Speech by Ambassador John Bruton
Delegation of the European Commission to the US

at

The European Institute

Monday, October 19, 2009
We, Europeans and Americans, have huge investments in one another. We have deep ties of blood and culture. We share a deep commitment to the rule of law and democracy. We are, in the large part, military and political allies.

We have a stake in one another's success. Thus, we have a stake in one another's politics. American political decisions, or lack of decisions, affect Europe. European political decisions, or lack of decisions, affect America.

We have a long list of issues on which we must work together – our relationships with China, with India, with Russia, with Africa, with the Islamic world, our goal of bringing terrorists to justice, and our goal of protecting our inventions and our investments. We can only achieve these goals if we have power – soft power, and, sometimes, hard power.

Without money, you cannot exercise soft power, because you cannot offer your people a lifestyle other civilizations will want to emulate. Without money, you cannot defend yourself.

That is why the debate about looming deficits on both sides of the Atlantic is crucial. The outcome of that debate will determine whether or not we will be able adequately to defend our shared values.

If the US Government Accountability Office's "Alternative Scenario" proves to be correct, and if between now and 2050 discretionary spending continues to grow at the same rate as the economy, if expiring tax reductions are in fact extended, and if Medicare payments are not reduced, then the GAO says the US public debt will reach 150% of US GDP by 2030.

Likewise by 2030, in EU Member States, according to projections published last week by the European Commission, the debt/GDP ratio will reach about 155% (as against 70% today) if current policies are not changed. 
Those levels of indebtedness would increase vulnerability of the EU Member States and the United States to international interest rate fluctuations, and they would reduce very significantly the resources that we could set aside for military, naval and homeland security activity, as well as for vital social and educational services.
Let me be clear. The recent Stimulus on both sides of the Atlantic and in China was completely justified. Of course it has added to debt and deficits, but without it we could have had an even more precipitous drop in economic confidence, and consequently, even bigger debts and deficits. 
It's not the stimulus, it is the longer term deficits and debts I am talking about today – the structural problem.

We need to have a holistic debate about where our money is going.

My concern is that the debate on military and spending priorities takes place among security experts, the debate about fiscal policy among fiscal policy experts, and the debate about foreign relations among foreign relations experts.
But all three are about a single reality – that reality of the ability the peoples of the United States and the European Union have, or do not have, to defend their global interests, at a time when their share of the world's population is likely to fall from only 11.5% today to only 9.5% by 2030, and while we still enjoy as much as 60% of the world's wealth.

The issues of climate change, Afghanistan, Iran, healthcare – none of these issues can be divorced from whether Europe's and America's tax revenues are likely to rise faster, or to rise more slowly, than their public expenditures.
Can a country modernize its electricity grid, build new public transport infrastructure, subsidize carbon sequestration and do all the other things necessary to cope with climate change, if its other expenditure is running persistently ahead of its revenue? Can it send more troops abroad, if it has to raise the money to pay for them by borrowing, abroad?
These are not just questions for the United States. With few exceptions, they are even more pertinent questions for the countries of the European Union.

Politics is about more than the next election. It is about the next generation. Politics in both Europe and the United States needs to get serious about long-term issues:

· About the long-term upward trend in government healthcare budgets;

· About the long-term upward trend in public pension expenditure;

· About the long-term upward trend in nursing home care expenditures;

· About the long-term trend upward in the temperature of the earth's atmosphere, and about that trend's consequences for food and drinking water supplies, for the spread of disease, and for the possible flooding of the homes of the billion people who live close to the sea;
· About the change in the relative population numbers of different countries in the world, and about what that does to the relative claims we each can justly make on the world's resources.
Yes. We do actually have to deal with all of these issues at the same time. At the same time, not in sequence. Each one of these issues impacts our ability to deal with every other one. Success with one will help success with the other. We can have positive momentum, or negative momentum.

My hope, as I leave my post here after five wonderful years, is that, on both sides of the Atlantic, the positive, the foresightful, the courageous and the problem-solving forces in politics will overwhelm the forces of postponement, partisanship, point scoring and intellectual paralysis.
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