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R THE THIRD 1ime chis cen-
turv che Unied Smares faces a
new wewhd, It lnoks 1o mansy wavs
like tha world thar America bas for forty veurs
struggled 1o creare, a world i bardhe dared bope
fur. Bur even so it poscs new and difhealr ques
nions about the intematonat sestern and Amer-
ca's place in it Amencn compentive twoubles,
Asian industrial mnzhi, end contmuag Furepean
incegmagon cremte e baeas foe 2 whelly new
svstem of relanaons aceng the major powers that
will substaneally reduce American infence, For
the owiment, the U5, sall leads, bue more by
default than frem strength.

For over four decades the posowar security
svalem presumed a Sovier encmy. a U5, militany
arnbrella over allies in Western Burope and A,
and 2 swstern of tTee trade and stable mance
derrimatesd atwd coorcd et ::':-_'.' the Dures? Stares.
s svanan of rade and finance, establishec
witlten GATT. Bremen Woods, and successor
agreemencs, reswd on Amencan nduserial and
rechnolowical leadership, Thay Gnandaran of

This articte 5 deawn foum o new Lok 15001 the
Berkeley Houndtable on the Inrermational
Fomwnns (BRIF] eotntled S fleiesr Saake: The
Evsmtrrn Esemrnns of ohe Srr dacsrity Nyiivn
08 bxfiard Uniiversity Fress, 19920

Michael Borros, 3reve Weber, and [ohn
Zyvstman teach ar rhue Lniversime of Califommia,
H::l'ki.".l.:}. Michacl Bocros and Jobn Avaiman
are wr-diceetoes of BRI, [aseph Willikogmanz.
an cditoe ar TIRIE.

power made it possible for the Laited Staces o
support the rebudlding of Eumpe and japan,
wstalligh for ipself favorable terms of trade, and
claonel eonopliance with its sceunty aims.

Pur now the United States is shipping. Its
technological and ceonomic position s declining
relative o the other industrialized nations, As o
result. the sovernment’s ability to exact comph-
ance of exercise leverage in the intermadwnad svi-
tem is dimdnished, The United States hays been
oainfully conytmined in s abiliy o conrolure
developrent aid w0 the Baincs or oo invest i re-
frrrn m Central Furope. IFche Uomed Stares were
o couclude thae massive assstance o Bussi was
in fact advisable. ic wouid have to rise the money
hat-in-hand just a5 it did we finance the CGulf War,
This chiongy in capnbilities is oot just 9 result of
rernporery trencks, and i will net be reversed by
balanced-hudger amendmenrs, the end of the car-
renk recession, of other tinkerng at the margins,
le i+ a fundamental change, FHaving lose es tech-
r:ut‘.-[ﬂg'im| ancl indeesmal I'Il::gl"_"Tr1ﬂil_1|.'1 the Urited
arares will be mereasmelye subject w che Jands of
constraints that iz used to tmposs on others,

ATerics’s ecconom: position relative w ity
bt strowsgest alties hay shifted fmen almest 410
i 1950k T viemal paemy o 15990 For vaars,

"This measare, cumperzblve (GIF, sxpresses fao
changes. Ameca’s declining posithn ad the
chamye of s princpel allies, T (970 Broen and
Frunee were Amenc'’s grnwcipal allics. By 1992,
Japan and Gomnany had repgined Fall sovereigeiy
arl Brecorse thi rhor principa; posers.
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any arguedd thar America’s declote w2 mostlv
the resnle of pudostoal catch up in Korope and
Agin. Orhers blamed domperial everreach, argu-
iner thar extensive forewgn policy commmmnents
were exharsfing the sconemy’s resources, Hur
718 nowy plain that Europe and [apan have done
mote than simply cacch up in the same old
came. The declruimg U5, posiaon 1s largety a
reflecnion of American industys inabiline w
acusr eomperitively o changes in glolal war-
kevs, o pluy effectively in a new gamw, Muny
LS. indhesrrics chat imnored ot simply missed
out ¢n producton oevolutiens orginstimg
abenad owest now buy cotical matenals and
rechnelopies from forcien computitors. Girow-
ing numbers of UL5. Arms now retain ther
market position only through heavy doses of
trircle protecrum.

SHE U5 HAS fallen in less than 2

1 decade from the world's Largest
coedivor to rhe world's largest debror. More-
vver, overseas horrowing bias gone dispro-
portioratcly into consumption and incerest
pa}-‘mcnts o past delit, mek 0o InvestTent
in new fechnology and aindusreial process.
The bonm 1o American exports in the lacrer
half of the 1980s has come only ar histori-
cally low real exchange rates between the
dedlar and other prinaipal currencies. Tlas
can’t ude whar is a real change in compet-
tive position, since lowering the exchange
rate freducing prices] amounts o [owering
real wapes: our fins can compete, but ooty
rm less arrractive terins for the soctety, The
devaluanum has net ce-esrablished gur posi-
non or sevionied anparts W consuoer dura-
bles seceors such as auros and clectronies.
The surge in cxports has been 1o lower
valuc-added and a handful of high technol
oy sectors rather than in che broad micddle
arumd of iodustries ke capital egpuipment
and comsiomer dueables thar Americat -
utacioring used o dowanare.

These shifts m America's nubustrzl, b-
wancial, and rechoolegical posioon have beco
vomplemented by e rapic emergence of
poweriul new capabilitics in Japan and Eu-
rope that go bevond mere catch-up, During
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the postwar vears, while the Uhunes S1ates
held fasc to che tricd-and-true formula of
maz: production and consamption, other
COUNtrics began to innovate more rapidhbe.
Crhur most successtul competitors, in particu-
lar Germoany and Japan, wndertook new ap-
proaches i twn orivical domsms: pobicy and
prodduction.

ln the policy realin, Lot srares omade
sargm, use of the Cagr 11at their defense Barden
wis relatvely Jigbt and chose o eoephasiee
ImVestIent over consumption, which creared
excellent macroecononmc eondions for rapid
growth. Both povernments also cncouraged
rhe rapnd adoprion and widespread diffusion
of technology acquired abroad and helped
provide for 2 well-trained work foree ready
wse i, In Japun, gowvernmieol went g srep
further by clozmg fhrough formal and infor-
rwal aeans s domesne oarcker o foregn
firms. reserving growth m domestic demand
for Japanese producers. LThese kinds of podi-
cies helped build strong indwstries by shelter-
ing thew from foreun compeution, guran-
reeiny ddomestic denund, smd encovrsping
contimus rounds of remvesonent wheh in
time led o real innovations i production.
Giovernment policy in offect “creeted”™ com.
pevtitive advantage for domestic firms and
*oormparnive” advantagy for the nation in
higher wage wdusrmes.

But it 5 mnovarom m praduciom and
production organization thar has mweeensmgly
separated the United Sares and its competi-
tors, ew methods of manufaecaring and
techmology development, cmerging in coun-
rries as diverse as Japan, [taly, and Germany,
are quickly grang leading firny s compergive
edge tn cchmology-miensve. Tngh value-
added industries. These new methods, which
combine bigh-volume producaon. organtza-
linmad mmevations, and  advances im tnicTo-
elecreomecs, armount o g wholly new ap-
progch o pakiog and selling woods, The
mast powerlal opw model of producaen s
labeled variouslv as flexible volume produe-
uon, Hexible automation, or lean praduction.
[t allows Hirms not onby to produce a variery
af products with costs. guality, snd macket




rcﬁprmsiutr:::gﬁ far superior omass price-
tion, bur also readjuer quickly o chunges in
comsumer Tasres by nrodueng a new prod-
ut and then adpsting to consirmer reacrion
by One-tuning product configurations and
volumes o acmnal demand. Heavy investment
anct these new approaches to manufacouring
and marketing cstablish a real advaniage in
componcnt, materials, and machinery wch-
nologics that have Broad commergial and
militacy application.

The U5, eqooomy retains the advanrage
of being the warld's Fargest; s technolugical
amic] screntific resmoees are srill broader and
desper than those of its competiors. But
ragndly expanding capabtlitics in Europe and
Asia now permit a serious challenge o Amer-
iran ceonomic leadersbip aod create the po-
tential for avtonumy where ehere way nnce
U.5.-impesed constraint. Indeed, o 5 Aaner-
iy asoneany that 8 now threatened as o
msks subsrancal dependence tn induscry, fi-
mance. and eritical segments of technology.

such a realignment of coconomic capabil-
ities will have political conseguences, vt oa
minitnn, the balance of constraints and
ﬂppurrum'tic:.' ﬁicing stiates will sheft dlramak-
callv. In 193¢ the Unwced Srates chrearened a
run on the pound to coenstrain Briesh,
French, and [smacli forcim pelicy, Todaw
Japaan and Giermamy hove the branecial lever-
age o mfluence the Amerncan excliange rare
and monetary policy. Again. consider whar
happened when the United States waned w
punish Toshibe for having sold  prevision
mulieary echoology oo the Sovier Emon, The
U.8. government seught o han Trshiba
products from the U5, macket, but could
ool oo many mejor L8, customers depend
ot Toshiha for cemical comprments and 1ech-
nologics. Boch examples demonsreare rhat
America’s ability o exact compliance
throagh its posicion in trade and Goxnce has
been deeply croded, leaving it without the
array of forcign policy levers it enjoved in the
past and wich soiocrabilities it bas not bad to
cope with until new.

I own, a racica] re-alipnoent oF ecn-
nermic copebilities, coaobimed wigh the eod of

Mermvaeiiion amd Globerd Speurii

the Coldd War, ereates the possibility of fun-
charmenraily new relstonships among great
porwers, amd the rewons that they dominate,
The cerrandies of the brpolar world g e,
and the bonds thar were a part of thar waocld
arc Joosenng.

Three Regrons
HE SECURITY syston 1ha devel-

ops over the next decade will
reflect a world thar s slowdy dividing itself
ioto three powerful rading groups: Asia,
MNorth America, and Forope. Though the
world mav be “globalizing,” it major com-
poneats are these three regions, Multing-
tivnal corporations and Gpancie] msmmutgons
roam the plobe, Ing eech bay a0 homoe—a
coanery thar necessanly slupes its characrer,
and Borh constrans and direcrs 0s cheaces.
And though the three major regions are m-
cereommiected (m part by the activities of these
firmsl, each also commands an independenr
tnduscrial and technological base, vasr fiman-
cia] resources, and a developed domestic mar-
ket capable of sustaining steady groweh. This
provides each with the cconomic foundations
foor telepemiclent acnion.

Conaider Arse the Japan-cenered Asian
trade and wnvesoment repon. Smee [9ES,
trade within Asia bas grown suebsraonally
faster than berween Asma and ather Feginng
smee 1987, The major source of impores for
vach Asiuo ecenomy B usually  another
Aslan econoey, ot often Japan, By al-
mnst any signifcant measare Japan, cacher
than tlee Linited Seates. is now the deminant
econacuc plaver in Asia, Japan is the e
gion's technalogy leader, its primary sop-
plier of capiral goods, ite dontinant exporter,
and ts largest fercien direcr investor and
fareipn aid supplier. Financial ties furcher
reuforre netra-Asian trends, From §9954 to
1989, for example. there was as moch [ap-
ancst Investoent i Asia as i the previous
thirty three years, doushlbng the anauiznive
total. T'he result of such rrade and mevese-
ment B a actwork of prodocers across s,
generaily controlled by japanese firms, that

[
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t other Arie e Japanese petipheny. As
ather Asiam sanons absorb production knawl-
edee and esnulate the Japanese model of suc-
cews, nmercanoms in paliey and manofaciuriog
spread throughour the region much more
quickly andt effecrvely chan they do to cither
Furope or Nith America. The presence of
such broad economic strengrh across Ausia guar-
antees the regom iocreasing autonany,

Nex, comsider Europe. Vrade within the
European Cotmmunity has grown faster than
trade Ixtween the remion and the rest of the
worl] since the establishment of the BC in 1958,
{nrra-ke erade s now the deminant propernio
of each membwer-stare’s trade. [hsconnnng in-
tra-kuropean trade. Europe’s percenrtage of
worll expocrs wad impeorts drops dramatically:
uxpores from 4.6 percent to 13,8 percent. sl
wrpatts from 42,6 percent to 11 percent. Trade
within Furope will only increase turther wich
the creatwn of a single market and posstbly a
single cuerency. And. as in Asia, financtal ties
reinforce trade ties. Like Japan and the rest of
Asia, Furope appesrs to have both an indisre-
alitechnological base ¢apable of providing for
itselt and an emnerpmg polimcal wall e develop
andl masoeain that capability, and g0 nespond
more cifectively to cxternal  construints.
Thongh Burope ke Asia) s Ty no mesns g
single polincal acmr, Foropean governments
ncreasingly cooperate 1o Create regional eco-
nomic capabifiies and palicy. "|'oday Furope 1s
I 4 posLEan £ COUM aUtoTomy.

T'he United States. with the lacgest econ-
ooy in the word, sis o the cunier of the
MNomh Amencen cegenn. which s also strength-
emmng inkernal trade and financial es. Canada
and the United States are alreads each other's
largest trading parmers. The North American
Free Urade Aercement, if impiemeneed soc-
cesstuily, will expaod that trade further and
bring Muxico—Anerwa's third Jargest readmg
partner—dly wro the told. The Free Trade
Agreemem way alse spawn de facto trade
harmiers 100 goods and scrvices coming from
outide rhe region, s insufating 1t from the
two nther groups and reinforcinge the drive
toward autenommy.
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Competng Vistons

E(L{]?'{()MIC relations among chese

three trading regions will st the
parstoeters within which sceurity sssues arg
resolved, There are several visions of wha
the emergmg system coubd be like.

The most ANFACrve VISIO IS A1 exTENs Lo
of the present systeon of free trade. Vhough
e the mdnsirabzed world 15 raveby
wlidlv *ree,” the unrestricted Aow of zonds,
services and capetal among remions, as within
them, wauld eemain the overarching goal of
such a svstem. (xovernments would conunue
 act an the belicf that progressively freer
trade benetits cvervone in the end, vven given
the painful costs of dvmesric adjustoents o
cornperinan. CGovernments would primariky
nepooare the roles of trade, not trade oot-
cames, and they would contimue to make use
of che framework for these negonatwns eerab-
lished in the postwar multilateral msmocons
like G:a0f, The system would he managed by
1 loose alliance of rhe three regions’ principal
powers. A ponsensus oo shared goals for he
world economy would replace a hegemonic
distribution of power as the foundation for
cooperation and stability. There ighr be
relative shifts 1o posinon amemg the rheee
venters of power. Some countries mught get
rich more quickly, but all would get richer
over ome, and the significance of those dif-
forences would be submerged tn the shared
moal of peaccfuf cconomic expanston. 1he
security svstem that weould emerge from such
an order cnold e ol arenct gollaligoeiom
and conperainmn aoony the advanced coun-
tries, somerhing approxunanng a larer-day
ibut globaf) concert of Europe. We calb this
kind of world “truc multilaterz] cosperaton, ™
In it the United Srates would continue o be

LT fRier PyaTes,

A less desimble vimon begms warh the
ceonomie repions feadmg off rade competi-
tuon from one another as a way of avoidmg
mast of the paintul domestic adjustments,
Each regiom wenld concentrate an ity own
el developrent and would v 0 aveid
the strains of deoect compenTin by protect.

M e e ——— —
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1o markers. {ound after rovnd of “defensive
protectonism” would disengage further the
tloee coonomies aml rransform the wortd by
sieps into ehree nearly  independent sub-
eonnomics, 1 rade would cootinue o hecome
mnore concentrated withim cach group snd
prerhaps decrease among 1hem, Fach g
wonld work to limic s exposure to and
dependence on the others, and whatever un-
avondahle liaeks were left beraresn them would
be managed by agTecment, rarher thin by
markees. Ine chus world of economig pegions
cach groop would command s uwn car-
rency, induseeial and rechnological base, and
its own financial systern—all insubared from
thase of the others. The cesult in econaenic
rernis would be three relarively autononiones
crading proups with low levels of sensitivicy
to cach acher’s choices and even lower levels
of vulnerabilicy to cech other’s sciions, 1'here
might be seme shift o relative posivon in this
scenario as well, bt all wounld be weafthyv—
thrmigh, having given up the benefies of global
free trade, not as wealdwy as they could be.

Whar kind of securige svstem could we
cxpect fron soch an econome armangement?
‘Three targe, inwandly oriented groups could
enexist comfortably —in principte—so fong as
there way mpumal rerogminon that the dove
for regional aptonomy and pelitical stabiliy
within each Eroug: was d_cﬁ:ru[';t]}r motivared
and posed no threar m similar arrangemenes
outside. With interntal growth and autonemy
assurcd at home, dispuces between repiony
contld bBe margmad in this lve-and det-live
world of regional coexesience.

Security armangements nohis relarively
benign world could, however, fook very Jif-
ferent fTom what we have boecome acous
etied to in che postvear world. In face, ths
mughr nor he a seeuriry “swvsrern” aroall
Certainly, low levels of interdependence
would make conflicr amang the reginns un-
likely. Would there be nuwh cooperation?
The oprimisge view is thar fhere would peob-
ably nor he fomnal, instioerromalized cooper-
ation (as there was m AT, where an amack
o one was an 4lack on all], bot that weobd
not nocessacily e ¢ bad thuy, Ay seconity

threats 10 the new world wial] e meee diffpse
than in the pasr. regions, or countrics, wonld
cogperate on an ad bhoe basig, with dike-
munded counteies forming coalitems around
specific challenges—a “Persian Gl coali-
tion, oc 2 “Sarajeve’” coalitien, for example,
fn a warld without hegenony. “securiny
cooperatiom i la carte” spunds  practical,
cheap {compared 1o suppormewyr Insttucions
like wATO) and fad v stable. 1o seconty de-
hares this vision has become something ap-
proaching conventinnal wisdom 25 a “second.-
hest™ solution in the post-Cold War world.

What's wrong with this picture? Many
would sav the only real dJownside s that rhe
gains from inger-regional free reede would be
tost. Wihale 1his loss would be unfortunare. i
is maintainerl, the only real “threat” it poses is
moderately lower income levels for all. The
read mouble, however, is thar rhis vision of
regional coexisience Tesis on purdated argu-
ments. Regional coexistence is not likehy to be
stable m the owenty-first century becausc of
new patierns of rechnelegy developanent. and
new e that have evolved to explain and
interprer the comperition that resalts, Poar
erful muaterial and ineefleeiual forces exist chat
could tiit this peaceful woreld inro metcantile
rivalry and nnpredictabie conflict.

The Cult of the Feonomic Qﬁmiw

HE PRINCIPAL foree e conld

propel the regions into bitrer son-

nomic Mvalry is e possibility thar there can

b emduring national wioners and losers from

rrade competicion. This possibility iy

g:'mmdtd M provocative new  theorms of

trade and techoodugy that wrdermine che

hasic intellectual premises of free trade and

confirme recent cxpenerces in high-rechnol-
NEV COMPETiogn,

Strategic eade theorv, as ok afren
calted, proposes that goveroments can by
undlareral action permancoddy alrer the com-
petitive balance of rrude in critical induseries.
H_'.: pl"ﬁvid iﬂg suhsiches or pr-::utg:n’:[iﬂn, OVETT-
menes can give doowstic firms—ar entire
tnduscres—respurees 1 build an improved

—_ercapiiing wand Cilobad Secoricy - A%




glehal market powtion. If other countoss do
ant similarly support their Grms. rhe firsc
enuntry will have “created” advaniuge. IF the
induserics zelected for chis special trearmens
serve as catalysty For the rest of the ooy
their improved welfare benefits the entire
ceomomy. By promoting these key sectors
grwerAments can, in effect, secure permanent
paing for the midon a5 2 whole,

T'he troubie is that these mins come at the
experse of uther nations and possibly at cheir
permancnt cxpetse. Ay gne stie's firms cap-
rure increasing oiarket share. another state’
firres suffer; ind sinec the firmos suftering arc 1o
the samw ceitwcat catalyst posmen o cheir own
coomory, the whols economy suffers, Meone-
over, f the industries i question are narral
clignpolics bewause of high investment or tech-
nological arriers o entry s wirth the atrcraft
or semicemdactor industries), the “ercated™ ad-
winfage one hnm emjovs might be enoveh oo
drive other firns permanendy from the marker.
This generates serious conscquences fur other
nagondl coonmnics, which find themselves sud-
denby dependent on cotical components anl
technologies they can o longer produce ar
borne. The prooose of autonomy  begnines,
instead, a threat of dependence,

When we combine strateme reade argu-
wends wirh an understanding of how techool-
ogy develaps, and lwww sreongly that devel-
vpment atfeets the evolution of modern
industrial coomgmaes, che tmplications b
come ¢ven sharper. The clearcst way 1o think
abmn hevar technology develops 15 10 peerure
each nation Movine along g technology “rra-
jecrney " Industrial echnaloges are not like
pre science 10 thar chey do not come 1n 4
universal laogusge with open and cogual ac-
cess o wveryome. Producdon  techoolomes
accrue Jocaliy e etworks of shared koew]-
echre, learning, and ewperience—uos rm-
supplier links, slilted workers, and the like.
Thiz kind of knowledge i3 rarely traded
ATy AAmions lexcept 48 partially embodied
m products and rechnology licensesl. This
means that wehonlogical innevaton rends
build up Jocal sgsers within patiunal bwrders
and pluce srates on distinet rrajectores, or

24 - ——

pachs. that powerfully shape pessibiticics for
Euttime growthe TN nnsion's nuarkets and Aems
AT f_'urgmt:izv:'.d i such a way that thege inoo-
cations spread eanlv, 2 few conical indasimes
can stromgly influence how an ceonomy faces.

Together, srategic ade and 1echnalogy
theomies opety up the possibility thar narions or
regiong coubd come to see thermselves compet-
g 0 A WRL-OF-lose, soroesum gante for their
ecoaamic fireures, But e promotional policies
reably affect competition s profoundly as these
thenries suggest® Can governments really pick
wirmers oer losers® The answer is that it may
oot maker whether thev can or not. Tt omldy
matters vhether s efioue thu::}' e And if
one government flavs the simategnic Trade garne,
other governments will have fronble standing
aade. o fact, nativns. oc regions, might foel
peovoked o develop srategic made polices
sirply oot of the feac thar others mighe be
doineg the same.

QVERNMEN TS will fimd ic diffi-
cule to deny themselves the tonls
nf straregic made, Stoaege crade is based un
the notion of a “hrst mover advancage.” This
advantape can prove decisive in caprturieg
markets ared particularty 10 generating a cycle
of reinvestment and learning that creates en-
during advantage in high-technology compe-
tition. For chese reasons, it s saor a viable
policy to sit back and warch wiile uthers
wiowe ahead. In fact, it can be seen as poten-
cially devastating if suvernments believe that
markets and techinolugees cricical to support-
ine forther econmie development at bone
will Lig losr o those who moved firs,

The dvaamic is reminiscent of “the cule
of the offensive™ among Enrapean military
erganizadens prior to World War 1.2 [n thar
vase, 2 proup of srates set up and trained ther
armivs acearding to che idea cha milicary
offense was dominant over defense—which
led r the canclusien that @ tremendous ad-
vanrage came to the side thar souck firse,
They turmned ot B he wrong about the nature

?El'{“phl:n YVan Vvers and Juck Sn_ﬂ']::r develuped

thiz notion.
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of war o 194 —m faet the defense romed oot
m have the advanrage—lair “the culr of the
uffersive.” as wreong s it was, neverthoeless
chameesd the characrer of relationships smong
the Duropean staves. On the strength of the
siden, states chat prepared their armies for quick
cvtstve strikes fareed their netghbors 16 doshe
same rather than plan for defense. Inoa world
where offense was believed dominant, evwen
spres that preferved The status qua had 1w
protect themselves against the possibtiiny tha
vilers would Jlaunch pre-—nptive strikes—and
the emly war to do e seemed o be by
pr'qmring to do the same thong themselves.
Readvmp annoics to pro-empr becamne a prudent
Pf_‘l]if}" cven if 1he adva ntafges of Li{:irtg =50 WOrS
uncentain, bacanse what was clear was that i
would certainbr be moch worse mor to acT witile
somelody efse did. The logic of srategic trade
coupled wirh the nogon of technolom: Tajecto-
ries has similar nnplications for economic Gome-
peritors. SNatons or regions may be provelked
s develop stracegic erade poficics in an eftor o
selze 1 Arst reoesver a.:jvanmge, T sim]:u]}' aout of
{ear that others might be dowg the same. Tn
eirher case oven The &ppearance or sUspIChon
thar oiher soverniments might be atteatpting o
dov this conld be sufficient 1o rip henign cegion-
alesm 1ne mercaotile rvalry.

“This rendency will be reinforced by a new
dvreanic d-:'.-:z]m::mg Betarcen raulinary and
cammercizl techaoings. In the Cold War svs-
TR tEl'_‘]lJm]mg:;:. ‘;.Fun—nfl‘ frodt nIE]IfIT_‘l.- o
commerciai applicadons betawse mifimry tech-
]'-LIJI:_,'III:‘T[L"S Were ."n:qm:l‘lt!}' e 5uphisrimn,ﬂ
chan those available in the civiban seceor. The
classic example is mregrared cirewnr echnolegy
which was developed first for milieary and
acrospace apphication. NMow. becanse of the
ngw industmal capabilices mientioned earher,
the dinamic s frequendy reversed— thar s,
advanced commercial fechnologies “spin-on”
inco military applications,

What does this poeriend fir sceunty coop-
eranon? The advenr of spin-on hay already
prompred governments Mo regard many ounn-
oieercial n:rhnulugjcﬁ a5 ambranly sensinive and
thererore warmmting socrecy onlers, Buc dus
not the mnst suwheant ophcanon, More -

— Advreimtifonn oo {pladend Voo

portant, spin-on imphies that nations which
cede commercml rmparkens oy also sacrifce the
abubty o develop cnidcal mditary svstems.
Lacking the snpplv base of residenr skilis,
knowledge, process, and subsystems know-
how of related conpinercial imdusibes. it may
nor ¢ possible o meintain leadig-vdee mili-
tary capability. Thes creaees 3 whele new Leved
of secunty vulneralility, for the cvutrol that
trade civals have over miditanily relevam com-
mercil Technologies wan Be used ™ exmact
CONCERSINYS OT IMPeSe Coustraints in Tefurm for
aranting acess 1o echnologns. Taken togerlwr,
these dangers reinforce rhe temptation o
"arab” kev technologics and anarkets before
others can: doing so would guarances domestic
availiality of the nilostrial resourees mecded to
freld seare-vi-the arr oalwary forees and chimi-
nate the need o make umacceptable conoes-
SIS,

The prospecrs for mercantile rivalry be-
tween three large economic regioans, erch with a
marker large coctgh 1o nfluence global compe-
tichon and large cnongh tn caprure amst scale
economies, are real. If they sre uncomnecied by
mimace ties of trade 2nd mvesement. free from
sy comumon threst, standimg in relative snon-
arr. one must ask of these theee regions: W
will hind rthem togerlier The anly answer may
be whus: Fear, fear of one gnother.

Febeirs Matrer

HE NEXT secorimy svstemn couold

bre detimed By erue mukalieersl oo-

mperation, by peaceful regicnal coexjstence., or,
rrapst dangf'muah biv rmercantilisr revional -
walry. The misk is that ef remons eone o view
[rate 4% 3 ZeF-SUIm Fame w which me r{,giun 5
paien 15 another’s loss, they conld start o regurd
cach other as rivals competing not just for
one-Ome pains i wealth, bur for long-rerm
gronvth amul weifare. There are Fﬂ':-wcrfu] incel-
egroal. poling:], and rechnological forces char
ermld ]]Il‘:h the world 1ot dus kind of meron-
tile rivalny. Exasrmpr internzoonal mstioarumng
wowld e bard preﬁtul 0 cope wilh the insca-
bitity that weuld result, America’s principal
tack I8 o orevitalize ®18 ovm cconomy while




eflerively managing the evolvinw celannmships
amonyg the three big cemters of power.

Relationships wee hased nor anly on the
distribation of power bur aise on tdeas and
the institutons rhar are connected o them.
The security systein that cmerges vver 1he
next decade will reflect the new reshnes of
coommme power bur i wilt also be shaped by
the cisioms hI‘nught TR 1S b_'g-' the :|T1:ﬁ]'1:|r achnrs.
This was rue gyven within the Jdemanding
constraimts of a bipolar world. Ar the end of
World War 11, the Unied States and the
Soveer Uindon both megved 1o constmuct seca-
rity svstems to balamee the power of the
arher, but they chose 1o do o in very differ-
ent ways accordimg o different sets of deas.
The Soviet Ulnion put together a netwark of
hilateral teearies that connocted Moscow To
cach of the Eastern Furopean states bur kepe
those srares separaee from each ouwer: the
orpamzing principle was “divile and con-
quer” and ifs success lav m making cach
Warsaw Pact nation mdividuatly dependent
on Stalin tor seeurity and cconomic inter-
course, 1 be Lnired Srares could have done
the same and there would have been conerere
advantages to doing so.? But Washingron
chose a difterenr soodet, the model thae be-
came mATO, where the allics were hownd
ragether i a system of indivisible secuory
and each was protected equally by an Amer-
ican militry umbrefla, Security in the West
Legame what ecnnomists call 3 “non-
exclndable good ™ —which was ar the moot of
the burden-shadog or free-nding eomplaoTs
that the United Stares frequendy leveled ac
s allies. But it did so only becouse the
Limeed Srates chose o fashion its allince
relationships (o that wav,

The poimt 15 that this chowee was noe
determined by rhe diseribution of power,
bue was Lased on 2 distinetive ser of Amer-
ican Wens abwout world order, ideas that
werg firmed up by American diagnoses of
the twlures of international arrangements
during the incerwar vears. The United
Stales r;r}ught wr avoud the (_ﬁ:;cri:r:lit]!:{lm'}'
belareral wade deals with Eastern Forope
that contributed 1 Nawd power and rthe

. TR Narfanal Feterene— Rl gl

“checkerboard”™ svitem of weak guarsurees
in Western Eurnpe that gave way so easily
o :1ggn,:5$iurt. Amerwcans alsa believed that
pluralistie and democratic states that traded
frechy could live together peacefully aod
prow economically, withour threasrering
rach other's vital interests.

The two swrs of ideas were broughe to-
gether in the apulilareral insgoutions of the
postwar Westerm world. Peace, prosperuy,
aod dn:ﬂu;;rr_'mc:.." might ot Bave been shaced
eyurally within those institutions, bur they
were To e shared by abl. What emerged fooom
this design did nor match perfoctly the Amer-
wan conception, but it came remarkably
close. Keonomic and milttary power certainly
helped the United Srares induce or comped
somenmey rehaciam nanens o join the fold
and comply wirth i bergaing. Bat the sulv
stanee of the bargams was as much a prodoct
of Americen visiodl as ic was a product of
ceonorie strengrh.

Today 2 new basis for secudey relation-
shrps iz forming. Hegemonies are gonsg, eco-
nomic power is dispersed., #nd new ideas—
about trade, sccurity. development, and
order—are cmerging from new cenrers of
puwer, These ideas wall hEEP o 5ha|:|c the
relatiorships which {n narn will deseomine
the qualiey of life i the international svstem
for both the most powerful stares and their
vmadler oeighbors. There are mere sorong
viiges on1 the world stage mday than fifty
vears 20, and cach has differenc things ©
say. The United States will hawve oo listen. I
st also shape the seripo

The Challenee

T 5 POSSIBLE for the Unied Scares

to he eflectve withour being dumi-

I, |:_HJ[ riu'5 will require 3 l:it‘ar pn:scntation
of the bind of world we wane o live o wm
vears hence and 2 program fur gertntg frem

TFar an exterded discusston of this ]:rﬂ:iﬂ'l,’ and she
Pl i vrse wee S1ove Weber, “Shaping he
Prsowar Balance of Fower,” farcrnaroonnd Q-
mEaprien (Semmner 1920




here 1o theore. Mercantilist rvabry oot g
necessary consecplence of the new diseribo-
tion ol power, Buc it could arrive by defanlr.
Vo avead ir, the United Seares maesy act foom
Rl’n;ngth at home and with ooololaeers] -
erarion abroad.

The trsc prorcy 15 o re-cstabhish Amer-
ican economic smength, Neither cxiernal
agreemients oor cmobative made polcy can
compensete for whar we fail to do for oor-
sehves, Only we can provide the kimd of
MACro-egonemic  cnvironment,  homan and
physteal imfrgstructure, and mechanismy for
the domesiic development and diffusion of
technologics that make it possible to be one of
the winners in 1he big leagues of glcuha[
ECTTIOMNIC COMPENTION .

The rrck will be o re—establish Amern-
an coonomic strenath while avoiding beggar-
thv-neighbor tade and technaology practices
that could push the world oo mercantilise
rivalry. That is where multilaterat cooper-
ALION COmMes N AMmerca's OWn CooTms 0o-
development agenda pm\:'u:i:;a the opportu-
n'r!'}-‘ to Cstablich sew mulolacemi QETCEETITS
tor conrain mercaneilise bepavioe.

Achieving such multilateral conperation
will require several new actions. The United
weates and o allies need 0 agree o a gt of
primeiples char endorses reciprocal access to
regional markers, myvestment oppertunaties,
and suppilv-base rechowlomes. Reciprocicy ul’
HCCess pettmits a5 much openness as cach
regional economy can tolerte polioeally, and
forces comproomses in domes i practice; that
impede geeess whenever domestic induestrivs
scek Foreign marker oppontunitics, Effective
reciproams will in eum depend upon some

degres of consensies abour what domestic and
basiness  practices #rc appropriate. Some
code of behayvior well be needed 10 eliminace
the mest exteeme and disrupoive practices.
To make wp for the incvitable caps and
loopholes i thar codde, states will have to
nn;:gc:ltiate hFH:E_'.jﬁﬂ hargains,

The complex arrangements needed o
achicve these goals will be difficuit to negoti-
are in large mohtlaterai forms ke Garr.
The ¢xperience of the U 8. -Japan Strietucs]
Impediments Initiative shows thae it is hard
enongh to hargam over the domestic practies
of 0wh economic systems, let alome chree or
more. lodeed, mosr of what wifl be sccom-
plished will bw on a bilseeral basts. Conse-
quently, it is crucial thar bilateral aegoria-
tiomes take place in o multilatersl context wath
rules of procedure and sufficicar transparency
to ensure that chose who are nor drect par-
ticipants ean rmake their needs and imterests
felt. The agendz for cooperation is daunting,
hur nr more Jagnting than the GATT agenda
must have fooked to statesmen at the end of
the 145,

The stakes muay be as high now as when
the CATT way conceived, INow. a5 then, real
wealth and power are ar staiie. Then it was
concentrated m U 5. hands; now it is re-
giomally dispersed. Then we expected the
sysrern would benefit 115, interescs; now
the United Stares has o such confidence.
Hegemomy s long gone, and a2 new world
hechons. Now America needs toacr not
Irom the belicf that we are and van remain
dominant, bt from an understanding of
hawy we can be effcctive mocirclmstances in
which we no laoger are.o

—Mercanpnisrs g Clakal Mecwrnin . . L2R





