWEVER, MANY LESS DEVELOPED COUNTRIES DO
NOT, AND THESE ARE PRECISELY THE COUNTRIES, MANY OF THEM

HEAVILY-INDEBTED, WHICH NEED FOREIGN INVESTMENT MOST URGENTLY.

819



820

FOR THESE COUNTRIES, FOREIGN DIRECT INVESTMENT IS THE MOST
EFFECTIVE CATALYST FOR ECONOMIC DEVELOPMENT AND INTERNATIONAL
ECONOMIC INTEGRATION INTO THE WORLD TRADING SYSTEM, IT IS
PERHAPS THE ONLY REMAINING SOURCE OF CAPITAL, TECHNOLOGY, AND
MANAGEMENT KNOW-HOW ON A SCALE NEEDED FOR LONG-TERM SUSTAINED

GROWTH,

HIGH DERTOR COUNTRIES MUST TAKE STRONG STEPS TO COURT FOREIGN
DIRECT INVESTMENT AS THE MOST ATTRACTIVE ALTERNATIVE T0
EVER-MORE DIFFICULT NEW BANK FINANCING. FOREIGN DIRECT
INVESTMENT HAS THE ADVANTAGE OF NOT REQUIRING FIXED INTEREST
PAYMENTS, EARNINGS ARE REPATRIATED ONLY IF INVESTMENT )
PROFITABLE, LOCAL ENTERPRISES ARE ABLE TO SELL TO MULTINATIONAL
COMPANIES AND OFTEN GAIN ACCESS TO NEW MARKETS AND DISTRIBUTION
CHANNELS, BOTH NATIONALLY AND INTERNATIONALLY. THAT IS WHY THE
BAKER PLAN TO DEAL WITH THE GLOBAL DEBT SITUATION PLACES STRONG
EMPHASIS ON REFORMS TO ATTRACT FOREIGN DIRECT INVESTMENT.

ADDRESSING INVESTMENT IN THE NEW ROUND IS NECESSARY IF THE GATT
1S TO REMAIN RELEVANT AND FULFILL ITS MISSION OF HANDLING KEY
MATTERS DIRECTLY RELATING TO AND AFFECTING TRADE FLOWS. IT
WILL ENABLE US TO DEVELOP A MEASURE OF DISCIPLINE THAT WILL
STRENGTHEN THE ECONOMIES OF INVESTORS AND RECIPIENTS ALIKE.
FURTHERMORE , BY AGREEING ON SPECIFIED PRINCIPLES GOVERNING



INVESTMENT, WE WILL FACILITATE THE FLOW OF CAPITAL TO
DEVELOPING COUNTRIES AND REDUCE THE USE OF MEASURES THAT

DISTORT TRADE FLOWS.

I AM HAPPY TO SEE THAT, LIKE THE INCREASING RECOGNITION OF THE
VALUE OF FOREIGN INVESTMENT, THERE IS IN BOTH DEVELOPING AND
DEVELOPED COUNTRIES A GROWING REALIZATION THAT THE HEAVY HAND
OF THE GOVERNMENT IN THE ECONOMY MUST BE REDUCED.
CONSEQUENTLY, A GREAT WORLDWIDE “PRIVATIZATION" MOVEMENT IS
TAKING PLACE, THE BRITISH GOVERNMENT IS TO BE CONGRATULATED
FOR ITS LEADERSHIP IN THIS MOVEMENT, HAVING RAISED NEARLY $30
BILLION THROUGH PRIVATIZATION OF GOVERNMENT-OWNED HOUSING,
DIVESTITURE OF BRITISH TELECOMMUNICATIONS, AND REDUCTION OR
ELIMINATION OF GOVERNMENT SHAREHOLDINGS IN OTHER ENTERPRISES.

IN SEVERAL OTHER COUNTRIES THROUGHOUT EUROPE, GOVERNMENTS ARE
MOVING TO TRANSFER FUNCTIONS FROM THE BUREAUCRACY TO THE
PUBLIC. GERMAN CHANCELLOR KOHL'S STATEMENT OF MAY 4, 1983, I
BELIEVE, CHARACTERIZES AN EVOLVING EUROPEAN ATTITUDE TOWARD THE
ROLE OF GOVERNMENT. HE SAID, “THE MORE THE GOVERNMENT STAYS
OUT OF THE PICTURE AND GIVES FREE REIGN TO THE INDIVIDUAL, THE
MORE SUCCESSFUL AN ECONOMIC SYSTEM WILL BE. WE WANT LESS
GOVERNMENT, NOT MORE, WE WANT MORE, NOT LESS, PERSONAL

FREEDOM.”
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AS A RESULT OF THIS NEW ATTITUDE, CONFERENCES ON PRIVATIZATION
ARE BECOMING MUCH MORE PREVALENT IN EUROPE AND THE U.S. 1
PARTICIPATED IN SUCH A CONFERENCE LAST MONTH SPONSORED BY THE
INSTITUT ECONOMIQUE DE PARIS, AND THE U.S. AGENCY FOR
INTERNATIONAL DEVELOPMENT SPONSORED IN WASHINGTON LAST FEBRUARY
17-19 THE FIRST INTERNATIONAL CONFERENCE ON PRIVATIZATION WITH
HIGH-LEVEL PARTICIPATION FROM AROUND THE WORLD.

THE U.S. IS CONSIDERED BY MANY AS THE MOST PRIVATIZED OF
NATIONS WITH OVER 90 PER CENT OF OUR ECONOMY IN PRIVATE HANDS.
WE, THOUGH, ARE STILL ENCOURAGING MORE TRANSFER OF GOVERNMENT
OPERATIONS TO THE PRIVATE SECTOR. CONGRESS CURRENTLY HAS
BEFORE IT, FOR INSTANCE, THE SALE OF CONRAIL, OUR
GOVERNMENT-OWNED RAILROAD. 1IN JAPAN, TOO, DURING THE NEXT FIVE
YEARS, THE PUBLIC SECTOR SHOULD BECOME MUCH SMALLER AS THE
JAPANESE GOVERNMENT MOVES AHEAD WITH PLANS TO SELL ALL OR PART
OF ITS STAKES IN NIPPON TELEGRAPH AND TELEPHONE (NTT), JAPAN
NATIONAL RAILWAYS, JAPAN TOBACCO, AND JAPAN AIR LINES.

SUCH MOVES REPRESENT A REVOLUTION IN ECONOMIC THINKING WHICH, I
BELIEVE, WILL HELP SIGNIFICANTLY TO REVITALIZE THE WORLD
ECONOMY. THE DEBATE WILL CONTINUE ON THE MERITS OF
PRIVATIZATION, BUT I THINK IN MOST COUNTRIES IT IS NO LONGER A
QUESTION OF WHETHER OR NOT TO TRANSFER CERTAIN
GOVERNMENT-OPERATED PROGRAMS AND ACTIVITIES TO THE PRIVATE
SECTOR, BUT RATHER OF HOW TO DO IT.
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RETURNING TO U.S.-EC RELATIONS, LET ME SAY THAT I AM ENCOURAGED
BY RECENT ECONOMIC DEVELOPMENTS. THE DROP IN WORLD OIL PRICES
SHOULD HAVE A BENEFICIAL EFFECT FOR BOTH THE UNITED STATES AND
EUROPE IN GENERAL, SPURRING ECONOMIC GROWTH AND REDUCING
INFLATION, “EUROPESSIMISM“ IS BEING REPLACED BY

“EUROPTIMISM.” THE RECENT DROP IN THE VALUE OF THE DOLLAR IN
RELATION TO THE WORLD’S MAJOR CURRENCIES IS ALSO A POSITIVE
SIGN FOR THE U.S. TRADE DEFICIT., UNFORTUNATELY, BECAUSE OF THE
S0-CALLED “J-CURVE EFFECT,” WE PROBABLY WILL CONTINUE TO HAVE
HIGH MONTHLY TRADE DEFICITS FOR MOST OF 1986 BEFORE THE EFFECT
OF THE CHANGE IN THE VALUE OF THE DOLLAR IS FELT. RENEWED
GROWTH IN EUROPE SHOULD INCREASE DEMAND FOR U.S. IMPORTS AND
THE DECREASE IN THE VALUE OF THE DOLLAR SHOULD EVENTUALLY MAKE
U.S. 60ODS MORE COMPETITIVE WORLDWIDE, HELPING TO REDUCE
PROTECTIONIST PRESSURES IN OUR CONGRESS.

IN THE LONG RUN I AM CONFIDENT THAT, DESPITE OUR OCCASIONAL
TRADE DIFFERENCES THAT SEEM TO DOMINATE THE NEWS, OUR
COMMONALITY OF INTERESTS WILL CONSTITUTE THE FOUNDATION FOR
CONTINUED CLOSE RELATIONS, NOT ONLY OUR ECONOMIC PROSPERITY,
BUT ALSO OUR SECURITY, DEPEND UPON CLOSE U.S.-EUROPEAN
COOPERATION., THESE RELATIONS HAVE LONG BEEN AND WILL CONTINUE
TO BE THE CORNERSTONE OF U,S. FOREIGN POLICY, EMBODYING AS THEY
DO OUR PRINCIPLE DEFENSE ALLIANCE AND OUR CLOSEST CULTURAL AND

HISTORICAL TIES,
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IN SUMMARIZING THE CURRENT STATE OF U.S.-EC RELATIONS, I WOULD
LIKE TO DRAW ON THE RECENT WORDS OF EC VICE PRESIDENT WILLY DE
CLERCQ, WHO APTLY SYNTHESIZED MY OWN VIEW: “I REMAIN CONFIDENT
IN MY BELIEF THAT OUR THO SOCIETIES, WITH THEIR SHARED VALUES
OF FREEDOM, RESPECT FOR THE INDIVIDUAL AND DIALOGUE, HAVE FAR
MORE TO UNITE THAN TO DIVIDE THEM. AGAINST THIS BACKGROUND, I
HAVE NO DOUBT THAT WE ARE BOTH ABLE AND WILLING TO OVERCOME
PROBLEMS, AND THAT DIALOGUE AND COOPERATION WILL PREVAIL.”

THANK YOU.
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THE GULF WAR

by
SIR JOHN MOBERLY, KBE, CMG.
(Former British Ambassador to Iraq)

How did it start?

Conflicting Iraqi and Iranian responses to the UNSG's efforts to achieve
a cease fire in the Gulf war have focused attention on the responsibility for
starting it. Since the events of 1980 have been obscured for many people by
the fog of propaganda and counter-propaganda, it may be timely to spend
a few minutes to start with looking at this question.

Leaving aside historic Arab/Persian and Sunni/Shi'i rivalries three more
recent events set the stage for what has followed;

The 1975 Algiers Agreement

This agreement was negotiated between the Shah and Saddam Hussein,
then Vice President but already effective ruler of Irag. In it Iraq conceded
to Iran that the frontier henceforth would run along the middle of the Shatt
al-Arab (the waterway that runs into the head of the Gulf from the confluence
of the rivers Tigris and Euphrates) as opposed to along the Iranian shore in
return for Iran’s giving up sustaining the Kurdish rebellion in Northern Iraq.

The expulsion in 1978 of Ayatollah Khomeini from Iraq where he had been
living in exile for fourteen years

Had Khomeini stayed in Iraq, where he was subject to close Iraq
surveillance, he and his associates would have had much more difficulty in
arranging the distribution of tapes and leaflets that played so important a role
in encouraging the national uprising against the Shah in Iran in late 1978.
As it was he moved to Paris, a good communication centre, nursing a deep
and personalised grievance against Saddam Hussein for his expulsion and for
a subsequent fierce action against his followers in Irag.

The Iranian revolution late 1978 and 1979

The Revolution in Iran presented Iraq with a mew and potentially
unsettling situation, but Iraq had no immediate reason to want to upset the
balance that had been achieved, with the Shah removing many Iraqi
anxieties. Initial overtures were made by Iraq aimed at peaceful coexistence
with the revolutionary government in Iran but they were rebuffed by the
Iranian regime which:

(a) started a propaganda campaign in the media urging Iragis to overthrow
the Ba’thists in Iraq; \

(b) provided material and moral support for the Shi'i opponents of the
Ba’th party in Iraq, particularly the Da'wa party;

(c) resumed support for Iraqi Kurds moving against the Iragi government;

(d) inspired an attempt on the life of Tariq Aziz, a leading member of the

Ba’th party hierarchy, now Foreign Minister of Iraq.



The Iragis responded by:

(a) suppressing underground Sh’ite organisations;

(b) verbal counter-attacks against the Iranian Islamic regime;

(¢) supporting separatist elements in Iran e.g. Iranian Kurds and the Arabic
speakers of Khuzistan;

(d) hostile words were in 1980 followed by armed clashes along the frontier
and by Iraq’s abrogation of the Algiers agreement on 17th September
1980 and by Iraq’s crossing the frontier into Iran in force on 22nd
September 1980.

Why did the Iragis move into Iran in force in September 19807

The hostility of the new Iranian regime to Ba’thist Iraq certainly provided
good grounds for firm defensive preparations by Iraq and for the utmost
vigilance, But were the risks of waiting on events greater than the risks that
Iraq in the event incurred by invading Iranian territory? A number of factors
can be discerned that played a part in the Iraqi government’s decision to
move as they did:

I. The isolation of Iran, its quarrel with the United States, the disin-
tegration of its armed forces, and the departure or death of so many
officers suggested a window of opportunity for Iraq in Iran: i.e. an
opportunity to reduce the threat posed by Iranian hostility to Irag’s
integrity and to claw back the concessions made by Iraq at Algiers over
the Shatt al-Arab frontier, which Saddam Hussein no doubt felt as a loss
of face.

2. The Iraqi leadership may also have seen an opportunity to reinforce
Iraq’s aspirations towards leadership in the Arab world by seeking to
reverse Iranian occupation of Abu Musa and the Tunbs. The Iraqi
leadership may also have had a hope, stimulated by Iraqi exiles, of
toppling the undoubtedly hostile Islamic republican government in Iran,
but if that was so, President Saddam quickly thought better of it and
ordered a halt to the Iraqi offensive before it had attained many
significant objectives that could have been within reach. Perhaps he
thought Iraq had done enough to deter Iranian hostile intentions, and
he was in any case keen to avoid heavy casualties that might erode
popular support for the Ba’th party’s rule and for the war. :

3. But the most important consideration of all in my judgment was the
Iranian attempt to subvert the loyalties of the 55% of the Iraqi
population who are Sh'is. This attempt touched on the rawest sensi vity
of the mainly but not totally Sunni leadership of the Iraqi Ba'th, anc
cut across their considerable but unstable achievement in cre:
Iraqi nationalism transcending ethnic and religious divisions.

Responsibility for the War—Conclusion i s
There can be little doubt that the Iraqis were the first
protagonists to move across the other’s frontier with '

army, but a substantial share of the responsibility f
lies also with the Iranians. There is some parallel

the June 1967 war between Isracl and the Arak
considerable provocation and threat from
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Straits of Tiran but the war itself was started with the preventive stroke of
the Israel airforce against the Egyptian airforce and military airfields.

For a long time now the Iraqi government has shown confidence in their
interpretation of the events leading up to the war by accepting the concept
of an international investigation to establish responsibility for the war. Most
recently they have reaffirmed this by accepting SCR 598 with its request to
the UNSG to explore, in consultation with Iraq and Iran, the question of an
impartial body enquiring into the responsibility for the conflict.

THE WAR

Objectives

In Irag: The Iraqis have long since abandoned their wider aims, i.c.
toppling Khomeini, territorial adjustment and recovery for the Arabs of
Tunbs and Abu Musa. Survival is now the key. For President Saddam and
his immediate associates this means their continuance in power; for the Ba’'th
party keeping their dominant structure intact, for most Iraqis the preserva-
tion of a secular system of government, maintaining the material gains
achieved in recent years and the general social and economic framework to
their life. A comprehensive ceasefire, as in SCR 598, accompanied by
withdrawal to positions from which both sides started would now be
welcomed by the Iraqi leadership, i.c. a return to something like the Algiers
agreement of 1975.

But Iragis of nearly all persuasions will not accept that Iranian Mullahs
should dictate what form of government or social organisation should prevail
in Iraq. Hence their grim and weary determination to maintain their defense
so long as is necessary to achieve peace without humiliation.

In Iran: Though the Iranians appear now to be willing to go along with
some form of international adjudication under UN auspices on responsibility
for causing the war, they see this only as a prelude to the condemnation of
Iraq. The punishment of the aggressor remains a constant theme, as does
financial compensation for Iran’s losses. It is by no means clear that Iran has
given up its requirement that President Saddam must go. Nor have the
Iranians yet said anything that might convince the Iragis that in the unlikely
event of President Saddam stepping down, they would be willing to discuss
peace with other Ba’th party leaders. Iraqis suspect that Ayatollah Khomeini
and his associates will be content only when they have imposed on Iraq an
Islamic regime similar to that existing in Iran. Ayatollah Khomeini, who has
the last word, has said nothing to endorse the softer approach that the
Iranians have hinted at in the UN. But is the impossibility of achieving their
aims in Iraq now coming home to Islamic leaders in Iran, as the possibility
of defeating Iraq looks increasingly remote? May they now be seriously
looking for a way out without loss of face: could this be more easily achieved
while Khomeini is alive or after his death?

The Home Front

In Irag: Whatever Iragis may think of their present government, and there
are naturally contrasting views about this, most of them, including a majority
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of Shi'i, are at one in their rejection of what they see going on in Iran. Under
the rule of the Ba’th Party substantial material gains have been made in terms
of education and health facilities, removal of illiteracy and extreme poverty
and raising the standards of living generally, in providing fresh water and
electricity in the towns and in the countryside and in the enhancement of the
role of women. Iragis as a whole do not wish to put these gains at risk and
it has been noticeable that as the war has gone on, the influence of the
opposition Shi'i Da'wa Party has declined. The fact that there have not been
substantial desertions of Shi'is who form a large section of the rank and file
of the army, speaks for itself. Many, even of those who like Saddam least,
see him as the man with the intelligence, flexibility, determination and drive
to be able to keep the Mullahs out.

In Iran: There appears to be no credible threat to the Islamic leaders’
control of the country. There is not the same tight centralised control that
the Ba’th Party structure provides in Iraq. There appears to be more
democratic discussion of options with decisions being taken by vote in the
majlis. But Ayatollah Khomeini has the last word while staying aloof from
day to day decisions. Though middle class Iranians may complain to
foreigners in a way that would be hardly conceivable in Iraq, the mass of the
population still seem to be behind Khomeini and to be prepared to g0 on
making sacrifices at his behest. Indeed the sacrifices already made in the
interest of defeating Iraq may inhibit the Iranian leaders from proposing a
compromise with Saddam Hussein. Young volunteers still come forward to
join the volunteer force, the Basij, and their parents seem ready for them to
do so. There has been much speculation about the existence and identity of
rival groups within the Islamic leadership. The fact that there are conser-
vative and radical factions when it comes to social or economic organisation
does not necessarily mean that one side or the other is more moderate or
more favourable to a ceasefire. It may be that present pressures on Iran will
have the effect of causing a closing of ranks. When Khomeini dies, any new
leader may have for the time being to appear even more zealous in
prosecuting the war in order to establish his credentials. But in the longer
term perhaps other views would have more chance of being heard.

Outside Support

For Iraq: The avoidance of an Iraqi collapse has been widely accepted in
the Arab world (apart from Syria and until recently Libya) and more widely
by the superpowers, EC countries and Japan as being a very high riori
if the stability of the Gulf region and the oil operations within it i
preserved. Consequently Iraq has been able to obtain vital financial
(principally from Saudi Arabia and Kuwait) and military s 1
kinds, thus being able to build up a very considerable superiority over lra
in almost all kinds of military equipment. =

For Iran: Unequivocal overt support has been limited to Syria and L
many other countries have been prepared to supply or channe
elsewhere to Iran either for commercial gain or to ret
future influence. Iran has also used much in genuity

international arms market though the prices haw

FAL S
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The Iranian Revolution has struck a sympathetic chord not only amongst
other Shi'ite communities, but also amongst some revolutionary groups
exploiting Islam elsewhere. In addition a number of Third World countries
are not unsympathetic to Iran’s defiance of the United States.

The Military Stalemate on Land

Neither side has been particularly adept in making the best use of military
hardware available to it, though Iraq’s use of its airforce against Iran’s oil
exporting capability has become increasingly effective.

Iraq has been handicapped by the Ba’'th party's rigid centralised system
which has been extended to the conduct of military affairs. Where the
penalties of making a mistake are so severe, few commanders like to take bold
initiatives on their own. Most will want to be covered by the approval of
higher authority, or failing that by a decision taken in committee, so that if
things go wrong the consequences cannot be laid solely at the individual
commander’s door. Thus military commanders tend to err on the side of
caution and are not so good as their Iranian opposite numbers at seizing and
exploiting unexpected opportunities. The result has often been that Iraqi
movements have been ponderous and slow and the Iraqi army has tended
to develop a Maginot Line mentality, preferring to stay within massive
defensive lines not too far from creature comforts. Nevertheless, over the
seven years the Iraqi army have developed a considerable expertise in
defensive fighting, based on the use of their massive superiority of fire power
and their command of the air. The Iranians on the other hand are the mirror
image of the Iraqis. The lean, bearded athletic men in tennis shoes are short
of heavy arms but they are innovative and flexible, ready to seize an
unexpected opportunity, and they are imbued with the Sh’ite spirit of
martyrdom. They are fanatically ready to die. The Iranians have also
developed a formidable expertise in making do and mending old or damaged
equipment. They've also developed methods of fighting much less dependent
than the Iragis on sophisticated equipment. And there are fifty million
Iranians compared with fifteen million Iraqis!

But despite the Iranians’ flair and their ability on many occasions to take
the Iraqis by surprise, they lack the logistic back-up to make a real break
through on land against the formidable Iraqi defensive positions, manned by
an increasingly competent if uninspired Iraqi army, protected by almost total
command of the air and operating on interior lines. Since the Iranians moved
onto the offensive in Iraq, the pattern has always been the same i.e. initial
Iranian achievement of surprise, development of an opening, some territorial
gain, but an inability to maintain the momentum or to exploit the advantage
won. This was the pattern at Fao and often before.

It is difficult to foresee other than continuing stalemate on the battlefield.
The question remains whether a succession of minor setbacks could in the
end erode Iraqi morale in the army or on the home front, to the point where
even with only limited logistic backup the Iranians might be able to achieve
a significant victory that could undermine the present Iraqi regime. It is the
nagging uncertainty on this point that has led the Iragis to pursue the tanker
war with such determination.
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The Economic Background to the Tanker War

The Iranians achieved considerable initial success by knocking out Iraq’s
terminal platforms at the head of the Gulf and by thus preventing any further
export of Iraqi oil through the Gulf. They followed this up by persuading
Syria to cut the flow of Iraqi oil through Syria to the Mediterranean. For
a time Iraq was limited in its exports of oil to the pipeline through Turkey
carrying originally 650,000 bpd. Iran in the meantime was able to export two
million bpd through Kharg Island and to maintain its war effort without too
much financial strain.

To deal with this situation Iraq embarked on new pipeline projects

(a) upgrading and then doubling up the pipeline through Turkey giving an
export capacity of 1.5 million bpd

(b) constructing a link to the petro-line across Saudi Arabia giving an
export capacity of 500,000 bpd

(c) and now a complete pipeline all the way to the Red Sea giving a total
capacity by that route of 1.1 million bpd (completion in 1989).

Secondly Iraq started the attacks on Kharg Island and on tankers sailing
to and from Kharg and also attacking oil transhipment facilities further down
the Gulf. In doing so Iraq had made a judgement that all diplomatic efforts
to modify the Iranian stance had failed and would continue to fail, so long
as Khomeini was in charge. The only way to get out of the war was to hit
Iran’s oil export capacity and thus reduce the country’s ability to acquire the
means to continue the war.

From that moment onwards the Iraqis or Iraq insisted that while a
complete cease-fire would be welcome at any time, it could not and would not
accept a partial cease-fire that would leave the Iranians free to go on exporting
their oil at the highest capacity that their oil installations could now manage
and to continue to pursue the war of attrition against Iraq on land. Iraq also
set about trying to persuade the outside world to stop supplying arms and
other goods to Iran that could prolong Iran’s ability to carry on the war.

The Evolution of the Latest Crisis

Once Iraq had determined in 1985 to counter the threat of attrition posed
by the continuation of war by attacking Iran’s oil export capacity, the risk of
the war spreading became more immediate. Indeed one element in Iragi
thinking was no doubt to try to involve the international community in more
sustained efforts to bring the war to an end.

'

The Iraqi attacks themselves were a serious threat to neutral sk
trading with Iran, but the international community made little

this and there were at that stage plenty of tanker owners and se
to make the j Joumey to the Gulf, because the money to bemuh

later from very fast armed launches on tanken rad
of the Gulf.



The Iranian attacks took place only in response to Iraqi attacks and the
Iranians were for much of the time careful to avoid Saudi ships. Possibly this
restraint was in the interests of achieving Saudi cooperation in keeping up the
price of oil.

The Iranians concentrated particularly on Kuwait tankers since the port of
Kuwait had become a major point of entry for war supplies for Iraq as a result
of Iran’s successful closure of the Iragi ports at Basra and Umm Qasr very
early in the war. The fact that Kuwait had been singled out for these Iranian
attacks was the background to the request of Kuwait to the two superpowers
for their agreement to reflag Kuwait tankers. Hitherto Kuwait had always
been particularly negative about the involvement of the superpowers, partic-
ularly the US, directly in the Gulf. Soviet agreement to lease tankers to
Kuwait changed a reluctant US response to the Kuwait request into rapid
agreement to do what the Kuwaitis asked and to follow this up by providing
escorts for the Kuwait ships flagged by the US.

In the light of hindsight we can see that the Iranian response was to mine
channels where the reflagged ships might pass. The first victim of this counter
action (though this has largely been lost sight of) was one of the Soviet
chartered tankers, but the Russians evidently decided that a quiet response on
their part was most likely to contribute to their aim of gradually developing
better lines of communication with Iran, while retaining their influence and
assets within the Arab world.

Were the Americans wise to reject out of hand the Soviet offer to discuss with
them the problems involved in maintaining freedom of navigation in the Gulf?

One of the reasons given by the US for agreement to Kuwait's reflagging
request was that it was necessary in order to keep the Russians from becoming
more deeply involved in the Gulf.

But the Russians are already there and they have diplomatic relations not
only with the two Yemens and Kuwait but also now with the UAE and Oman.
They will not go away and in due course it is likely that other countries in the
peninsula will want to have diplomatic relations with them too.

Concern is sometimes expressed that the Russians might seek to occupy the
oil producing states in the Gulf, or at any rate to use influence there, to deny
Gulf oil supplies to the West. This does not, however, seem a very realistic
scenario. The experts do not believe that the Soviet Union will in the
foreseeable future have a need for Gulf oil, since its own production will be
sufficient for its needs. The market for Guif oil, therefore, seems likely to
continue to be the US, Western Europe, Japan and perhaps increasingly the
developing world. The Russians would do severe damage to their influence in
the I;;\rab world if they tried to stand between the oil producers and their
markets. -

If this analysis is right, there would be advantage in seeking dialogue and
cooperation between the superpowers in the Guif to secure freedom of

navigation, instead of allowing fm&uwm between them.
The absence of cooperation between the superpowers could mean a situation
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arising where they are drawn into a dangerous confrontation in circumstances
that are not directly under their control and where other players, e.g. Iran and
Iraq will have a determining influence on what happens.

The United Nations Role

The present crisis in the Gulf presents what is maybe a unique opportunity
for strengthening the role of the UN in managing and perhaps settling
disputes in the world. Not for many years has there been a situation where
all five permanent members are broadly agreed about what should be done.
SCR 598 was in itself a great achievement in setting a framework for a
settlement. But it also provided for a further meeting as necessary to consider
steps to ensure compliance with the resolution. Both the Russians and the
Chinese as well as the US, UK and France in accepting SCR 598 have
accepted the principle of moving on to enforcement measures if the Iranians
continue indefinitely to prevaricate about accepting the resolution.

The Soviet Union has suggested that the establishment of a UN force
should be considered as a means to maintain freedom of navigation in the
Gulf. It will be a pity if western countries appear to reject this proposal out
of hand. The practical difficulties are great but not necessarily greater than
practical difficulties in 1957 when UNEF was established in the Suez Canal.
It would not be necessary in the first instance to think of providing common
rules of engagement for ships of different nationalities sailing in company. A
first step might be to give UN cover through a security crucial resolution to
the activities of the ships of different nationalities operating in Gulf waters.
This in itself could be a very significant and important step forward in
strengthening the role of the UN in this and in future international disputes.
A UN cover of this kind could provide a framework within which the US and
USSR could cooperate. Furthermore it would be easier for GCC countries to
offer full facilities to outside forces if they were operating under UN auspices
in this way. They might also be less of an obstacle for any Iranians now
looking for a compromise without loss of face, and they would be more
acceptable to Third World opinion generally.

The Way Ahead

The first priority must be to try to maintain the consensus amongst the five
permanent members of the Security Council, who are committed to consider
follow-up action in the event of Iran’s continued refusal to accept SCR 598.
This does not preclude further diplomatic probing of Iran's willingness to
accept a cease-fire, but this probing should be against the background of a
declared willingness to impose a mandatory arms embargo should the probing
produce no results. At the same time Western countries should make it clear
to Iran that hostile action such as mining or rocket attacks threatening thess
shipping will not be tolerated and, if possible, this defensive action should
endorsed by the Security Council. The approach to Iran should be &
content, but conciliatory in tone.

(From an Address to the European-Atlantic Group on Scpm”. 15 87 ot s
Hotel, Westminster, S.W.1) s e 3

o <
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A: Questions answered briefly

1- Will the Army Stay or Go after the
Transitional Period?

2- What about the New Constitution?

3- What about true Democracy?

4- What about an Islamic State Iranian-Style?

5- Will Egypt and Iran Become Allies?

6- What about Camp David Accord?

7- What about the Strategic Alliance with the
Us?

8- What about the Relationship with Britain?

9- What about the basis of the Relationship
between Egypt and the West?

10- What about the Egyptian Economy?

11- What Lessons?

12- What about contribution to Politic Theory?
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B: Some Important Issues

Issue One: What about Stability in the Middle
East?

Issue Two: What about Religion in the New
Constitution?

Issue Three: The Doctrine, Potential and the
Future of Egypt’s Economy?

C Other Topics

1- Israel: “The People say ‘Down with the
System””

2- The Arab League: A useless, meaningless,
aimless and expensive organisation.

3- Populization of the so-called National Press

in Egypt.
4- Regime Change in the Gulf Area?

5- Oil: Market Perception, Supply Issues, Price
Issues, Products and Refineries, and
Logistics.
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“ When that time comes, there will be an altar to the Lord in
the land of Egypt and a stone pillar dedicated to Him at the
Egyptian border. They will be symbols of the Lord Almighty’s
presence in Egypt. When the people there are oppressed and
call out to the Lord for help, He will send someone to rescue
them. The Lord will reveal Himself to the Egyptian people, and
then they will acknowledge and worship Him, and bring Him
sacrifices and offerings. They will make solemn promises to
Him, and do what they promise.

The Lord will punish the Egyptians, but then He
will heal them. They will turn to Him, and He will
hear their prayers.” (ISAIAH 19: 19-22)

“ The Lord Almighty will bless them and say *“ | will
bless you, Egypt, my people’.” (ISAIAH 19:25)




The RT. HON, LORD HAMILTON OF EPSOM,

Distinguished Guests, Ladies and Gentlemen

Standing before you to talk to you is a man deeply in love, and has

been deeply in love, for as long as he can remember, and hopes to

remain in this deep love for as long as he lives.

My love is a very special unmatched beauty:

Her most attractive, clear and serene eyes are as blue as its

Mediterranean Sea,

Her beautiful lips and cheeks are as red as its “Red Sea”,

Her dark hair resembles a dreamy night shining, as a full

moon shines,

Her ears are unique, in that they are the only ears which
listened to the one, and only one, conversation between God

and His Prophet Moses,

Her mouth was the first to recite a “One God Aten” prayer,
and must have been, also, the first mouth to repeat the Ten

Commandments,

Her voice is as sweet as honey, as warm as the hug of a mother
for her newly-born baby, as loud as the call for prayers from a
Mosque, or the ringing of bells from Churches, as loving as

that of Don Juan romanticising.
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Her bare feet must have been the First to walk on the “Sacred

Valley”, on her land “Jesus the Messiah left his footprints”.

Her Nefertiti stunning neck, while symbolizing “Pride” is
decorated with a Unique Necklace. It is a “Delta” shaped one,
with a dangling Nile routed velvet line, covered, elegantly, with
very special Jewels. Such Jewels are more precious than the
scarcest of diamonds. These are the Jewels “Marking the
Footsteps of Lord Jesus and the Holy Family”, who uniquely
blessed almost every part of her body.

She is wearing a stunning green dress, resembling her beautiful
vast green fields, to which God sent His Prophets and

Messengers for her abundance, then, of food and water,

The green dress has a very dainty special pattern of a “Cross
within a Crescent”, and is warmly embraced by a golden
coloured Scarf, resembling the sands of very special deserts, of

which one, at least, has been blessed,

She is holding in her hand the “Key to the Nile”, to confirm her
ever-lasting origin of being the “Gift of the Nile”,

She is Cleopatra, confidently and beautifully standing,
guarding her sacred surroundings with a “Sphinx-Type”

posture, with her head held high, and



e Last, but not least, she is the only one, which stands almost in
the “Middle of the World” with an uninterrupted access view
of North-South, and East-West. Being in such a unique
location, she, throughout history, has exported valuable
science, culture and beauty, on one hand, and on the other
hand was repeatedly a target for envious greed, and flirtatious

obsessed undesirable companion-seekers.

I am sure you must have, all, identified my unique unmatched love,
for there is only one, which all the above features could fit; it is

“Egypt”, and no other.

e On 25" March 1990, I gave a Talk in Cairo, stating Egypt is
experiencing the Politics of Decline to a dangerous level and
attributed this primarily to the “erosion and dilution of
Egyptian Nationalism since the middle fifties, culminating with
the dropping altogether of the name, Egypt, replaced it with
UAR. I said what is needed is a “revival of Egyptian
Nationalism to boiling point, by direct appeal to the people, to
their acquisitive and patriotic instincts over the heads of some

ineffective institutions”.

¢ In October 2010 I gave two Talks and I repeated the warning,
that unless such a revival of Egyptian Nationalism, plus
stopping discrimination against the Egyptian Copts, Egypt
might be faced with two alternative outcomes: either a True

Nationalistic Revival or a Civil War.
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e On New Years Eve 2011, after the massacre of the Egyptian

Copts in Alexandria, I became concerned that Civil War may
be on the horizon. However, knowing the peaceful, kind-
hearted people of Egypt, and being convinced of the
fundamental homogeneity of the Egyptian society, Copts &
Muslims, I was inclined to rule out such a probability of civil

war.

However, within only 25 days, this unique miracle of a country
proved, beyond doubt, not only that any probability of a civil
war is totally ruled out, but, more significantly, that at long last
“Egyptian Nationalism & Patriotism are now at the highest

boiling point, but rational & peaceful”.

Moreover, within only 18 days from that memorable day in
January, and after having regained confidence in themselves,
not only did they remove the head of the most suppressive
dictatorial regime in recent history, but, also, began putting
forward an agenda of logical & systematic demands. More
importantly, they provided a totally original paradigm of
“Popular Uprising”, which will have its natural justifiable
place in history and in the curriculum of the 21* Century’s
“Political Science”. The people of Egypt said it in a loud,
peaceful, but humble, way “Our 10,000 years of civilization is
not dead, but well and a live, ready to continue their

contribution to the world at large”.
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This fundamental achievement raises many important questions,
though they all stem from the question of where do we go from here,
the majority of those questions will have much wider ramifications
not only regionally, but internationally. Here, after our distinguished
next speaker delivers his speech, I list, just a few, such questions in
preparation for the open discussion. The following is only a
summary:
* Will the Army stay or go after the transitional period?
De jour, very unlikely to stay, except if a state of anarchy
prevails, de facto I pray not. We need to remember that the
Army this time came to power “Bottom-Up and Not

Top-down”.

e What about the New Constitution?
-2t about the vew Constitution?

None of the democratically related issues are likely to present a
serious problem. But, clauses relating to meaningful and true
“Secular State” & “Equality in Citizenship” are most likely to

be more controversial, but, optimistically, soluble.

e What about true “Democracy”?

In theory and in the new Constitution, the answer is “Yes”.
But, in practice there are many serious obstacles, which may

take time to overcome.

e What about an “Islamic State Iranian-style”?
"= _olamic State, Iranian-style”?

Totally & utterly unlikely. Connected to this “will the Moslem
Brotherhood” rule Egypt? The answer, in the short and
medium term, is categorically “No”, and in the long-term “we

are all dead”, as Keynes, said.
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