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3.2 The proliferation of international trade networks

The increasingly multipolar world economy has seen the
emergence of multiple networks of Free Trade Agreements (FTAs)
thatbecameits main component. The EU has for example multiplied
its network of Free Trade Agreements with the negotiation of an
increasing number of inter-regional Free Trade Agreements, as
already described earlier in the paper. The example of the EU-
MERCOSUR negotiations on Free Trade Agreement held in the
end of 2013 in Santiago is a relevant example of policy opening
from EU to South-America with discussions intending to come to
an agreement on a series of trade measures related to both good
and services from industrial goods to customs duties and quotas.'®

It is indeed essential to observe that international trade
networks increased in the last decade, driven by a combination
of factors including on one hand, the multiplication of trade
liberalization policies that have led to the development of
international economic integration and on the other hand, the
growth of trade regionalization with the proliferation of regional
and bilateral Preferential Trade Agreements (PTAs).

The expansion of PTAs between close and far countries
has increased by nearly 300 additional pacts between 1990 and
2011.%¢ In this context, the BRICs increased their trade share and
became the main signatory of PTAs in the world economy'” (WTO,
2011). The role played by each BRIC’s in their region differs but all
of them are the most globalised country in term of connectivity to
the world trading system in their own respective regions.*®

105 European Commission, “Trade Policy-MERCOSUR', Last Reviewed June 2013. Retrieved 9 October
2013. Available at: <http://ec.europa.eu/trade/policy/countries-and-regions/regions/mercosur/>.

106 WTO, “World Trade Report 2011. The WTO and preferential trade agreements: from co-existence to
coherence’, World Trade Organization, Geneva, 2011.

107 Ibid.

108 L. lapadre; L. Tajoli, “Emerging countries and trade regionalization. A network analysis”, University of
L’Aquila and UNU-CRIS, Politecnico di Milano, August 2013, p. 20.
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Studies on regional integration covering Europe, America,
Africa or South-East Asia often overlook regional trade patterns
and economic centrality within the regions. 1%

The BRICs’ role is therefore crucial within their region as their
central position gives them the ability to build bridges linking the
smaller countries to the international markets allowing them to
become exporters and opening the the path to enter the expanding
international trading network.

3.3 Greening of local economies: towards sustainable
intra-regional economies in a multipolar world

Greening of intra-regional local economies

Keohane and Nye in 1977 already described the globalised
economy as a “‘complex interdependence” being at the same
time “the origin and the result of intensified inter-and intra-
regional cooperation”*.

Including APEC, 59% of the world trade is done within
Regional trading Blocs or Regional Integration Agreements
(RTAs) with the primary objective of reducing barriers to trade
in the member countries by removing tariffs on intra-regional
trade.”? The importance of regional integration with the growth
of trade regionalization and the increase of Preferential Trade
Agreements could lead to the following interrogations: Would

109 L. Chen; P. De Lombaerde, “Testing the relationships between Globalization, Regionalization and the
regional Hub-ness of the BRICs’, Forthcoming in Journal of Policy Modeling, p. 3.

110 R. Keohane, J. Nye, “Power and interdependence: World politics in transition’, Little Brown, Boston,
1977.

111 M. Reiterer, “Asia Europe Meeting (ASEM): fostering a multipolar world order through inter-regional
cooperation’, Asia Europe Journal, February 2009, Volume 7, Issue 1, pp. 179-196, p. 182.

112 D. Barry, R. C. Keith, “Regionalism, Multilateralism, and the Politics of Global Trade’, UBC Press, 1
January 2009, Chapter 1, p. 5.
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regional integration undermine multilateralism? Why countries
are moving towards regional integration strategies while there is
a multilateral trading system?*** Will the future of the economic

order witness a shift away from globalism to localism?

The proliferation of bilateral agreements between states /
cities and national governments as well as the establishment
of guidelines highlighting the importance of sub-national
governance by several international entities (including the
United Nations, the World Health Organization and the World
Bank)™* are both confirming this trend directing further the
future of the world economy towards localism. In the end of
March, U.S. negotiated a first agreement with the sub-national
entity Sao Paulo while Canada, France, Germany, Asia and many
other countries in Europe are all incline to take this path sooner
or later and engage in “direct relations” with the Southern city.
The financial crisis has put pressure on local authorities, pushing
them to fulfill their primary prerogatives and to find international
capital flows. This shift in foreign policy is driven by the fact
“{...} that it would be too expensive and unproductive to
strengthen federal ministries of foreign affairs just to cater to

the specific interests of local governments”.**®

In the early 1990’s, Paul Krugman already observed that

Multilateralism as such was undergoing a deep crisis while

113 M. Abida, “The Regional Integration Agreements: A New Face of Protectionism’, International Journal
of Economics and Finance, Vol. 5, No. 3, 2013, p. 184.

114 "At the Rio+20 conference in 2012 all participants adopted an agreement recognizing ‘efforts and
progress made at the local and sub-national levels” In Rodrigo Tavares, “Foreign Policy Goes Local,
How Globalization Made Séo Paulo into a Diplomatic Power’, Foreign Affairs, 9 October, 2013.
Retrieved 10 October 2013. Available at: <http://www.foreignaffairs.com/articles/140091/rodrigo-
tavares/foreign-policy-goes-local>.

115 Ibid.
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regional trading systems were taking the lead.!*® Today, the issue
of multilateralism versus regionalism is gaining importance
in a context where “an increasingly common strategy tends to
want substituting a regionalization of the world economy for
multilateralism”. 1

James Raymond Vreeland and Raj M. Desai underlined the
lack of capacity of global governance to handle the future economic
order; for them the future is rather inter and intra-regional as:

it has become increasingly clear that the global institutions
of economic governance are ill-suited to address the
political-economic realities of the twenty-first century. In
the meantime, alternative and perhaps better approaches
to the problems of open economics are being proposed at a
regional level. {...} it is increasingly likely that a single set
of overarching institutions is inappropriate for a regionally

diverse global economy.''®

The tendency of states to join a regional trading group is
influenced by the fact that multilateral trade is not credible any
more and neither effective.’® Indeed, Crawford and Laird explain
the failure of multilateralism in responding to the current needs in
terms of trading today, for them:

116 As he mentions: “{...} it is evident that the GATT-centred system of multilateral trade relations is
in considerable trouble. At the same time, regional trading arrangements such as ‘EC 1992" and
the North American Free-Trade Area (NAFTA) have appeared to be the cutting edge of whatever
successful international negotiations have taken place” P Krugman, “New Dimensions in Regional
Integration’, Regionalism versus multilateralism: analytical notes, Cambridge University Press, 1993,
pp. 58-79, p. 58. Retrieved 8 October 2013. Available at: <http://ebooks.cambridge.org/chapter,sf?
bid=CB09780511628511&cid=CBO9780511628511A028>.

117 M. Abida, “The Regional Integration Agreements: A New Face of Protectionism’, International Journal
of Economics and Finance, Vol. 5, No. 3,2013, p. 183.

118 R. Desai, J.R. Vreeland, “Global Governance in a Multipolar World: The Case for Regional Monetary
Funds’, International Studies Review, 2011, Vol. 13, 109-121, p. 110. Retrieved 09 October 2013.
Available at: <http://wwww.caei.comar/sites/default/files/19_3.pdf>.

119 M. Abida, “The Regional Integration Agreements: A New Face of Protectionism’, International Journal
of Economics and Finance, Vol. 5, No. 3, 2013, p. 185.
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{...} the rapid growth of trade agreements is a threat to
the multilateral trading system. The orientation towards
regional integration strategy seems to be explained by
the fact that free trade can take much longer delay in the
multilateral trading system than in the regional integration
agreements.{...}. Markets access, which is the main concern
of countries, is better guaranteed in regional integration

agreements than in the multilateral trade agreements.'®

Greater intra-regional economic integration and converging
interests among states within the same region would bring more
sustainable solutions to resolve major crisis.'*

We could therefore suggest that failures of multilateralism are
giving opportunities to regional integration to prevail as dominant
model but should multilateralism be completely abandoned?

Combining multipolarism and intra-regional integration

The regional integration has resulted in the predominance
of three regional trading blocs namely the United States, Europe
and Asia-Pacific. Indeed, as Montej Abida implies, we are today
witnessing:

{...} a polarization of international economic relations
around these three major economic powers that are trying
to attract the maximum number of countries to win
more markets. {...} Regional integration facilitates the

construction of hegemonic and powerful regions.'??

120 Crawford, J. A, & Laird, S. (2001). Regional Trade Agreements and the WTO. The North American
Journal of Economics and Finance, 12 (2). In. Abida, “The Regional Integration Agreements: A New
Face of Protectionism’, International Journal of Economics and Finance, Vol. 5, No. 3, 2013, pp. 184-185.

121 R. Desai, J.R. Vreeland, Op. cit, p. 110.

122 M. Abida, “The Regional Integration Agreements: A New Face of Protectionism’, International Journal
of Economics and Finance, Vol. 5, No.3,2013, p. 186.
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Bridging and strengthening ties in this trilateral relationship

described in the above sections as “the Triangle™? by combining

both a deeper intra-regional integration and maintaining
multilateral global rules is crucial for the future of the World
economy; as Peter Sutherland, former General Director of GATT,
already stated in 1993,

The only valid and viable perspective is that Europe, North
America and the Far-East arrangements strengthen their
regional arrangements of integration and cooperation in a
multilateral stable — a common house — that provides clear
and predictable rules and mechanisms to resolve the trade

disputes coherently and objectively.’**

The cooperative action of the “triangle” and intra-regional

integration within each respective region would have an important

role for the future of the World economy as asserted by James

Raymond Vreeland and Raj M. Desai:

The U.S.-EU-Japan'® bloc has several ways of supporting
the development of well crafted, functioning regional
governance mechanisms. It can start with {...} efforts to
promote intra-regional trade and investment agreements,
and helping to coordinate the actions of regional

government agencies.'*

123 M. Abida, “The Regional Integration Agreements: A New Face of Protectionism’, International Journal
of Economics and Finance, Vol.5, No.3, 2013, p. 186.

124 Declaration of the former General Director of GATT Peter Sutherland at a symposium on “Global
competition: Europe against North America against Far-East’, which was held in Cernobbio, Italy,
September 4, 1993. News of the Uruguay Round. NUR 064. 6 September 1993. PP6). In M. Abida, “The
Regional Integration Agreements: A New Face of Protectionism”, International Journal of Economics
and Finance, Vol. 5,No. 3,2013, p. 187.

125 No consensus has been made on the center of gravity of the Asia-Pacific region and, as such,
discussions refer either to China or to Japan.

126 R. Desai, J.R. Vreeland, op. cit, p. 119.
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The future of the World economy is not solely multipolar,
sustainable intra-regional trade should be developed as the main
credible and effective alternative. The current financial crisis is
challenging multilateralism that is not viable as the main economic
model, as WTO puts it:

{...} the regional integration strategy must be consistent
(complementary or compatible) with a globalization of
trade and investment. The WTO considers that the regional
and multilateral approaches should be complementary. The
regional integration strategy should lead to a significant
multilateral trade liberalization. With a liberal trade
policy, this strategy should have a positive impact on the

127

global trade.

The case of the Union of South American Nations (UNASUR)
illustrating the cooperation within multilayered regional groupings
in the Latin America Caribbean (LAC) region, could serve as great
example toreflect on the mechanism of post-liberal regionalism, and
allow taking lessons for the future of intra-regional integration.'®

4. Tue EUROPEAN CITIZENS’ PERCEPTIONS OF THE NEW WORLD
ORDER

The previous sections mainly focused on institutional
European perceptions of itself in the new World order and, in this
new context, how Europe engages with both the Atlantic and the
Pacific. The main aim of this paper is to study how Europe views
today’s geopolitical world in transition. As the main component
of our study refers to perceptions of reality in the Euro arena, it is

127 M. Abida, “The Regional Integration Agreements: A New Face of Protectionism’, International Journal
of Economics and Finance, Vol. 5, No. 3, 2013, p. 193.

128 D. Ocampo, “Intraregional integration in Latin America and the Caribbean and the Missing
Transpacific link’, Revista Andina de Estudios Politicos, Vol. Ill, No. 1, 186-203. p. 186.
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essential to include in our analysis the view of European citizens
and public opinion.’”® As Professor Prof. Tianhong Luo mentions
in her study of Chinese perceptions of Europe, in order to be
comprehensive, studies of perceptions should include three main
perspectives; namely perspectives from “the Government, the
Elites (academic, media, economic and political) and the Masses”.**

While this paper already addresses the governmental and
academic perspectives, it is precisely the last aspect that will be
studied in this section, focusing on European Public opinion and
its perceptions of the place of Europe in the new global arena.
Furthermore, the changes in European perceptions of a globalised
world before and after the Economic Euro Crisis in Europe and
during the current power shift period will be considered.

For this purpose, we will utilize the Eurobarometer®®' as the
main tool for providing indications of current trends related to
public opinion in Europe.

European perceptions of globalization have significantly
shifted in the last decade. Sophie Meunier, in her study of the
“China Syndrome” in Europe, observes four major moments in
European public opinion perceptions from 1999 to 2010:

The progressive demonization of globalization, the
disillusionment about the European Union’s capacity
to manage globalization, the “de-Americanization” of
globalization, and the perceived domination of China as the

main beneficiary of globalization today.™**

129 D. Ocampo, “Intraregional integration in Latin America and the Caribbean and the Missing
Transpacific link’, Revista Andina de Estudios Politicos, Vol. IIl, No.1, pp. 186-203.

130 T. Luo, “Chinese Perception of Europe: Focusing on the Intellectual Postmodern Discussion”, China
Renmin University. Presentation at “Seminar on EU-China Relations”, Department of EU International
Relations and Diplomacy Studies, College of Europe, 30 September 2013.

131 Eurobarometer 73, “Public Opinion in the European Union”, European Commission, Report Vol. 2,
November 2010.

132 S. Meunier, op. cit, p. 13.
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In 1999, Europe had no homogenous view on globalization.
The EU was divided between Greece, Austria and France that had
negative perceptions of globalization, Portugal, the Netherlands
and Ireland which were more enthusiastic and the rest of the
countries which held a more ambivalent perspective. A progressive
shift in perceptions occurred from early 2000s before the financial
crisis. From 2003 to 2006, the Eurobarometer** surveyed that
the percentage of European citizens with negative feelings
about globalization rose from 29% to 44% and positive opinions
decreased from 63% to 42%.1*

Following the financial crisis, skepticism towards globalization
increased drastically and by 2010 the “majority of the Europeans
did not believe in the benefits of globalization anymore”.** At the
same time, European positive perceptions towards the ability of
Europe to manage globalization have also been severely affected;
measures leveraging globalization management formed during
the past two decades promising to citizens that the EU measures
ensuring that the EU would manage globalization “enjoying the
benefits and avoiding the costs™*¢ did not prevent the EU from
facing the consequences of the American financial crisis and the
debt crisis of the Eurozone, increasing the disillusionment of
European citizens towards the ability of Europe to face major
contemporary challenges.

In the early age of globalization, the United States was
perceived by Europeans as the main leader of this new trend,
and criticism was strongly voiced mainly from Western Europe

133 Tool used by the European Commission for Public Opinion Analysis since 1973. Retrieved 2 October
2013, from European Commission, Public Opinion. Available at: <http://ec.europa.eu/public_
opinion/description_en.htm>.

134 S. Meunier, op. cit, p. 2-4.

135 European Commission, Standard Eurobarometer 73, 2010. In S. Meunier, op. cit,, p. 4.

136 S. Meunier, op. cit, p. 6.
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(particularly France) on the American imperialistic nature of
globalization, which was perceived as “increasing the gap between
the rich and the poor, being the world’s worst polluter, and
impacting negatively on national culture”.*’

During the last decade, European perceptions of the U.S.
power have changed drastically. The “de-Americanization” of
globalization took place following three major changes in the world
political and economic chessboard. Firstly, Europeans started
finding similarities with the U.S. in difficulties they were facing
under globalization and global economic competition particularly
in terms of job losses; Secondly, the 2008 financial crisis revealed
vulnerabilities of the U.S., undermining its prestige and affecting
the perception placing the U.S. power as main actor of the globalized
world; finally, the European emphasis on the rise of China in the
new configuration of power balance questioned the predominant
role of the U.S. in the perceptions of EU citizen. European public
opinion perceives China as the new economic world power as well
as the main beneficiary of globalization.** Indeed, in 2010, the Pew
Global Attitudes Project reveals that most citizens from France,
Germany and Great Britain believe that China already reached the
rank of “biggest economic power”.*®

Therefore, from 2008 to 2010, the opinions of Europeans
concerning U.S. interests related to globalization have shifted
from skepticism to relative trust as “to many Europeans, the era
of American domination of globalization is over and Europe and

137 A. Kohut R. Wike, “Assessing Globalization: Benefits and Drawbacks of Trade and Integration’,
Harvard International Review, 24 June 2008. In: S. Meunier, “Anti-Americanism and the Financial Crisis”.
Paper presented at the 2009 International Political Science Association World Congress, Santiago,
Chile, 2009. In: S. Meunier, op. cit, p. 8.

138 Ibid, p.9.

139 “Obama More Popular Abroad Than At Home, Global Image of US. Continues to Benefit’, Pew
Global Attitudes Project, 17 June 2010. Available at: <http://pewglobal.org/2010/06/17/obama-more-
popular-abroad-than-at-home/>. In S. Meunier, op. cit, p. 11.
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the U.S. are increasingly now in the same boat when it comes
to globalization”.** This is highlighted in the Eurobarometer,
reflecting on a survey attempting to evaluate whether the U.S. and
EU have the same interest for European citizens. In 2008, 41%
of the European citizens believed that the EU and the U.S. had
divergent interests around globalization while 37% thought they
were converging and in 2010 41% agreed EU and U.S. were on the
“same boat”, against 38% that strongly disagreed.'**

Attitudes of Europeans towards China are less enthusiastic:
23% of the EU opinions reveal that Europe and China have similar
interests, while 52% believe that their mutual interests are
different.'*

The opinions vary greatly among the “big three” (France, UK
and Germany), mostly reluctant to the new place China is taking
in the international arena (with a particular emphasis on France
that considers China as the new economic “béte noire” opening
the way to the post-anti American World).*** Other European
countries threatened by the crisis such as Greece, Ireland, Portugal
and Spain see the rise of China as an opportunity since the
country invested massively in vital sectors of the economy such
as telecommunications, real estate (in Greece)'*, banking, tourism
and energy (in Spain)*® and Manufacture (in Ireland).*

The negative perception seems to be reciprocal. As Prof.
Xinning Song underlines, the Eurocrisis has brought more

140 Ibid, p. 9.

141 European Commission, Standard Eurobarometer 73, 2010, p. 34.

142 Ibid, p.37.

143 S. Meunier, op. cit, p. 14.

144 A. Faiola, "Greece is tapping China’s deep pockets to help rebuild its economy’, The Washington Post,
9 June 2010.

145 E. Moya, “China to make multimillion pound investment in beleaguered Spain”. The Guardian, 5
January 2011.

146 P Inman, T. Macalister; R. Wachman, “Ireland at forefront of Chinese plans to conquer Europe”. The
Guardian, 25 June 2010.

203



Luk VAN LANGENHOVE AND DALILA GHARBAOUT

misunderstandings between China and the EU, and mutual
perceptions have declined drastically. The Chinese media are very
negative about Europe and at the same time, the European media
report negatively on China. Nowadays, Chinese perceptions are
more directed towards doubt in rescuing a region that is seen to be
in decline and that sees Chinese as predators “buying Europe”.*’

Concerns about China’s rise as an economic power are not
exclusive to European public opinion. Polls conducted by BBC/
PIPA in March 2011 show an increase of skepticism amongst North
American citizens (from 2005 to 2010 the increase in concerns
about China as economic power rose in U.S. from 45 % to 54% and
in Canada from 37% to 55%) as well as for Australian, Japanese
and South Korean citizens.!4

It is important to note that perceptions might differ from
realities. In the case of China, it seems that their investments in
Europe are only forming a small part of the ratio of GDP.*** As for
the lack of trust Europeans have towards Europe and its position in
a world in transition, Europe still seems to be the most important
player of globalization.'

Public opinion might affect European foreign policy less than
economic and social policy; however, it matters and influences
the European institutions’ decisions towards future strategic
orientations. It is essential to consider this influence as fear of
“others” and feeling of control loss amongst citizens have shown
in history to often lead to increasing reactionary reactions and
economic patriotism.

147 X. Song, “China-EU relations in the Post-Euro Crisis, China Renmin University; Presentation at
Seminar on EU-China Relations, Department of EU International Relations and Diplomacy Studies &
The College of Europe, 30 September 2013.

148 BBC World Service Poll, “Rising Concern about China’s Increasing Power”, 27 March 2011.

149 F. Nicolas, “Chinese Direct Investment in Europe: Facts and Fallacies”. Chatham House Briefing Paper,
June 2009. In S. Meunier, op. cit, p. 15.

150 Ibid, p. 16.
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CONCLUSION

The geopolitical world order is under great transformation
affecting the position of Europe, which is already facing many
internal challenges and still trying to find its place in the new world
configuration. Thechangeofnatureofthetransatlanticrelations, the
rise of the Pacific and the shift in power center of gravity from
the West to the East are modifying the perceptions Europe hold
towards the U.S., the emerging powers and on its own position in
the international arena. Moreover, the many challenges affecting
Europe such as the financial economic crisis, the demographic
decline of the West and the security challenges have implications
on the future of European alliance strategies.

In other words, the future of Europe’s position in the
international arena is still in the making and, besides
the challenges the old continent is facing, many opportunities
are rising across the Atlantic and further East;

The conflicts in Syria and Iraq, the ascent of extremism, the
consequences of the Arab spring movement, the fight against
climate change and to need for creative energy policies and the
rise of the BRICs and emerging competitors in Asia, added to
the internal problems caused by the global economic crisis, will
constrain the U.S. to look for partners and choose to concede part
of the decision-making. At the same time, Europe seems to take
the lead for a more active role in world politics, directed toward
improved capabilities and coordinated leadership sharing common
responsibility in the NATO framework.

Europe is undeniably looking at both the Atlantic and
the Pacific through the lens of multipolarism and will need to
strengthen its position within the “Triangle” EU-U.S.-Asia bearing
in mind that the future of the economic order will rather be local
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than multipolar as trans-continental Free Trade Agreements imply
huge transport and environmental costs.

The combination of multilateralism, localism and global go-
vernance mechanisms working in tandem with regional gover-
nance seems to be the only viable model. This will be a considerable
challenge and Europe will need to be able to find its place in the new
configuration. The South-South and North-South trade relations
between regions and how they impact intra-regional integration
as well as how intra-regional entities can reinforce transpacific and
transatlantic relations in the coming years will be an interesting
topic to further observe in the framework of comparative regional
integration studies.
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hina’s view of world multipolarity is going through funda-
mental changes. This is taking place as China’s understanding
of its own power, its self-identity, and the global power
structure continues to evolve. Into the second decade of the 21 century,
a sort of “grand strategy” for China’s international relations seems
to be emerging. In this process, the EU and Europe' are gradually

Associate Professor of Contemporary Chinese Studies and Politics, and at the same time serves as a
Senior Fellow and Deputy Director of the School’s China Policy Institute.

1 In this paper, the terms EU and Europe are used loosely. Unless specified otherwise, EU will most
frequently refer to the collective of the member states, and in this regard, it overlaps with “Europe’,
which in this paper refers to the combination of countries included in EU.
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figuring much more into China’s economic and technological
strategies, while losing its relative importance in terms of power
politics. In other words, in strategic terms, EU and Europe is
becoming less a priority in China’s consideration, comparing to,
say, ten years ago. This may sound depressing for statesmen and
common people in Europe, but for China, the promised United
States of Europe has failed to arrive largely due to Europe’s own
weakness. China will look to continue with its engagement with
Europe, but such engagements will mostly taking places in economic
and technological spheres. In other words, the China-EU Strategic
Partnership is likely to be left in a limbo until EU and member states
can put their own house in order. Meanwhile, China is looking
much more actively toward the emerging countries to provide
a much thicker network of multilateral institutions, in order to
generate more collaboration from which China as well as the other
participating parties will benefit.

This paper first reveals the unique position of Europe and EU in
the Chinese imagination. I will show that Europe enjoys a very high
level of popularity and affection among the Chinese people, while at
the same time suffers criticism or even rejection in some important
dimensions. This complex picture is a result of both Europe’s own
behaviors and China’s struggle with its self-identity — whether it
should still consider itself to be a major power or whether it is still a
developing country and a victim of the Western imperialism of the
19% and 20" centuries. I then explain that Europe as a normative
power is received with much ambivalence in China, although as a
global actor Europe’s active roles are generally welcome. A very
important part will follow, which examines China’s emerging
conceptualization of the multilateral and multipolar world system
that is in the making. I argue that in “grand strategy” of China, the
importance of Europe is clearly in relative decline. I conclude with
several implications for global governance.

208



Tae EU AND EUROPE IN CHINA'S INCREMENTAL MULTILATERALISM

EuroPE As CULTURE

The starting point is that Europe enjoys an extremely high
level of affection and good will among Chinese people. In the
survey of 3,000 urban residents we conducted in 2010 in China, EU
is the most popular foreign power among the Chinese population.
74% of the surveyed Chinese felt favorably toward Europe, while
only 60% did so for the US, and 39% for Japan.? The same is true
for the image of foreign people in China: Europeans have the
best image in the mind of Chinese citizens, not the Americans
or Japanese. Chinese citizens also give very positive assessment
to China-EU relations, feeling it friendlier than the China-US
and China-Japan relationships. Chinese people also find
Europeans highly trustworthy, and express positive views
regarding European culture, fashion, music, movies, luxury
goods, food and drink, environment, and welfare system — almost
every aspect we asked them about Europe. They also express
positive assessment regarding EU’s involvement in global affairs,
such as fighting poverty, fighting global terrorism, protecting the
environment, and promoting the global economy.

The question is why? In the official history maintained by
the Chinese government, China suffered colonial exploitation
by the European powers starting from the second half of the 19*
century. The Opium War of 1840 marked the beginning of the
“One Hundred Year’s Humiliation” of the Middle Kingdom in
the hands of the Western powers. The West, first of all the UK,
France, and then Germany, Austria, Portugal, Belgium, Italy,
as well as Russia, America, and Japan, all had their fair share
in the “evil deeds” of infringing into China’s sovereignty rights.

2 All the figures/findings from the Chinese Views of the EU project cited in this paper can be found in
Lisheng Dong, Zhengxu Wang, and Henk Dekker (Eds.), Chinese Views of the EU: Public Support for a
Strong Relationship. London: Routledge (2013).
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The second Opium War saw the Britain-France allied force
occupying China’s capital, and the looting and burning of the
Summer Palace. These “imperialist powers” each carved out their
concession areas in the major cities such as Shanghai, Canton
(Guangzhou today), Tientsin (Tianjin), Wuhan, and Tsingtao
(Qingdao), and eventually each power claimed a wide “Sphere of
Influence”. By the turn of the 20" century, Chinese intellectual
elites were sounding the alarm, China was to be carved up by
the Western powers, and the Chinese as a race were endangered
(see Plate 1). Indeed, Hong Kong and Macao as Western power’s
overseas territories remained the symbol of this historical
humiliation throughout the whole 20 century.?

Plate 1. Western Powers and China, ¢c1900

3 Hong Kong remained under British rule until 1997, and Macau Portuguese until 1999.
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Given this official historiography, it may sound surprising
that Chinese people today view Europe so positively. The reason
lies in the Chinese government’s separate treatments of world and
Chinese histories. The “humiliation” discourse was mainly about
China’s own national history. It was mainly aimed at building
up a national identity. The state and to an extent the intellectual
elites use past humiliation to boost nationalism, and support
the Party’s claim as the “savior” of the Chinese nation - it was the
Party that led the revolution that succeeded in uniting the nation
and removing the Western powers. This discourse of victimhood,
however, also resulted in a self-identity of China that still gravely
affects China’s view of some aspects of EU/Europe’s China policy.
At this stage of China’s rising, China is unsure whether it should
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behave as a world power, or whether it is still a victim of the past
deeds of the Western power (more below).

On the other hand, the Party also relies on a discourse of
world history to direct the nation toward modernization and
catching-up with the advanced economies. In this discourse, the
world history is constructed as a progress from the primary stage
of human society to the modern, industrial world. It was the
European Renaissance, Enlightenment, and Industrial Revolution
that brought modernity to the human kind. Modern science,
technology, and culture are what the nation should strive for, and
in this context, “modern” is European. In schools, students learn
about Renaissance and they relate it to Da Vindi, they learn science
and they relate it to Newtown and Descartes, they learn about the
Enlightenment, Romanticism, and Humanism, all of these they
relate to European thinkers and writers. Europe is not only the site
where modernity first originated, it is also the site of high culture,
philosophy, literature, and learning. Therefore Beethoven, Monet,
Plato, Victor Hugo, Erasmus, and many other European figures all
contribute to the forming of Chinese imagination of Europe. This
discourse provides the strong psychological foundation for Chinese
people’s very positive and affective imagination of Europe, as they
see Europe as representing modernity, high culture, civilization,
science, advanced technology, enlightened thinking, democracy
and good legal institutions, and many other “good” things of
human life and human society. European history serves as a pool
of historical empirical experience, and Europe is taken as a model
for China’s progress.*

4 Nicola Spakowski, “From antagonist to model? The function and place of Europe in Chinese middle
school history textbooks’, in Lisheng Dong, Zhengxu Wang, and Henk Dekker (Eds.), China and the
European Union (pp. 210-229). London: Routledge, 2013.
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Then there is consumerism and urbanite materialism. In
today’s China, European consumer goods, fashion, and life style
figure greatly in urban middle class’s imagination of good life.
European brands are equaled with luxury, high taste, and good life.
Housing developments in Chinese cities are often given European
names — Rome Gardens, Fontainebleau, European Classics, etc.
European automobiles are among the most expensive but also
most well-sold in China. European brands such as Luis Vuitton,
Hermés, Prada, and Rolex are extremely popular in China, every
holiday season high street shops in London, Paris, Berlin, and
Rome are likely to enjoy a spending binge of Chinese shoppers.
European orchestras, ballets, and tenors or sopranos frequently
tour major Chinese cities, resulting in visual images on wall and
window posters, TV broadcasting, and sold-out concerts. In terms
of “larger” cultural or consumption items, European architectural
firms secure large numbers of contracts, producing a wide range of
new landmark buildings — opera houses, libraries, railway stations,
airports, subway lines, high-rising towers or urban complexes that
dominate urban spaces (Plate Two). Therefore, even physically in
China, many Chinese try to live part of their life in a Europeanized
“space”. This includes consuming European products, including
spending the nights watching European sports on TV (especially
football leagues and tennis tournaments), living in a European-
named estate, and encountering Europe-related symbols, ideas,
and images wherever they go.
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Plate 2. An advertisement flyer of a housing development named
“The Provence” in Chinese
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Caption: Recreation of Real Old Europe

Plate 3. Famous structures designed by European architects

Clockwise from top-left: Natio,nal Opera House, Capital Airport Terminal 3, The Olympic
Stadium, and the Chinese Central Television (CCTV) Tower
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Table 1 shows the most popular European goods in urban
Chinese’s minds — for Chinese men, they are mostly interested in
European football and European cars, and for women, it is perfume
and fashion. Postcolonial cultural studies will have a lot to say
about such a phenomenon. But all this means that the Chinese
have a very positive view towards Europe as a culture, civilization,
and even as an economy.

Table 1. Chinese perception of European artifacts, by gender

What are you most interested in about Europe (first choice)?

Male Chinese Female Chinese Summary
Soccer/Football 751 233 984
Perfume 181 564 745
Cars 171 91 262
Fashion 45 184 229
Music 52 79 131
Nature 61 68 129
Historical sites 50 36 86
Technology 37 20 57
Beer 10 1 11
Total 1358 1276 2634

Total people surveyed: 3000.
Data Source: Chinese Views of the EU Survey, 2010

Alongside this cultural attraction of Europe, a few structural
factors means Europe and the EU are viewed as non-threatening,
friendly powers for China. The first is that, unlike with the United
States, there is no serious strategic competition between China
and Europe - the two powers are just too far away from each other
for any immediate geopolitical threat to each other. Second, unlike
with Japan, China and Europe have no unsolved historical issues.
In fact, the way Germany handled its historical responsibility with
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regards to the atrocities during World War II is taken by Chinese
as an example Japan should follow.”> And unlike with Japan or
India, China has no territorial disputes with Europe. This results
in the Chinese having a high level of trust in Europeans (Figure 1),
and the Chinese viewing the EU as playing a positive role in global
issues (Table 2).

Figure 1. Trustworthiness of various people to the average urban
Chinese

(1=Not trustworthy at all, 7= very trustworthy)

Trust

Chinese Europeans Russians USA Americans  Japanese

N

w

N

=

o

Total people surveyed: 3000.
Data Source: Chinese Views of the EU Survey, 2010

5 Aslate as May 2013, Chinese Premier chose Germany'’s Potsdam as the site to criticize Japan for failing
to come to terms with its war time atrocities inflicted onto China and other Asian countries. Potsdam
was the site of the 1945 conference that helped define national boundaries after the Nazi defeat,
and set the terms of Japanese surrender to the Allied Force. See, for example, “Premier Li Kegiang, in
Potsdam, warns Japan on postwar vows”, South China Morning Post, 27 May 2013. Japan, on its part,
has never officially apologized for its war deeds in China, and its officials and public figures continue
to pay tributes to the Yasukuni Shrine, where Level A War Criminals were commemorated.

216



Tue EU AND EurROPE IN CHINA'S INCREMENTAL MULTILATERALISM

Table 2. Chinese assessment of EU’s role in global issues

Question: Do you think the EU play a positive or a negative role in the following
issues?

Positive Negative It depends

Peace in the world 69.8 83 12.0
The international economy 75.4 5.8 9.2
Protection of the environment 81.6 36 6.5
Scientific progress 85.2 1.9 5.1
Fighting poverty in the world 62.2 10.5 13.2
Fighting international terrorism 62.9 10.3 12.3

Total people surveyed: 3000.
Data Source: Chinese Views of the EU Survey, 2010

EU As A NORMATIVE POWER

With such a high level of general good will toward Europe,
mostly as a culture but also as a well-intentioned and harmless
actor in global power, it may indeed appear surprising how
frequently China-EU relations can in fact go wrong. Indeed the
bilateral relation between China and EU, and China and EU member
states can often go wrong. China and EU and European countries’
economic relation generally fares very well, but political problems
still emerge often. Most notable flash points are human rights
and Tibetan religious freedom.® But more generally, wherever the
EU aspires to project its “normative power” or promote European
values to others, things can often go wrong. Apart from the more

6 Recent events in this category include pro-Tibet protests in UK and France during the 2008 Beijing
Olympics torch relays, French President Sarkozy's meeting of The Dalai Lama Dec 2008, the awarding
of the Nobel Peace Prize to Chinese dissident Liu Xiaobo in 2010, UK Prime Minister Cameroon’s
meeting with The Dalai Lama in May 2012, and others, all causing damages to the relation between
China and EU or the involved state (UK, Norway, etc.).
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politically charged issues such as human rights, democracy, rule
of law, and Tibet, they can also include apparently more technical
issues, such as climate change and fair market practices.

On the very technical level, these problems were caused
by miscommunication (in most trade disputes for example)
or mismatch in the understanding of the issue at hand. Take
climate change for example. The conflict between China and
Europe is largely attributable to the different recognitions of
how to differentiate the responsibility of dealing with climate
change. Europe and other advanced economies see China as the
most formidable emitter today, therefore China should bear a
large share of the responsibility of curbing emission. In China
and other late-comers in industrialization’s view, however, the
elephant’s share in the stock of CO2 in the atmosphere was
emitted by the advanced economies (Europe most obviously)
in the last 1-2 centuries. Therefore these countries should bear
more responsibility. Furthermore, even though China today is a
large emitter, it is partly because a lot of its industrial (therefore
emitting) capacity was relocated from Europe and other advanced
economies. In other words, China is emitting on behalf of Europe,
as a lot of the industrial goods are made for European customers.

But at a deeper level, Europe pressuring China on emission
is seen as a selfish act. The EU’s activism in curbing emission is
interpreted as forcing the developing countries to limit emission,
so that Europeans can continue to enjoy the high level of living
standard. European officials state that Europe cannot “afford” for
China to have the same level of energy and resource consumption
as Europe.” This may reflect a genuine intention in European
people’s minds to help China and the other developing countries
to find an alternative path toward a high living standard, therefore

7 I'heard this comment at a closed-door meeting held in the UK in June 2009.
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the whole world will benefit with a lower cost to the earth. But
it can easily strike as Europeans looking after its self-interest by
restricting other nations from developing to the same level.

But most of the more serious problems are caused by a value
divide between China and Europe. This divide is not about the
content of values per se. It is true that Chinese and Europeans may
have different understandings regarding human rights, democracy,
good government, rule of law, freedom, and other issues. The
mere difference in these understandings is not the problem. The
problem lies in how to treat such differences. For Chinese, it is OK
that different countries or cultures understand or define certain
values differently, but one should not impose one’s understanding
onto the other. Different cultures and nations only need to respect
the other party’s views, and engage in continuous communication
if necessary, in order to foster mutual understanding and
collaboration. That, according to Chinese philosophy is the only
right way to achieve harmony in a world of great differences,
diversities, and complexities. It is the Chinese way of dealing with
these complexities and respecting pluralism. Chinese leaders have
at many occasions uttered this important principle as expressed by
Confucius, that to build a true community one needs to strive for

“harmony without uniformity”.?

Europeans, on the other hand, are perceived as believing
that there is only one correct understanding of such values as
democracy or human rights, and it is the European one. Other
societies need to accept this European understanding. Simply put,
Europe’s promotion of European values is perceived in China as
imposing, and ignoring and disrespecting the cultural diversities
and internal complexities of other countries. European approaches

8  See, for example, Wen Jiaobao, “Turning Your Eyes to China’, speech made at the Harvard University,
10 Dec 2003. Available at: <http://www.news.harvard.edu/gazette/2003/12.11/10-wenspeech.html>.
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can be seen as interventionist (which they may be indeed intended
to be anyway), preaching, and intruding. In our interviews and
discussions with urban Chinese, Europeans are often accused as
being “arrogant” and “prejudiced”, failing to appreciate China’s
local realities. Elite members of Chinese society, including
government officials, the scholars, the media workers and the NGO
activists often point to human rights and Tibet issues as the most
controversial issues that affected the EU’s China policy.” When
asked whether they found that the EU has played a positive role
in China’s human rights development, more than 75% of scholars
disagreed, while 50% of media workers and government officials
also disagreed. When asked about their attitudes towards external
intervention in China’s human rights policies, more than 70% of
officials and scholars, and nearly 50% of media workers and NGO
workers said that the issue is an internal problem for China, thus
did not welcome external intervention.*

As argued by a Chinese scholar: regarding issues such as Tibet,
democracy, and human rights, Europeans’ thinking is parochial,
self-centered, and arrogant:

It is as if Europe is always telling the Chinese: we have
democracy, do you? ... To eat, Europeans use forks and
knives, Chinese didn’t say they are more advanced
and more peace-loving because Chinese eat with
chopsticks, which are bamboo-made. Similarly,
Europeans should not believe themselves to be more
democratic because they hold elections. Whether using
forks and knives or chopsticks, we are performing the
same act: eating. Democracy is only the form, being able

to win people’s support is the end. To achieve democracy,

9  Dong & Zhou, 2011: 4-5.
10 Chinese Views of EU Project, data available upon request.
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Chinese have a different order from the West . . . We
Chinese believe in what Confucius says, that if three people
are walking together, one of them must be able to serve as
my teacher. Europeans, by contrast, appear to believe that,
if three people are walking together, I must serve as the

teacher! 1!

The European ways of promoting values in its diplomacy toward
China are therefore accused of a “teacher-mentality” and holding a
“sense of superiority”."? Europeans need to self-reflect on this point
in order to communicate more effectively to China. But examining
the Chinese way of thinking can also lead to a critical question. In
its interaction with Europe, why is China (and the Chinese public)
so sensitive to the other party feeling a sense of superiority in
itself? One dimension of this goes back to the issue of China’s self-
identity in international politics. A dominant discourse in China
today still sees China as the victim of European colonialism of the
19%*-20% centuries, and great power politics of the Cold War era.
Because of this, one fundamental goal of China’s foreign affairs is
to safeguard sovereignty and national pride. Allowing a Western
country or power to impose its standards or values on China
can easily lead to a great sense of insecurity. By simply allowing
Western values to prevail means China acknowledges the latter’s
superiority, and by definition, is tantamount to acknowledging
its own inferiority. The superiority-inferiority pair naturally gives
the possibility of the former intervening or dominating the latter.
So, for China’s foreign affairs thinking, the past of colonial rule /
imperialist infiltration still haunts. In becoming a real world power
China needs to deal with its identity problem.

11 Wang Yiwei, Haishang: Ouzhou Wenming Qishilu [ The Death of the Sea: Implications from the European
Civilization], Shanghai: Shanghai People’s Press (2013), pp. 130-131.

12 Haihua Tang, “Negative Chinese Views of the EU: A Report on 6 Focus Group Interviews in 2010"
Nottingham, UK: China Policy Institute, and London: Chatham House (Nov 2011).
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The other aspect is China’s traditional IR (international
relations) thinking. The Chinese traditional view of global order
rejects intervention or Anglicanism. The Middle Kingdom’s
virtue lies in its ability to provide good governance, and by
doing so, it can serve as a good example for the uncivilized
peripherals. While this understanding recognizes the “civilized” as
commanding superiority over the “uncivilized” (the man, yi, rong,
di — the barbarian tribes around China), there is no motivation
for the “civilized” middle kingdom to educate or preach to the
“uncivilized” world. The “uncivilized” are free to learn from
the “civilized”, but the “civilized” does not actively bring its
supposedly superior ideas or institutions to the “uncivilized”. The
middle kingdom only wants to serve as an example, and it is up
to others to decide whether they want to follow that example.
In many cases, in fact, the previously uncivilized “barbarian”
tribes adopted the Chinese learning and institutions, and became
powerful nations that eventually invaded and even overthrew the
dynasty in the middle kingdom." But most of the time, the middle
kingdom was happy to govern its own land and subjects according
to what it believed to be the right way of government, and left
the “barbarian tribes” surrounding China alone. This philosophy
certainly rejects intervention into others’ internal governance.
And preaching certain values to the “other” is considered an act
of intervention. Rejecting intervention from others and refraining
from intervening with others’ internal affairs reflect both a
traditional wisdom and a contemporary alert toward foreign
intervention which is the result of China’s own humiliation by
Western powers in the 19 and 20* centuries.

13 The Qidan (Khitan) kingdom to the Northwest of China established a Liao Dynasty (AD 916-1125)
following the Chinese way, and succeeded in expanding its rule at the expense of the then Chinese
Song Dynasty (AD 960-1279). Similarly, the Jurchens established the Jin Dynasty (AD 1115-1234) and
eventually forced itself over the northern half of the terriority of the Song Dynasty.
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EU N CHINA’S MULTILATERAL AND
MuLtipoLAR WORLD ORDER

In any case, at several points in recent history, China was
highly appreciative of Europe playing a role in global politics
independent of the US. France was the first Western country to
extend diplomatic recognition to China, more than 20 years before
the US did the same. During the high time of the Cold War, when
China faced challenges both from the US and the Soviet Union,
Europe promised a third pole from which China could draw support.
After the China-US reproach in the early 1970s, China still hoped
Europe could become stronger, so that to mount more pressure to
the Soviet Union, which supposedly would help ameliorate China’s
geopolitical environment. Indeed, when Deng Xiaoping met with
Roy Jenkins, the then President of the European Commission in
February 1979, he explicitly suggested that EU and China should
have a joint-strategy to resist the Soviet Union.™ Post-cold war,
the EU remains a hopeful candidate with whom China can work
together in pushing the world toward a multipolar order. Individual
European countries, such as France and Germany, are also treated
as potential partners for this regard. It appeared especially hopeful
for China-France relations during Chirac’s time, when France had
much to disagree with a Bush-led unilateral US. In part, this effort
has seen great success, in that EU-China relations have become
very strong, especially in the economic sense. China has built
“strategic partnership” with the EU as well as major European
countries such as UK, France, Spain, Italy, and Germany.

14 Stanley Crossick and Etienne Reuter, China-EU: A Common Future. Singapore, World Scientific (Nov
22,2007).
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But this sense of hope has largely evaporated by now. This is
due to several factors. Most importantly, China has finally come
to the conclusion that the EU will remain a weak body as far as a
unified European foreign policy is concerned. For a long time to
come, EU will continue to struggle with its ambivalence between
a supranational power and an intergovernmental coordinating
agency. Therefore, it is unrealistic to rely on the EU to be a major
“pole” in the world order. Secondly, since 2008, the EU’s economy
seems to have entered a long period of crisis and recession, and full
recovery will remain out of sight for some time. Thirdly, China’s
own power has increased much more rapidly in the years since the
European debt crisis, surprising even China itself.

In this transformed context, China’s approach to Europe
has also changed. On the one hand, China continues to engage,
very intensely, with the EU and European countries in terms of
economic and technological cooperation. In 2012 and 2013,
Chinese Premiers Wen Jiabao and then Li Kegiang visited EU and
UK, Germany, Sweden, Iceland, Poland, and Switzerland. Their
visits and other recent developments show China is seeking a two-
fronted approach with Europe. For the developed West Europe,
the emphasis is on technology transfer and high value-added
collaboration, while for the Eastern and Southern Europe, China’s
investment in manufacturing and infrastructure will flood in.*
This is overall good news for both Europe and China. But at the
same time, two aspects of the current trend in China-EU relation
must be disappointing for the Europeans. The first is that China
is working much harder to build bilateral relations with a selected
number of EU member states instead of working multilaterally
through the EU. Secondly, EU is becoming a lesser strategic priority

15 Recently there is report that a Chinese bank will finance the redevelopment of UK's Manchester
Airport. Therefore China’s infrastructure investment is finding its way into the developed Europe too.

224



Tae EU AND EUROPE IN CHINA'S INCREMENTAL MULTILATERALISM

for China, as the relationship goes into more practical and technical
management of economic issues. By contrast, China is investing
much more heavily in developing strategic relations with others,
especially emerging powers.'® The first point is easier to grasp, and
the problem lies more in EU’s inability of establishing itself as a
unified foreign policy actor. The second point, however, reflects
China’s emerging “grand strategy” toward its understanding of the
forming multipolar world order.

Scholars and analysts disagree greatly regarding what China’s
grand strategy in world politics is, or whether it even indeed has
one.'” Any grand strategy of a country would require the following
elements: a definition of the core interests of the country, an
operationalization of these core interests into policy objectives, and
a repertoire of policy instruments to achieve these objectives.
China’s foreign affair thinking seems to be dominated by a
combination of realism, liberalism, and constructivism, with liberalism
and constructivism taking a larger share.'® Others argue China now
pursues a defensive realism in its foreign affairs — realism because it
believes security and other national interests need to be pursued with
the support of (military and economic) hard power, but defensive
because it understands security dilemma and believes cooperation
is possible in global affairs.”* While people still debate what would
constitute China’s “core interests”, there is growing consensus that

16 In fact, recently high-level visits to Europe are normally made by the Premier, not the President of
China. This probably shows that China treats its Europe diplomacy more as a technical managerial
issue, with less strategic importance. The President’s recent visits since he took over in late 2002,
however, have all been going to the BRICs and other emerging economies.

17 For this debate and discussion, see, for example, Jisi Wang (2011), “China’s Search for a Grand Strategy:
A Rising Power Finds Its Way". Foreign Affairs, 90(2),68-79; Yuan-Kang Wang (2006). China’s Grand
Strategy and US Primacy: Is China Balancing American Power? Washington, DC: The Brookings
Institution. Avery Goldstein (2001). “The Diplomatic Face of China’s Grand Strategy: A Rising Power’s
Emerging Choice”. The China Quarterly, 168, pp 835-864.

18 Liqun Zhu, China’s Foreign Policy Debates. Paris: The European Union Institute for Security Studies
(2011).

19 Shiping Tang, A Theory of Security Strategy for Our Time: Defensive Realism. (Palgrave, 2010).
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China is willing to join the existing world system by accepting the
international rules and institutions.?® If this is true, then China
can be seen as a “role taker” in the global system - it is rising
into, instead of bringing changes to the existing system.”* This
appears to be one major element of China’s “grand strategy”, and
that is, China is to rise into the existing world system, instead of
unsettling it.

But the world system will evolve or adapt in order to reflect
the change in the relative powers of various countries, or the
power structure. One way is to shift some power in the existing
institutions from those in (relative or absolute) decline to those
that are on the rise. For example, there has been shifting of the
voting power in the IMF from US and European countries to
the emergent powers such as China. Another way is to create new
institutions and platforms to re-distribute power to China and
the other emerging countries. The G-20 clearly represents such
a creation. Yet for a rapidly rising power like China, these two
approaches often fall short. Such adaptation of the existing and
creation of new institutions can take a very long time to come by,
and the powers that still dominate the existing system will prove
unenthusiastic regarding such changes, to say the least.

A new development seems to have emerged since the new
leadership took office in China. China is now much more actively
providing new multilateral institutions, in order to expedite the
supply of global governance. Among other less notable ones, in
the past few months China proposed or co-proposed to various
parties the following new multilateral institutions:

20 See, for example, Evan S. Medeiros and M. Taylor Fravel, China’s New Diplomacy, Foreign Affairs,
82(6),22-35.

21 Shih, Chih-yu. (2012), Assigning Role Characteristics to China: The Role State Versus The Ego State.
Foreign Policy Analysis, 8(1), 71-91.
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The BRICs Development Bank (27 March 2013, Deben, South
Africa)

Asia Infrastructure Investment Bank (2 October 2013,
Jakarta, Indonesia)

While how these proposals will work out in practice still
require us to wait and see, they clearly reflect a new trend in China’s
engagement with the global society. This I call China’s Incremental
Way to change the power structure in the world. Simply put, to
avoid frustration in trying to change power structure in the existing
institutions (the IMF or World Bank, or for that matter, the EU),
China has decided to create new space for its own activism. Such
an approach, however, explicitly recognize the legitimacy of the
existing institutions, i.e. China is not leaving or revolt against
the existing institutions. By contrast, while proposing new
platforms, China continues to show its commitment to the
existing platforms. The changes China brings about are
incremental, i.e. they will add to the body of existing multilateral
institutions instead of replacing them. The proposed BRICs Bank
is not aimed to unsettle the World Bank, but merely to provide
more financial cooperation on top of what the WB is doing.
Similarly, the Asia Infrastructure Investment Bank does not
aim to unsettle the existing Asia Development Bank, but rather
to increase the financial capacity of Asian countries in pooling
financial resources for the development of Asia.

These measures are incremental because they aim at creating
new capacities without closing-down or downgrading the existing
ones. China’s domestic transition from the plan economy into
a market one has given the rise of this “incremental change”
conceptualization. In bringing China into a market economy, the
reformers did not set out to close down the existing state and
plan-economic sector. Neither did they set out to restructure
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the state-sector into private market-oriented actors, as a “shock
therapy” plan would have dictated. Instead, the Chinese reforms
only opened up new spaces for the private and other non-state
players while allowing the state sector to continue with its business.
Gradually, the non-state sector grew bigger and bigger while the
state sector more or less remained the same size. Furthermore,
competition shows the advantages of going-market, so that larger
and larger parts of the state-sector started to convert into market-
oriented actors. The net result is that the state sector accounted for
a lesser portion in the whole economy. They started the process in
the late 1970s (1978 to be exact), and by the mid-1990s, the state
sector’s relative size had been small enough so that the social and
economic repercussion of a direct restructuring of the state sector
(which they did roughly between 1997 and 2000) became quite
manageable. The economists call this a process of “growing out of
the plan” - the plan economy was not outright reduced, but was
simply outweighed by the much faster-growing non-state sector.
Itis “incremental” in the sense it always aims at increasing capacity, by
bringing new forms, instead of converting the existing capacity into
anew form. It aims at creating new beneficiaries while not necessarily
taking benefits away from the existing players.

This is likely to be a major character of China’s new “grand
strategy” as it tries to reshape the world system. Whenever
possible, China will not aim to directly unsettle the incumbent,
but rather create new space in which it will have more influence.
Indeed if we take the end of the Cold War (1991-1992) as the
starting point for China’s search for best way to rise into and help
shaping a multipolar world, two decades have passed and China
seems to have settled on such an approach. For most of the

22 Barry Naughton, Growing Out of the Plan: Chinese Economic Reform, 197-1993. Cambridge, UK:
Cambridge University Press (1996).
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history of the People’s Republic of China, it could only claim one
multilateral organization for which it is a co-founder, the Shanghai
Cooperation Organization (SCO) founded in 1996. Another one
and a half decades have now passed, and post-2012, we are likely
to see the mushrooming of the new multilateral organizations and
platforms opening for business with China at the founding table.

And this has directly influenced China’s approaches to the
EU. With the formal EU-China relationship arriving at a plateau,
with barriers for major breakthrough there to stay for years to
come, China is likely to simply let its EU engagement slip into
some kind of auto-piloting mode, while investing much more
energy in crafting out new multilateral frameworks. Some of these
will be built with Non-EU countries in Europe or EU’s individual
member states, but the larger portion of them will be built with
emerging economies and powers, as the examples of BRICs and
Asia Infrastructure Banks illustrated. EU in the multipolar world
China is attempting to shape has become the “stock”, while China’s
main effort will focus on creating the “increments”. Eventually,
China hopes these dense networks of multilateral platforms will
ensure a stable global order in which participants can benefit from
cooperation with each other.

ImPLICATIONS FOR GLOBAL GOVERNANCE AND EU

If this is an accurate understanding of China’s “incremental
multilateralism” toward a multipolar world order, the rise of China
in this manner should be good news for the world. This approach
shows China intends to build multilateral frameworks, instead of
going for unilateralism or bilateralism (i.e. China has continuously
rejected the idea of a G-2). Furthermore, China appears to believe
in common or inclusive prosperity, aiming at development and
improving living standards of all nations by locking every party
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in such a direction with the multilateral arrangements it hopes
to create. It believes only this way can other countries genuinely
welcome the rise of China. In pursuing the various multilateral
platforms, China does not directly upset the other existing
institutions. But with the newly created organizations functioning
well, a redistribution of power will certainly take place.

In this power redistribution, the relative importance of the
emerging world, the BRICS and other countries, are increasing,
while that of the EU and the US must be in (relative) decline. In
this regard the EU does face a dilemma. Of course, EU still has
many options if it wants to join China’s rise. It can more proactively
lock itself into the new multilateral arrangements China intend
to promote, or at least making itself useful in such efforts of
China. But as long as the EU remains reluctant to upgrade its
relationship with China (by entering a Free Trade Agreement with
China, for example), its share of importance in China’s global
strategy will almost certainly decline. At least in the economic
and developmental sense, Australia and New Zealand have already
made the decision to fully join the Asian Century. Geography is
a factor, clearly. In that sense, EU and Europe has the luxury of
sitting between the two most powerful economic blocs of the
world, Asia and the North America. Therefore EU can afford to
continue with its effort to strike a balance, and have the best of
both worlds.
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transpacific community supporting the US engagement in Asia
despite its strategic and economic entanglement in the Pacific.
Unlike Europe, American engagement in the region has been
predominately strategic and interest-driven despite sporadic
efforts to foster democratic governments and to graft western
values on an unreceptive civilizational host. The American sense
of exceptionalism and moral rectitude oftentimes clashed with the
European understandable world-weariness and lingering sense of
cultural superiority, while in Asia the immediacy of the colonial
occupations, American and European connivance in sustaining
those occupations into the first decade of the Cold War, and the
unquestioned, reflexive assumption of civilizational superiority
reinforced Asian grievances vis-a-vis the West, particularly in
China, which remains obsessed with compensating for the “century
of humiliation”.

This confluence of these psychological and cultural ties and
complications, and the contradictory impulses engendered by
them, have become exacerbated by competing American, European
and Chinese conceptions of world order and their respective
roles in it. The American liberal internationalism of the Cold
War period was arguably embedded in the DNA of the US foreign
policy establishment, but it underwent a unilateralist mutation
in the early twenty-first century. Within the context of the
Soviet-American competition to achieve European hegemony,
the American reliance upon multilateral institutions and an
unwillingness to flaunt international law was consistent with
European sensibilities, although differences certainly existed at the
margins of transatlantic diplomacy, particularly outside Europe.
With the end of the Cold War, however, transatlantic schisms
emerged that reflected changes in the American foreign policy
elite, the nature and origins of the threats facing Europeans and
Americans, and varying degrees of discomfort with the emergence
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of the US as a hyperpuissance, the American triumphalism that it
bred, and a newfound willingness to act alone.

With President Richard Nixon’s “historic” opening to China in
1972, the Cold War was effectively ended in the Asia Pacific. China
became a not unwitting pillar of the US containment strategy of
the Soviet Union and reclaimed its 19* century status as an endless
source of opportunity for American business. The Sino-American
rapprochement was designed to balance the Soviet Union in Asia,
facilitate the American withdrawal from Vietnam, and stabilize the
Indochinese and Korean peninsulas. Despite thesize of the People’s
Liberation Army (PLA) and the Chinese possession of a modest
nuclear capability, American maritime and strategic dominance in
the Pacific remained unchallenged and unquestioned for the entire
Cold War era and into the first decade of the 21 century. The only
“threat” to American dominance during that the Cold War was the
anticipated emergence of Japan as an economic superpower that
would eventually eclipse the United States. China’s rapid economic
rise after 1990 has generated deepening American concerns about
the viability of American dominance in the Pacific and the fear
of dislocation from its privileged position as systemic guarantor.
Although Chinese rhetoric expresses an ambition to manage
its “peaceful rise”, its full realization will nonetheless result — if
current economic trends continue into the foreseeable future - in
a modified system of global economic governance reflects Chinese
power and interests as well as establishing Chinese military-
strategic hegemony in the western Pacific.!

These states bilateral relations coexist in an international

system comprised of regional systems of security governance that
float beneath a global system of economic governance. Whereas

1 North America is the reference point used in this paper for geographic descriptors.
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the system of global economic governance has been developed to
maximize the joint-sum outcomes of deepening trade, financial,
and macroeconomic interdependencies and enjoys a relatively high
degree of legitimacy for existing and rising powers, the same can
not be said for the systems of regional security governance that
display different degrees of amity and enmity, (dis)satisfaction
with the regional status quo, as well as the saliency of force in
interstate relations. This fragmentation of global security and the
singularity of the global economy have placed the United States in
the middle: China, the EU and the United States are all guarantors
of the current global system of economic governance, but the
United States is the sole direct stakeholder in both the Pacific and
Atlantic systems of regional security — neither the EU nor China
are particularly concerned with the former or later, respectively.

The operating assumption of this paper is a simple one: the
imbalance in rights and responsibilities is straining not only on
the systems of regional security, but jeopardizes the system of
global economic governance, particularly as the access to the global
commons - maritime space, outer space, and cyberspace -
constitute critical policy vectors where it is increasingly difficulty
to differentiate security from economy. The financial crisis of
2008 and the follow-on Euro crisis demonstrated the difficulty
of democratic governance during prolonged recessions, the growing
parochialism of American and European economic statecraft, and
the Chinese dissatisfaction with the status quo, not only in the
South China Sea, but increasingly with the American-sponsored
post-war system of global economic governance.

Towards understanding the impact of the Euro-American
financial crises on the bilateral and multilateral relations between
the US, China, and the EU, this paper proceeds in four steps.
First, the analysis considers the shifts that have taken place in
the regional and global balances of capabilities; the purpose of
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that exercise is to provide a foundation for generating a set of
hypotheses that might explain America’s “rebalancing” to Asia,
China’s growing assertiveness in strategic and economic fora, and
the EU’s efforts to mollify the United States on military-strategic
issues while currying mercantile favour with China.

Second, the material interdependencies of China, the EU and
US are identified as are the mutual role ascriptions and American
perceptionsandassessmentsof theEUand China. Itheninvestigate
the systems of global economic and regional security governance,
particularly with respect to the three stakeholder’s satisfaction
with the status quo. The conclusion assesses the hypotheses put
forward to explain the US “rebalancing” to Asia and the policy
questions those hypotheses engender.

SHIFTS IN THE REGIONAL AND GLOBAL BALANCES OF POWER

The end of the Cold War and the subsequent dissolution of
the Soviet Union in 1992 marked a sudden shift from bipolarity
to military-strategic unipolarity and economic multipolarity
if the EU is considered as a single actor.? The US emerged as the
unchallengeable military superpower, although Europe’s relative
power increased measurably too. The EU-27 share of global GDP on
a purchasing power parity basis in 1990 was greater than that of
the United States (27.98% and 24.68%, respectively); those global
GDP shares are essentially equal in 2013 and the US is projected
to exceed that of the EU-27 in 2018 (see Table 1, p. 259). On the
military side of the ledger, the quantity and quality of European
conventional, nuclear, and force projection capabilities remain
second only to those of the United States despite the secular decline

2 If the EU is disaggregated into its member states, however, the end of the Cold War also ushered
in economic unipolarity; the closest competitors to the US were Japan (with 10.09% share) and
Germany (with a 6.16% share).
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of European defense spending since 1990 that is unlikely reverse
itself. Nonetheless, European defense expenditures amounted
to $282 bn in 2012 (a 22% global share) compared to US defense
expenditures of $669 bn (a 53% global share). Together, the NATO
allies account for a combined 75% of world defense expenditures
although European suffers from limited force projection capabilities
and declining interoperability with American forces.

A second major shift - the rise of China — emerged at the turn
of the millennium; China’s status as a great power was consolidated
by the first decade’s end. The liberalization of the Chinese economy
and its access to western markets and capital transformed the geo-
economic landscape: in 1990, the Chinese share of global GDP was
3.87% (about equal to the British GDP share); in 2000, the Chinese
share rose to 7.12% (about the same as the combined French and
German GDP shares); in 2013, the Chinese share of 15.82% was
equal to approximately 84% of the EU-27 share; and in 2018, China
is projected to emerge as the world’s largest economy followed by
the US and the EU-27. Chinese defense spending as a share of
global defense spending has similarly increased: in 1990, China
only accounted for 1.64% of global defense spending (compared
to the US and EU figures or 43.66% and 26.62%, respectively), but
by 2012, the Chinese share has risen to 12.53% (compared to the
US and EU shares of 53.17% and 22.39%, respectively). China’s
emergence as a manufacturing power, increasingly critical role
as creditor to the West, rapid modernization of its armed forces,
acquisition of maritime and land-based anti-access and area-
denial capabilities, and ambition to acquire a blue water maritime
capability has effectively ended - or at least foreshadows the
near-term end - of the “unipolar moment” and threatens both
America’s strategic dominance in the Pacific and the integrity of
the UNCLOS maritime regime (see below). This second shift is
largely responsible for the Obama administration’s redeployment
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of US military assets to the Pacific Basin — the so-called “pivot”
or “rebalancing” of forces to Asia — and repackaging of a strategic
retreat from Europe as “leading from behind”.

Developments within Europe amplified these systemic shifts
in the structure of power. After 1989, the United States expected
Europe to play a larger role in creating order and stability along
its eastern and southern periphery. Europe simultaneously
claimed the prerogative to do so, first within the NATO-sponsored
European Security and Defense Identity, and subsequently within
the EU’s Common Security and Defense Policy — developments
consistent with the declining relative power differential between
the two pillars of the Alliance. Yet, the transition from territorial
defense to milieu-shaping security policies reduced the cohesion
and purpose of the alliance. There is no deep agreement on those
regions critical to NATO or the appropriate instruments for
sustaining stable regional milieu. Moreover, regional instabilities
present each ally with asymmetrical risks and vulnerabilities. Thus,
the narrowing of the transatlantic power differential has enabled
Europe to seek greater independence and autonomy from the
United States (and NATO), while divergent interests within Europe
have made the Europeans (and the EU) less compliant and useful
security partners outside Europe.

What do these shifts in the global and regional structures of
power mean for the Euro- American relationship? First, Europeans
undertook to shape their regional milieu consistent with European
values and interests. Second, the end of bipolarity decreased
significantly the costs of defecting from US policy preferences,
adopting policies frustrating US objectives, defying the American
expectation of European obeisance, or redefining their obligations
under the Atlantic Alliance to act “out of area”, particularly a
reticence to become involved in US efforts to manage the shifting
balance of power in the Asia Pacific.
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What do these shifts in the global and regional structures
of power mean for the Sino- American relationship? Chinese
dissatisfaction with the US-sponsored post-war order in the Pacific
has had three consequences: first, it led the Americans to recalibrate
thestrategicimportanceascribed to Europeand downgrade American
responsibility for secondary strategic challenges in southeastern
Europe and the Mediterranean basin; second, European wariness of
the US global security agenda, particularly in Asia, has expressed
itself as European resistance to NATO’s globalization from a fear of
global entrapment in military- strategic issues which have no direct
(or indirect) bearing on European security; and third, China has
increasingly challenged the post-war hegemonic order, not only with
respect to American maritime prerogatives in the South Pacific but
also American privileges and the institutional power in the global
system of economic governance.

These post-Cold War shifts in the global and regional structures
of power have also had four major consequences for the trilateral
relationship between Europe, the United States and China. First,
alliance cohesion — between North America and Europe or within
Europe itself —is no longer guaranteed by a commonly acknowledged
existential threat to allied security. Second, transatlantic cohesion
has been strained by Europe’s ability and willingness to disagree
with the United States on the definition of what constitutes a
common strategic threat and the optimal method for addressing one,
particularly with respect to the security salience of China’s military
modernization for Europe. Third, the absence of a security referent
in the Sino-European relationship and the increasing centrality of
that referent for the Sino-American relationship underscore the
continuing position of the United States as Europe’s pacifier and
Asia’s traffic cop. And finally, as European trade does not impose
the direct or significant indirect security costs on Europeans, their
contribution to Chinese military modernization in the Pacific is a
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source of conflict with the US - a pattern not dissimilar Cold War

conflicts over trade with Soviet Union.

Four plausible hypotheses frame the range of explanation

for the Europe’s waning and China’s waxing in US foreign security

policy calculations:

The capabilities hypothesis. This hypothesis suggests that
Europe’s discounted role in US strategic calculations is
roughly congruent with its material importance for the US,
while Chinese economic growth and defense modernization
potentially threatens US interests in the Pacific Basin.

The quiet/hot-zone hypothesis: This hypothesis suggests that
Europe is no longer central to US security calculations owing
to the overall stability of the geopolitical space covered by
the Washington Treaty, while disorder outside Europe and
a revisionist China pose the most probable threats to US
security and systemic stability.

The crowding-out hypothesis. This hypothesis suggests that the
process of globalization and the rising importance of the Asia
Pacific and Southeast Asia have absorbed increasingly the
preoccupations of the American foreign policy community
and have reduced commensurately the policy space available
for Europe;

The wave-of-the-future hypothesis. This hypothesis has two
components. First, it suggests that Europe perceives its
economic future to lie in the Asia Pacific free that has no or
little bearing on European security. Second, it suggests that
the American future and role in the international system is
most directly affected by the eventual American success or
failure to manage the inevitable Chinese challenge to the US-
sponsored and — protected post-war economic and security
orders.
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ASCRIBED ROLES, PERCEPTIONS AND
ECONOMIC INTERDEPENDENCIES

The Material Interdependencies of China, the EU and the United
States. Europe’s relative economic importance to the American
economy has declined owing to the rise of China (and the Pacific
Basin more generally) as a manufacturing and trading locus, the
accelerating importance of Mexico and Canada post-NAFTA, and
the significant holdings of long-term Treasury debt by the nations
of the Asia Pacific. Nonetheless, the EU remains as significant as
ever as an economic partner. Europe, with an 18.3% and 16.6%
share of US exports and imports, respectively, is the third largest
market for US exports and imports after North America (32% and
26%) and the Asia Pacific (26.6% and 41%). Europe remains the
primary destination for American capital (53% of the total stock
of US FDI) and Europe is the largest investor in America (76% of
the total stock of FDI in the US). Yet, the Asia Pacific states have
become America’s chief creditors: those states collectively hold over
60% of the $5.59 trillion externally-held long-term US Treasury
debt of (the Chinese and Japanese shares are, respectively, 22.84%
and 20.7%).

Role Ascriptions: China, EU, US. The American, EU, and Chinese
foreign policy role ascriptions have three major components: the
meaning of their national placement along the international
hierarchy relative to other states in the system; their overarching
foreign policy purposes; and their conceptualization of the “other”.
These three actors’ conceptions of their national and relative
positions in the international system range from the compatible
(US and EU), the inherently oppositional (China and the US), and
strictly instrumental (China and the EU).

Just as the United States has viewed itself as a benevolent
superpower that deserved the unquestioned obedience of
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its European (and Asian) allies as well as the sufferance of its
prerogatives by the rising powers, China has viewed itself as a great
power seeking its rightful place at the “high table” of international
relations and a position of dominance in its neighborhood, which
is defined quite expansively. China — with some sympathy among
Europeans - has sought to modify if not defrock the United States
of its hegemonial prerogatives that no longer entirely comport
with the distribution of capabilities in the international system.
Chinese elites have framed China’s rise (and America’s decline)
in a foreign policy rhetoric emphasizing multipolarity, China’s
peaceful rise, the preference for a harmonious world, and the need
for rebalancing the loci of institutional power in the governance of
the global economy.

The EUhasplayed a central role in consolidating and sustaining
Europe’s relevance in the international system, despite the
continuing dominance of national governments in the execution
of foreign policy. Although the Europeans — and the EU - remain
self-confidently at the center of international relations in every
respect, the EU particularly has chosen to define itself as a “new”
kind of actor that follows a logic of appropriateness rather than of
consequentiality, assumes a joint-sum calculus in its interactions
with states outside the EU, and advertises itself as a “normative”
or “civilian power”. The American foreign policy elite remains
skeptical that the EU is an autonomous actor outside the realm of
trade, finance and exchange rates. Moreover, Americans remain
suspicious that a more politically and economically unified Europe
is as likely to complicate as further America’s strategic goals, to
challenge rather than support American leadership within the
transatlantic alliance, and to drift towards an equipoise in any
future Sino-American geostrategic rift.

Both Europe and China seek a greater degree of autonomy
and independence from the US as well as an American retreat
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from their self-defined spheres of influence, although in the
case of Europe that search is limited by a general acceptance and
satisfaction with the status quo. Correspondingly, the United States
has viewed (and continues to view) the EU as a subordinate that
ought to defer to American preferences, either owing to a superior
statecraft or the absence of a credible European alternative,
but also as a partner seeking to avoid the twin dangers of global
entrapment and regional abandonment. And despite the rhetoric
of forming a strategic partnership with China, the US views China
as a potential military adversary in the South and East China Seas,
the most likely challenger to US monetary prerogatives
attending the reserve role of the dollar, and the key threat to
an unfettered access to the global commons.

US Perceptions of Europe and China. In the nine US national
security strategies issued since 1990, four themes emerge:
first, Europe — not the EU - remains the favored policy referent,
particularly in security affairs where NATO retains institutional
primacy; second, the relative amount of policy space devoted to
Europein these authoritative foreign policy statements has steadily
contracted; third, the EU is overshadowed by the states of the
Asia Pacific and North America in both the economic and security
domains; and fourth, the future economic and security interests
of the United States are increasingly tied to the evolution of the
Asia Pacific - a change marked in 2010 with the (now disowned
rhetoric) of the “pivot” to Asia.

This reorientation to the Asia Pacific and the preoccupation
with China are reflected in press reporting, Senate hearings and
reports, and Treasury documents. In the period 2008-2013, China
accounted for 32% and 40% of the articles in the Wall Street Journal
(WSJ) and the New York Times (NYT), respectively, as compared
to other centers of power in the international system (Germany,
France, Japan, Russia, the United Kingdom, and the EU) and the
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major European and Asian institutional actors (NATO, ASEAN,
APEC and ARF) (see Table 2, p. 259). Although the European
countries and the EU jointly account for approximately 38%
and 43% of the articles in the WSJ and NYT, respectively, China
nonetheless emerges as the single most important unitary actor
for the American attentive elites. In a content search of the NYT,
the EU and China were matched to a set of economic and security
keywords.

The results starkly reveal the relative lack of attention paid
to the EU as compared to China: approximately 10.5% of the total
number of articles referenced the EU, while China accounted for
the balance (89.5%). The EU barely figured as a security actor
— less than 20% of the results referenced security, defense and
terrorism - and its role as an economic actor was concentrated on
trade disputes, the financial crisis, the euro-crisis, and the dollar-
euro exchange rate. Although economic issues dominated press
reports on China, it is notable that over 41% of them concerned
security, defense and terrorism. Two notable differences emerge.
First, the dollar-euro cross-exchange rate is considered of greater
consequence than that between the dollar and renminbi despite
partisan concerns that the latter is undervalued vis-a-vis
the dollar. Second, reports on European are mediated through the
lens of NATO and the EU, whereas states are treated as the only
actors of consequence in Asia; the roles played by the institutions
supporting the Asian systems of security and economic governance
- ASEAN, ARF, and APEC - barely warrant mention.

Despite the limitation of drawing on an English language
version of a Chinese paper (China Daily) for the purposes of
content analysis, the results are suggestive. The bilateral Sino-
American relationship is framed by a number of key terms also
found in Chinese foreign policy statements: hegemony, rising
power, peaceful rise, multipolarity, and decline. US hegemony was
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mentioned in over 50% of the references, 44% referred to China
as a rising power or as a power seeking a peaceful rise, and 3%
referenced multipolarity. The paper only referenced US decline in
1.70% of the articles, a slighter share than appeared in the NYT
over a comparable time span. In a content search of China with
the terms security threat, enemy, partner, rising state and military
competitor, the NYT reported on China as a security threat or
enemy in 53%, a rising state in 41.5%, as a military competitor in
3%, and as a military partner in less than 1% of the articles (see
Table 3, p. 260).

Empirical evidence culled from Senate hearings and
reports over the period 2008 to 2013 provides insight into
the US perception of China’s role in the international system
and its bilateral relationship with the United States. First,
almost 60% of the references to China concerned outstanding
regional or bilateral security issues, while the remaining 40%
focused on bilateral or multilateral economic issues. Second,
the Senate was preoccupied with China’s emergence as a “rising
power” and its role as a “challenger” or “adversary” in the Asia
Pacific (88%) and, in a content search that paired China with
descriptors of its relationship with the US (enemy, adversary,
competitor, partner and ally), less than 1% referenced China as
a security partner or ally. Third, Senate appears to view China
as both a problem and an opportunity in the global economy:
24% referred to China positively as a trading partner, although
almost 59% of mentions used the descriptors trading adversary,
trading competitor, or trading threat. Treasury documents
were somewhat less alarmist: China was described most often
as a trading “competitor” (46%), “challenger” (33%), and
“partner” (21%). Moreover, 17% of the total number of Senate
references to the bilateral Sino-American economic relationship
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referenced the manipulation of the renminbi, while less than
1% of the Treasury references did so (see table 4, p. 260).

Despite the evident wariness with which the Senate
approaches China’s emergence as a global economic and military
power, the hearings and reports on the 2008 financial crisis
and its aftershocks demonstrates the centrality of China for the
management of the global economy as well as for the relative
success or failure of US macroeconomic policy. Senate references
to Europe, China and Japan within the context of the financial
crisis suggest a growing equality of status for China. Treasury
documents, on the other hand, reveal a near equality between
China and Europe (read: Germany), particularly with respect to
unsustainable trade surpluses and an overdependence on export-
led growth. Yet, Europe remains America’s preeminent partner
(and potential problem) with respect to theinternational monetary
system: the dollar and euro remain the two most important
currencies in the international system, largely attributable to
the size of their economies, their integrated, sophisticated and
transparent financial markets, and the safety of dollar- and euro-
denominated assets.

THE GLOBAL SYSTEM OF ECONOMIC GOVERNANCE

The assessment of Europe and China’s importance to the
United States has both subjective and objective elements. But
it is clear that the American political and foreign policy elites’
subjective interpretation of Europe’s capabilities, interests, and
value as an ally and economic partner is not always consistent with
Europe’s contribution to American foreign policy goals or economic
importance for the United States. Similarly, the relatively “quite”
role China played and was asked to play in the financial crisis
contrasts vividly with the American geopolitical preoccupation
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with China’s role in the Pacific as compared to its performance as a
stakeholder in the global system of economic governance.

The concurrent financial, fiscal, and eurozone crises have
damaged transatlantic relations: the US increasingly considers
“Europe” an unreliable partner for addressing the negative
externalities of globalization, while the Europeansblame the United
Statesfor the near collapse of the international financial system and
macroeconomic policy solipsism. The process of globalization has
also weakened transatlantic multilateralism more generally, owing
to the attending shifts in national calculations of self-interest
and the geopolitical reorientation of the United States to regions of
the world where multilateralism is normatively and institutionally
weak and where Europe lacks a compelling geostrategic interest.
The Sino-American relationship is, if anything, more complex:
in the real sector of the economy, China is a critical trading partner
but also one prone to ignore or bend the “rules of the game”: there
are serious concerns about the non-protection of intellectual
property rights, the tolerance if not sponsorship of industrial
cyber-espionage, the violation of WTO trading rules that harm
US (and European) producers and the multilateral trading regime
more generally, and the government management of the external
value of the renminbi, particularly the cross-exchange rate with
the dollar. These US (and to a lesser extent European) complaints
about Chinese trading practices must be considered in tandem
with an equally important question: Did China act as a responsible
stakeholder and credible partner during the 2008 financial crisis?

The failure of Lehman Brothers in September 2008
conveniently demarcates the onset of the near-collapse of the
international financial system and the Great Recession in
the transatlantic economy. The European and Chinese responses
to the crisis provide a basis for assessing whether China hasacted as
a “responsible” stakeholder in managing the global macroeconomy.
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Europeans and Chinese agreed that the crisis was “made in America”
and caused by an asset bubble created by low interest rates and
ineffective regulation of the financial and banking sectors of the
economy. An OECD report supported that claim, but also pointed
to unsustainable Chinese, German and Japanese current account
surpluses asa contributing and enabling factor. The United States,
despite the British and Japanese support for fiscal stimulus, faced
a recalcitrant Germany and a supportive China. The US, however,
had to craft a solution to the financial crisis and deepening
recession that would satisfy the German demand for fiscal balance
in Europe and global regulatory reform with the more pressing
concern of allaying the Chinese (and Japanese) concern about the
future value of their sizeable dollar-denominated assets. China
emerged as a key partner for the United States, while the Germans
saw China as the only solution to the problem of global economic
growth and European austerity: Chancellor Merkel suggested
that China pursue more expansive fiscal policies to increase global
demand; China, in her view, could avoid increasing its level of debt
and had a greater growth potential than Germany — two claims
that could equally be made for Germany. The United States, in
turn, depended upon the Chinese willing purchase of US Treasury
bonds to support the $841.2 bn fiscal stimulus package and accept
the attending risk of an eventual revaluation of the renminbi vis-
a-vis the dollar.

Not only did the Chinese government acquiesce to the Obama
administration’s request that they continue to purchase US debt to
finance the financial bailout and stimulus programs, but embarked
upon their own fiscal stimulus program that risked inflation and
a significant rise in central government debt. In 2009 and 2010,
the output gap in China was -0.05 (suggesting a near balance of
potential and actual output) whereas the (unweighted) output gap
was -3.7 in three major European countries, -4.5 and -3.9 in the
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US, and -7.0 and -5.5 in Japan. On the debt side of the equation,
the Chinese central government balance rose from -0.1% of GDP
in 2008 to -2.0 in 2009 and 2010, while the German balance rose
from -1.1 to -4.2% and -4.6% for those two years. The other major
states faced much larger deficits in 2008 and became unsustainable
in 2009 and 2010. The German and US stimulus packages struck
not dissimilar balances between tax reductions and spending
increases, whereas the Chinese stimulus package was devoted
almost exclusively to upfront expenditures. More important, the
US and China fiscal stimulus packages amounted to $841 bn (4.9%
of GDP) and $204bn (4.4% of GDP), while the combined stimulus
measures of France, Germany and the UK amounted to $192 bn
(2% of GDP on an unweighted basis) (see Table 5, p. 261).

The macroeconomic consequences of the crisis, compounded
by the paralytic political process in Washington, is the focal point
of European (read German) dissatisfaction with current American
macroeconomic policy, Chinese (and Japanese) concerns about
their dollar- denominated debt losing value owing to a steady
depreciation of the dollar, inflation or even technical default,
and the American concern that these deficits could leave future
American governments facing an inescapable debt trap and
vulnerable to linkages between the continued holding of US debt
and the resolution of geostrategic conflicts on terms favourable
to China. In important respects, China has supplemented, if not
supplanted, Germany as the most likely candidate to perform the
role of a macroeconomic “locomotive”. China has also replaced
France as the country most vexed by the privileged position of the
dollar in the international monetary system and eager to find a
substitute for it.
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SYSTEMS OF SECURITY GOVERNANCE

Regional security subsystems range from ineffective or non-
institutionalized governance (the transpacific balance of power)
to more complex forms of governance (the transatlantic security
community). The structural characteristics of the post-Westphalian
European state impels states to seek highly institutionalized forms
of security governance, just as the Westphalian states populating
the Pacific Rim possess at best an instrumental and contingent
interestin aweakly institutionalized system of security governance.
Any security governance system has four distinct components
— the referent; the regulator; the normative framework; and the
interaction context — that fall along a broad spectrum of values.
The range of values assigned to these four constitutive elements
for any system of security governance provides a mechanism for
identifying and categorizing regional systems of governance. The
transatlantic system of regional security governance represents a
contractual security community, while the transpacific system of
security governance may be characterized as a balance of power
system within which a nascent Southeast Asian concert is nested.

The security referent identifies the target of the security
arrangement. The security referent may be directed outwardly
towards an “other” (as in an alliance) or the regional milieu
(as in a security community). Where the role of power dominates
interstate relations, security arrangements will be outwardly
directed towards an “other”. The system regulator identifies the
conflict resolution mechanism(s) dominating a given geopolitical
space. As the utility or legitimacy of war declines, so too does
the willingness of states to rely on it to regulate conflict. The
coalescence of national identities creates the context for the
construction of a broader collective identity and a dominant
role for institutions as mechanisms for conflict resolution. Where
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those conditions are absent, war remains the ratio ultima regum. The
normative framework of a governance system captures the function
norms play in the calculation of states interests and behaviour.
Where system-level norms govern within-group interactions,
the sovereignty principle is discounted and within-group war or
coercion delegitimized. When those conditions are met, system-
level norms become intrinsic to the calculation of interest. When
those conditions are not met, narrow national interests will
trump system norms when they collide. The interaction context
refers to the level of amity and enmity in the system and the
intensity of the security dilemma. Where states that have lost or
ceded sovereign control and discounted sovereign prerogatives to
international or regional institutions, the security dilemma is
likely to dissipate and amity will characterize interstate relations.
Similarly, where states retain sovereign prerogatives and treat
sovereignty as inviolable, then the security dilemma will remain
acute, war remains a viable option, normatively and instrumentally,
and states retain a narrowly defined national interest.

The transatlantic system of security governance meets the criteria
of a contractual security community; it is characterized by a dense
network of institutions, the most important of which are NATO
and the EU. Although NATO and the EU’s Common Security and
Defense Policy remain intergovernmental in nature, the level of
defense cooperation in both institutions is unsurpassed anywhere
else in the world. It is also the case that in critical areas of security
- infrastructure protection, cross-border crime and terrorism -
the European states have sacrificed a great deal of sovereignty in
order to craft and execute common solutions.

The elements of a contractual security community are
fully met in this region: there are instrumental and normative
constraints on the use of force and an unwillingness to use force
as an instrument of within-group conflict resolution; international
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law arbitrates conflicts between states; there are mechanisms for
the peaceful adjudication and resolution of conflict; and collective
identity formation has created high levels of amity and the security
dilemma does not exist among the participating states.

The transpacific system of security governanceis characterized by
three major facets: first, a system of non-transitive, spoke-and-hub
bilateral security relationships between the United States and its
major allies in the region — South Korea, Japan, Australia, and New
Zealand; second, the ten-member Association of South East Asian
Nations (ASEAN) represents a concert system intended to reinforce
the principle of non-interference, facilitate economic cooperation,
and insulate those nations from great power competition; and
third, the Chinese sponsored Shanghai Cooperation Organization,
initially designed as a forum for resolving border conflicts in
Central Asia, and now represents a Sino-Russian institutional
framework for thwarting US encroachments in the region.

The transpacific system of security governance corresponds to
the elements of a balance of power system. There is an absence
of normative constraints on the use of force and a willingness to
use force as an instrument of within-group conflict resolution
- a willingness demonstrated within the ASEAN countries
and now between China and most of the littoral states of the
western Pacific. International law plays a non-binding role in
the governance of interstate interactions when conflicts arise;
there are no established and legitimate mechanisms for the
peaceful adjudication and resolution of conflicts that touch on
issues of national sovereignty. Moreover, national identities
remain sharply defined and constructed in opposition to the other
states and civilizations occupying the Pacific Basin — the Japanese,
American and Chinese exceptionalisms are mutually exclusive and
historical grievances from the distant past remain operational.
The lack of trust in the region - particularly between China and

251



JAMES SPERLING

the US, between China and Japan, and between China, Japan and
their littoral neighbors - reflects a high level of enmity and an
intensified security dilemma, particularly between the two major
Pacific antagonists, the US and China.

THE GLOBAL COMMONS: INTERSECTING ECONOMIC AND SECURITY
GOVERNANCE

The preoccupation with assured access to the global commons
may be attributed to the concurrent demilitarization of security
within the transatlantic area and the securitization of issues once
considered the exclusive domain of domestic politics. The four
domains constituting the global commons - aerospace, maritime
space, cyberspace and outer space — are inextricably linked, but
the rules and principles governing maritime space, cyberspace,
and outer space are increasingly contested. Most important, for
the United States (and its European allies) continued open access
to these domains underpins the American ability to operate
globally on air, land and sea, while for the rising powers of Asia
open access serves as a facilitator of continued US strategic
hegemony and economic dominance. The US has an interest
sustaining the regimes governing the commons and ensuring that
any modification to them does no harm to its strategic interests
or those of its allies. Similarly, China, India, Brazil and others
have an interest in modifying those governance systems to align
better US influence and power. Intra-mural debates between the
United States and Europe have been restricted to a contestation of
the rules, rather than disagreement on the underlying principles
of governing the commons. The US and Europe generally expect
that the internally settled limits of contestation will be shared and
accepted other stakeholders in the system, particularly China, a
state that has clearly expressed its dissatisfaction with the existing
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system of governance that privileges US strategic interests in the
Pacific Basin and beyond.

The Maritime Commons. The maritime commons retains an
unparalleled security salience: the global and Atlantic economies
are heavily dependent on sea-borne trade for manufactures and
raw materials, and three quarters of global trade passes through
vulnerable international straits and canals. The evolution of the
global supply chain has made the advanced economies particularly
vulnerable to any disruption of maritime trade, the global
communications infrastructure is underpinned by a complex web
of undersea cables, and global energy infrastructures are similarly
dependent upon a stable maritime space. The violation of any
component of “freedom of the seas” inevitably impinges upon
the American and European ability to engage rivals at sea or to
intervene militarily in regions outside the North Atlantic area
deemed critical to allied security.

These objectives, in turn, have focused NATO’s attention
to protecting the integrity of the UNCLOS regime, particularly
innocent passage through territorial seas, transit through straits
used for international navigation, archipelagic sea passage, and
the definitions of territorial sea, the contiguous zone, the exclusive
economic zone (EEZ), and continental shelf. The importance of
the UNCLOS regime reflects the perceived threat posed to allied
freedom of action on the seas owing to the putative and actual
emergence of China as a formidable maritime power in conjunction
with China’s revisionist ambitions in the South China Sea and on-
going infringement of the UNCLOS provision on innocent passage
inside the internationally recognized Chinese EEZ.

The US and Europe equate the integrity of the UNCLOS regime
with the protection of the transatlanticeconomies from disruptions
to sea-borne trade and the preservation of NATO’s comparatively
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unencumbered maritime power projection capabilities. Policy
analysts recognize that the NATO maritime powers are alone
unable to ensure freedom of the seas or meet the threats posed
by piracy, drug trafficking, and sea-borne WMD proliferation in
the Indian Ocean, the Straits of Malacca, or elsewhere. A global
system of maritime surveillance protecting sea-borne commerce
could be enforced by a US-led Global Maritime Partnership or by
integrated regional initiatives, but China among others is unlikely
to acquiesce to a system that perpetuates US maritime dominance.
Yet, American naval forces — and those of the NATO allies more
generally — are central to any global solution to the security threats
posed to the uninterrupted flow of goods on the high seas. The
policy debate attending the progressive globalization of NATO’s
naval role has revealed fissures between the continental and
maritime member-states of the alliance. But those fissures pale in
comparison with the chasm between NATO and non-NATO states,
particularly those with a plausible claim to regional dominance,
notably China, India, and Russia. The purpose - and hence
legitimacy — of a NATO-dominated maritime order is questioned
outside the North Atlantic area. Arguably, the BRICS have as great
astake in an uninterrupted flow of manufactures and raw materials
on the high seas as do the member states of the alliance.

Despite the recognition that NATO is unable to provide
security on the high seas alone, the emerging maritime powers
are viewed as posing a challenge to US (and NATO) maritime
dominance, rather than as potential partners contributing to
the stability of the global economy - a contradictory position if
maritime space is indeed a global commons.

US suspicions of the Chinese, Indian, or Russian maritime
ambitions are only explicable if the western ambition is to lock-in
the American command of the maritime commons. As China - and
the other BRICS - become capable of challenging the maritime
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prerogatives now enjoyed by American (and NATO) naval forces
outside the North Atlantic region, the viability of the maritime
regime currently servicing their shared commercial interests will
be undermined by opposed diplomatic and strategic objectives in
the Indian and Arctic Oceans and the South China and East Seas.
Thus, the geostrategic and geo-economic requirements for securing
the maritime commons are counter-indicative: the latter would
welcome an enhanced BRIC naval contribution for the purposes
of enforcing the letter and substance of the UNCLOS, while the
former underscores the need for continued American (and NATO)
naval dominance.

Cyberspace. Cyberspace has perforated national sovereignty;
it has accelerated the growing irrelevance of geography and
borders for commerce, finance, and communications. The
revolution in information technologies and the digital linking
of national economies and societies have contributed to the
unparalleled openness, productivity, and vulnerability of NATO
member state economies. The ease with which disturbances are
transmitted across cyberspace and the difficulty of deflecting
those disturbances have reduced systemic resiliency to exogenous
shocks or malevolent acts by a broad range of actors. Not only is
data transmitted in cyberspace vulnerable to attack, but so to are
the physical and virtual infrastructures containing cyberspace.
The private ownership of the cyber infrastructure (e.g., software
and the global fibre optic cable network) in conjunction with the
military reliance upon that infrastructure has not only securitized
civilian cyberspace, but elevated cyberspace to a critical theatre of
operations for the alliance.

The threats to cyberspace are varied with respect to agent
(terrorists, malicious hackers, criminals, states), strategies of
disruption (computer network operations, computer network
attack, domination of the electromagnetic spectrum), and target
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(data, physical infrastructure or software). Moreover, major power
vulnerability to the disruption of cyberspace is asymmetrical.
Unlike Americans and Europeans, late adapters to cyberspace - as
China is - have been able to reduce their vulnerability to disrupted
cyberspace with national gateway controls. Moreover, the American-
led embrace of net-centric warfare has created new vulnerabilities
for American and allied forces, particularly the targeted destruction
of the physical or virtual infrastructure of cyberspace.

There are significant external barriers to the creation of a viable
international regime creating a cyber-commons. First, any regime
must first address the problem of attribution, state responsibility
for non-state actors operating within national jurisdictions, and the
proportionality of response to cyber-attacks, -spying or —-commercial
espionage. Second, the physical conflation of commercial and
military assets places into question the appropriate institution for
crafting such a regime, particularly since the critical vulnerabilities
of western societies are economic and financial data networks and
the legitimacy of aleading NATO role is contested in the Asia-Pacific.
A final barrier to an effective international regime protecting access
to the commons is the opposed strategic objectives of the major
cyber-antagonists in the international system, the United States
and China: each seeks cyber-dominance and the ability to disrupt
the networks of potential adversaries.

Outerspace. The outer space and cyberspace commons are
partially substitutable: each can be used to transmit data. Access
to the space commons, however, is essential for the important
(military) task of data collection, whereas cyberspace remains the
key location for storing and analyzing data. The vulnerabilities
plaguing the outer space commons are not dissimilar to those
found in cyberspace and, like cyberspace, the securitization of
space has virtually erased the distinction between the civilian
and military functions of space-based communications assets.
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The military-strategic saliency of outer space for the US, and
to a somewhat lesser extent the EU, can hardly be overstated.
NATO and US access to space-based assets is the sine qua non for
expeditionary operations, a state of affairs driven by the transition
to net-centric warfare. The over-riding goal of NATO in the outer
space commons is developing an international space regime that
will establish rules for orbital (and spectrum) allocations that will
not degrade or impede NATO’s military mission. NATO access to
space-based assets are threatened by any number of malefactors
— states, terrorist or criminal organizations or hackers - only
matched by the number of threats to access: electronic warfare,
anti-satellite weapons, kinetic attacks on ground stations, and
space debris that threatens the integrity of space-based platforms.

An effective and broadly legitimate outer space regime faces
significant barriers. First, a common space policy is problematic
owing to the competitive nature of national space programs.
Established and rising powers alike seek to reap the commercial
benefits of a robust space industry and all parties have an interest
in enhancing or acquiring an autonomous space-based intelligence
capability. Moreover, the American transition to net-centric warfare
and the policy objective of space dominance create another set of
barriers: the former has made US armed forces extremely vulnerable
to an interruption of space-based communications and information
gathering platforms, while the latter requires an offensive as well as
defensive capability in space — an option the Chinese have chosen
and the Europeans have has explicitly rejected. Thereislittle evidence
that NATO member states and formal US allies in Asia possess
the legitimacy or power to create unilaterally a regime that would
enable the Americans unfettered access to outer space in support of
out-of-area operations or enhance the ability to project power into
areas of strategic concern to China and other rising powers. Most
important, perhaps, is the unlikely role of China, particularly, as a
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constructive partner in forging any international agreement given

the recognized and easily exploited vulnerability of the space-based

platforms critical to US (or NATO) military operations.

CONCLUSION

Four hypotheses were proposed to explain the place of the EU

and China in the American foreign policy calculus. How do they

fare against the empirical record?
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The capabilities hypothesis is generally confirmed. The
relative decline of European military capabilities and internal
macroeconomic malaise and the rapid modernization of
Chinese military capabilities have diverted US attention and

resources to the Asia- Pacific.

The quiet/hot zone hypothesis is confirmed. American and
European foreign policy elites agree that there is no existential
threat to the existing European order and that the sources of
disorder are outside Europe and increasingly distant from it.
A more assertive China, particularly territorial claims that
imperil formal US allies or threaten US freedom of the seas,
has pushed forward the American “rebalancing” announced in
the first Obama Administration.

The crowding-out hypothesis is strongly confirmed. The
process of globalization, the rise of once marginalized states,
and the Chinese challenge to the status quo limit the policy

attention that can be devoted to Europe.

The wave-of-the-future hypothesis is problematic. First, it
is clear that American attention is increasingly diverted to
other regions of the world owing to geopolitical challenges
and geo-economic interests, but it does not necessarily imply
that America’s future is not intertwined with that of Europe,

first and foremost. The few states outside the transatlantic
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area that share values, interests, and foreign policy purpose to
the same degree or as consistently. Second, it is as clear that the
21* century is likely to be known as the Pacific Century and
China could possibly emerge as the world’s foremost power.
If it does, China will be fully within its rights to demand a
re-ordering of the rules governing the international system.
The only open question is whether the major protagonists will

treat the negotiation as a joint-sum or as a zero-sum game.

Table 1. Global GDP Share: 1990-2018

1990 1995 2000 2005 2010 2013 2018

United States | 24.682| 22.857| 23.493| 22.163| 19.363| 18.619| 17.681
China 3.873 5.65 7117 9.418| 13.526| 15.621| 18971
Russia n/a 2.936 2.646| 2979 2.994 3.028| 2934
Japan 10.087| 8.854 7.686| 6.829 5.862 5.479| 4.709
EU-27 27977| 25.476| 24.523| 22.679| 20.153| 18.503 16.32

Source: IMF (2013), “Data and Statistics” at: http://www.imf.org/external/pubs/ft/
weo/2013/01/weodata/weoselgr.aspx.

Table 2. Press Perception of EU and China

(;’(\)/gé— (?02;— : U (;\IOYO;— .China & S lE} EU share

2013) 2012) issue area 2012) issue area share
EU 5.78% 2.61% Trade| 25.33% Trade| 1295%| 11.58% 2.68%
Germany| 13.81%| 14.12%| Finance| 10.65% | Finance 7.12% 6.37% 1.13%
France 13.38% 7.24% Energy 12.26% Energy | 17.71% 15.84% 1.30%
UK 6.34% | 19.12% | Oil/gas 5.04% | Oil/gas| 1841%| 16.47% 0.53%
Russia 9.15% 8.12% |Euro crisis 5.61% |Euro crisis 1.04% 0.93% 0.59%
China 31.52% | 40.44% $-€|  20.34% |S-renminbi 0.51% 0.45% 2.15%
Japan 17.55% 7.24%
NATO 1.95% 1.04% | Security 6.57% | Security | 21.94%| 19.63% 0.69%
ASEAN 0.14% 0.04% | Defense| 11.85% | Defense| 1590% | 14.22% 1.25%
APEC 0.33% 0.03% | Terrorism 1.75% | Terrorism 3.53% 3.16% 0.19%
ARF 0.01% | >0.00% TOTAL| 89.43%| 10.57%
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Table 3. Press Descriptors of China and United States

China Daily New York Times

China and: China and:

Rising power 23.15% | Threat 31.89%

Peaceful rise 20.06% | Enemy 21.88%

multipolarity 3.29% | Partner 0.04%
Rising power 41.52%

US and Competitor 3.29%

Hegemony 51.85% | US and:

decline 1.70% | decline 1.38%

Table 4. Senate and Treasury Descriptors of China

Senate Treasury

Economy: share Trading:

Partner 24.04% Challenger 45.56%
Adversary 5.90% Partner 32.52%
Competitor 14.03% Competitor 21.49%
Threat 39.46% Adversary 0.02%
Manipulation 16.57% Manipulation 0.41%

Adversary 13.07%
Enemy 20.45%
Ally 0.00%
Partner 0.53%
Rising power 32.83%
Challenger 32.34%
Competitor 0.78%
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Table 5. Stimulus Measures, 2008-2010

US China Japan France FRG UK

Output gap 2009 -45| -0.05| -7.0| -32| -3.6|-49
2010 -39]| -0.05| -55| -3.2| -3.3|-4.7
Expenditure measures

Infrastructure Investment X x| xx X[ xXx X
Support to SMEs

Social Safety Net X

Housing/Construction X X
Strategic Industries X X
Revenue measures Corporate Income

Tax X X X X
Personal Income Tax Indirect Tax X X X X[ xx| XX
Fiscal cost (as % of GDP) 2008 1.1 04| 04 00| 00| 0.2
2009 20 20| 14 07| 15| 14
2010 18| 20| 04 07| 2.0|-0.1
Total fiscal cost (Sbn) 841.2|204.3|104.4| 20.5|130.4|40.8

Sources: IMF, The State of Public Finances: Outlook and Medium-Term Policies after the
2008 Crisis, 6 March 2009; IMF World Economic Outlook (Washington, DC: IMF, October

2009).
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THE EUROPEAN UNION AND GLOBAL
ECONOMIC GOVERNANCE IN LIGHT
OF THE GREAT RECESSION

Carlos Mdrcio Cozendey*

he EU’s position in global governance was strongly
challenged by the consequences of the Great Recession
triggered by the global financial crisis of 2008, and even
more intensely by its unfolding in the 2011 European crisis. But
the transition to a new equilibrium in the mechanisms of global
economic management was not completed and could now become

Secretary of International Affairs of the Brazilian Ministry of Finance. The opinions expressed in this
article are responsibility of the author and do not necessarily express the position of the Ministry of
Finance. The author thanks the team of the Undersecretariat for Financial-Economic Institutions and
International Cooperation for preparing the graphics that illustrate the text.
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stagnant. The threat to the EU’s position resulted from factors
that were already present in the global economic movement prior
to the crisis, some of which deepened in response to the crisis, as
well as in the way the EU and its member countries responded to
the crisis.

The decade preceding the crisis saw a prolonged period of
growth in the world economy where developing countries, in
particular those who became identified as emerging economies
that had overcome the pitfalls of the crises of the late 20* and early
new Century (Asia, Russia, Brazil, Argentina), registered strong
economic growth rates. In particular, the Chinese phenomenon
demonstrated all its strength from an accelerated increase in
productivity when transferring mass manual labor from the
countryside to industry, which resulted in a strong growth in
manufacturing output to supply a demand fueled by the juggling
act of financial markets in developed countries. The passage of
Asia into a situation as a net importer and producer of food and
raw materials transmitted the growth of the region to other parts
of the developing world, through demand and commodity prices.

In parallel, Europe has been slow to recover from the recession
at the beginning of the century and, in most European countries,
failed plans for structural reforms that would significantly raise
productivity as expressed, for example, in the Lisbon Strategy,
established in 2000 by the European Union to “make Europe,
by 2010, the most competitive and dynamic knowledge-based
economy in the world” (European Council, Lisbon March 23
and 24 2000, Conclusions of the Presidency). At the same time,
despite the intentions of the European Commission, the weight
of the common agricultural policy and the necessities to cushion
the entry of new members from Eastern Europe into the Union
in terms of regional policies left little room in the community
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budget for competitiveness policies, including technological
development or the integration of infrastructures.

As a result, while the participation of developing countries in
world GDP at current prices increased consistently over the last
decade, the participation of the European Union decreased, even
with the expansion from 15 to the current 28 members.

Participation in global GDP (Current Prices)
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In terms of purchasing power parity, on the other hand,
developing countries are now currently over 50% of global GDP,
which underlines the crucial role they play in sustaining the growth
of the world economy, especially after the 2008 crisis.
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This trend was leaving an increasingly evident contrast between
the composition of the central decision-making mechanisms of
economic schemes established after World War II, particularly in
regard to the governance of the International Monetary Fund and
World Bank, and the new reality of the international economy.

Participation in Global GDP x Voting Power in 2013
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As can be seen in the graph above, European countries, on the
threshold of the 2008 crisis, were already widely overrepresented
in terms of voting power in the IMF compared to their share in
world GDP. As a result, there was mounting pressure from
developing countries, especially the major emerging economies,
over the European countries for a space assignment in the
governance of international economic institutions. Although
the overrepresentation affected advanced countries in general, the
United States maintained its participation in global GDP above its
voting power in the IMF, which allowed the American Executive a
more favorable stance to the changing composition of the shares,
which is reflected in the voting power, toward a greater participation
of emerging and developing countries.

The 2008 crisis deepens this picture. European countries, in
varying degrees of intensity, faced a severe recession in 2008 and
2009. In 2010, the recovery appeared to settle in, but Greece had
remained on the way. The state of Greek public finances, which
had already become critical before the crisis, irretrievably deteriorated
and, without effective European rescue mechanisms in place, the
vicious cycle of low growth and fiscal deterioration was set in place.
In 2011 Greece is forced to restructure its debt, while Ireland, called
to rescue its banking system, and Portugal, whose finances were also
already in a delicate state pre-crisis, are forced to seek help from the
EU and IMF to meet debt payment obligations. Given this situation,
investors who had become accustomed to an insignificant difference
between the remuneration received from the sovereign bonds of
different countries of the euro zone, started to demand higher payments
in most of the countries considered being in a fragile fiscal situation
and Spain and Italy joined the line. If the European rescue mechanisms
had been improvised to rescue Greece, Ireland and Portugal, the
picture presented is critical of the view that it was necessary to bail
out those two countries, whose economic order of greatness is on
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another level. The European Central Bank (ECB), which had already
adopted a controversial measure to raise interest rates in 2010 when
the economic recovery was still incipient, made it clear that it would
not firmly support sovereign bonds, with the understanding that it
should not finance public shortfalls, which would be inconsistent with
its constitutional limitations and a narrow mandate to price stability.
Moreover, as European banks had great exposure, but uncertainly in
government bonds now doubtful, its funding sources in Europe and
across the Atlantic dried, in so far as that financial institutions
and European and American investors, already affected by the crisis,
sought to protect themselves from the European sovereign risks. The
result was a reversal in Europe’s growth recovery and a crisis that called
the mechanisms of European integration into question, raising doubts
on the continued existence of the single currency.

GDF Growth of Selected Countries from the European Union
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The response by a majority of the countries to the 2008
crisis was to coordinate a trigger to their countercyclical levers.
The automatic stabilizers of increased government spending for
unemployment insurance mechanisms were added to the bank
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bailout and stimulus of a different nature to demand recovery
programs. This increase in spending, as opposed to the decrease in
revenues due to the economic recession, naturally generated high
public deficits that have resulted in a sharp increase of public debt
to GDP ratio in advanced countries.

European countries with more critical fiscal situations, or
perceived as weaker, did not have another way out other than
seeking to reduce their public deficits, whether or not in the
context of the adjustment arising from financial assistance
agreements with the EU and IMF programs. The degree and
the pace of fiscal consolidation, however, ended up aggravating the
vicious cycle of low growth/fiscal deficit. At the same time, the view
that prevailed in Europe, under the leadership of Germany and
other countries in a better fiscal and financial situation, was
that a rapid fiscal adjustment, with reversal of the stress from
the reaction to the 2008 crisis, was essential to ensure investor
confidence. This was not only the recipe presented to countries in
more fragile positions, but the proposal for their own economic
policies. As seen in the table below, Germany quickly reduced
its fiscal deficit and in 2012, in full impact of the second dive of
the GDP generated by the European crisis, ended the year with
a fiscal surplus, thus conveying a contractionary impetus for the
European economy.

269



CarrLos MArc1o COZENDEY

Nominal fiscal result in the European Union and selected
countries (in % of GDP)
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This is not the place for a description of the comings and goings
of the European decision-making process for dealing with the
weaknesses revealed in the single currency project by the 2011 crisis.
But in summary, the problems of the formation of a single currency
without fiscal union and no union bank were evidenced. The EU
came out of the crisis with strengthened - but still underpowered -
mechanisms for collective fiscal control, established and tested funds
of stabilization - albeit in a limited volume — and an incomplete — but
designed and gradually implemented — banking union. In this area,
the ECB was elevated to the single banking supervisor, as a basis
for community mechanisms of deposit guarantees, settlement and
lending of last resort. However, during the crisis, the complexity
and difficulty of collective decision-making processes in the union
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became evident, while the tension between the collective and the
national was exacerbated.

To the eyes of the European public, while dysfunctional aspects
of EU institutions came into focus, European solidarity found itself
heavily tested. The Union, which had been, to many countries,
notably the European periphery, a source of growth and positive
expectations, was suddenly a source of restrictions and demands for
traumatic adjustments. Better-off countries not only acted to limit
their exposure to the risk posed by countries in fragile situations, but
also developed strong fiscal adjustment policies, not transmitting a
boost in demand to the rest of the Union to help rescue those who
had entered the debt/recession spiral.

At the international level, the response to the 2008 crisis
brought on the search for a coordination of countercyclical stimuli
for the demands within the G20, a forum for discussion for finance
ministers and central bank presidents who went on to meet at
the level of heads of government. By “summoning” the largest
developing and emerging market countries to assist in recovery
from a crisis heralded as catastrophic, the advanced countries
recognized that the world had changed and that the decision-
making processes of international economic regimes needed
to incorporate new players. In the next step, the expectation
of the developed countries was that the G20 would allow
the coordination of a rebalancing of the global demand, where the
emerging sustained the demand and countries with current
account surpluses strongly stimulated domestic demand and
helped the recovery in global demand.

Indeed, emerging and developing countries were generally
able to use the space that had been built in their fiscal and monetary
policies to quickly restore growth and contribute so that the crisis
did not reach the expected levels.
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Regarding rebalancing, more than five years later, the results
indicate a reduction of the American deficit and the Japanese
and Chinese surpluses, in contrast to the maintenance, almost
unchanged, of the current account surplus of Germany, which,
together with the adjustment made by the European periphery,
reversed the position of the current account balance deficit of the
European Union into a surplus.

Current account balance of Germany and the European Union
(in % GDP)

7,0

6,0

50

4,0

3,0

2,0

1,0

0,0

10 2008 2009 2010 2011 2012 2013

Alemanha ®UE

Source: EMI, WEO Prepared by: MIF/SAIN

Germany has basically replaced most of its exports to the
crisis-stricken European Union for developing and emerging
countries, without expanding its domestic demand in a manner
sufficient enough to function as an auxiliary line in the European
recovery.

With Europe and other developed countries growing less and
developing countries sustaining global growth, their participation
in the global economy continued increasing. What was found,
however, was that these countries still do not enjoy the breath to
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sustain the dynamism of the world economy without the recovery
of the advanced countries.

In any case, if the crisis in the institutional field accelerated
processes and initiated the incorporation of large developing
countries in central decision-making processes of the international
economic regimes, it also accelerated the growth of their
importance in the global economy, which had been the source of
this incorporation. As a result, it aggravated disparities between
the participation of these economies in the global product and
their participation in the decision-making process of the Bretton
Woods institutions.

In the case of the IMEF, this situation is even more complex
because in 2009, and again in 2012, the large emerging countries
were called, along with some of the developed countries, to make
loans to the institution in order to expand its capacity to act, on
the understanding that these contributions would subsequently
be converted largely into quotas in the capital of the organization,
with a corresponding increase of the voting power. However,
the review of IMF quotas approved in 2010, which moderately
transfers quotas in favor of developing countries, with reduced
losses in Europe, has not yet been ratified and not entered into
force. As the reform of 2010 was considered unsatisfactory by
developing and emerging market countries, the promise was
included that it would be resumed with a renewed discussion of
the formula that serves as a basis for discussions about the size
of quotas by January 2013, as well as a further review of quotas by
January 2014. The discussions to that respect met great resistance
from European countries and, with a delay in the ratification of
the 2010 reform by the United States, neither of these objectives
were achieved.
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The logic of institutional movements and the real economy
triggered by the 2008 crisis and deepened by the one in 2011
indicate that today a reduction in the over-representation of
advanced countries is more justified, especially European countries,
in favor of developing countries, notably the BRICS. However,
such a move comes in direct contradiction with the goal of the
creation and deepening of the European Union, that is, to enable
European countries, through their union, a greater weight in the
management of international regimes. In the face of the challenge
posed by the crisis to the functionality of intra-European decision-
-making mechanisms, this source of legitimacy of the European
integration process assumed even greater weight.

Thus, the transition process of international economic regimes
to handle the increasing weight of large developing countries faces
a complicated scenario ahead, facing, on one hand, the skepticism
of U.S. Congress regarding multilateral regimes and, on the other,
the European resistance to the loss of relative power.

After the most critical moments of the global economic crisis, the
big developing countries temporarily lost bargaining power in
the effort to reform global economic governance, to the extent
that their “support” became less necessary and, with smaller
economic growth, less substantive.

In this scenario one can find the efforts of the BRICS
countries to create their own economic multilateral institutions
such as the New Development Bank and the Reserve Quota
Arrangement, whose constitutive treaties were signed at the
BRICS summit in Fortaleza in July 2014. Envisaged to act in a
complementary way to existing institutions, but under control
of the BRICS, they introduce a new dimension of the evolution of
global governance and, although it is obviously too early to judge
their effectiveness and their impact, are a way of responding to
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possible deadlocks on reform and the tendency for immobility of
the Bretton Woods institutions.

The BRICS thereby make their own autonomous advances to
give an expression to the economic multipolarity that the crisis
had accelerated. In this scenario, the EU must decide if it meets its
vocation for multilateralism — given its constitution — and makes
room for a more complete transition of international economic
regimes, with greater preservation of the existing structure, or
answers the call of the desire for power, which also comes from
its constitution process, and resists this transition, with the
consequence being a more intensive search for alternatives to
the existing schemes. Either way, a more multipolar global

economic reality seems unquestionable.
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THE ROLE OF THE EMERGENT:
LATIN AMERICA






INTRODUCTION

he Economics of Happiness is a relatively new field in
economic analysis, which seeks a subjective evaluation
of people’s welfare, from a variety of perspectives
(individual/collective, present/future and cross-country). In this
article datais presented regarding Brazilians’ social perceptions,

* Minister at the Secretariat for Strategic Affairs (SAE) of the Presidency of the Republic, president of
Ipea and professor at the Brazilian School of Economy and Finance (EPGE), of the Getulio Vargas
Foundation (FGV).
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compared internationally and related to the literature on the
Economics of Happiness and Human Development.

Objective data related to people’s subjectivity are used,
derived from polls carried out in a hundred countries by Gallup
World Poll. Its international character allows us to differ between
Brazilian and other countries’ points of view. Besides this data, the
Social Perceptions Indicator System (SIPS) by Ipea, began, in 2012,
to repeat the same kind of question to a representative sample of
the country and its regions, which allowed for the assessment
of this kind of perception throughout the Brazilian territory.

The three major forms of perceptions used in these polls are:

+  People’s satisfaction regarding their own lives/individual;

« DPeople’s satisfaction regarding life in the country/
collective;

+  Cross Country People’s Perception.

This article is divided in this introduction and three sections.
Section one explores compared data reported by Brazilians
regarding present happiness, as well as their relation with income,
and makes international comparisons. Section two analyzes data
about future happiness and their implications. Section three shows
data related to Cross Country People’s Perception.

PRESENT HAPPINESS AND INCOME?

The Gallup World Poll data on satisfaction with life are based
on a sample of 150 thousand respondents. Regarding current
satisfaction with life, Brazil placed 18" among 160 countries in

2 This section is based on NERI, M. C. A FELICIDADE ACOMPANHA A RENDA? In: NERI, M. C. and
SCHIAVINATTO, F. (Orgs.). SIPS 2014: percepgbes da populagdo sobre politicas. Rio de Janeiro: Ipea,
2014.
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2012, obtaining an average of 6.9, on a scale from 0 to 10. As seen
in the table below, showing data from 2006 to 2012, Brazilians
report a higher level of happiness than the other BRICS members
and European countries, behind Mexico alone among Latin
American countries in the poll.

Comparing data before and after the crisis, we can notice
a sharp fall in satisfaction with life in all European countries in
the poll. On the other hand, in Latin American countries, the
perception of happiness, which already used to be high, did not
fall; it has increased in the period.

Table 1. Current satisfaction with life today - a selection of
European, Latin American and BRICS countries - 2006-2012

2012 2011 2010 2009 2008 2007 2006 Change

level rank level rank level rank level rank level rank level rank level rank U1K

2006-08
Portugal 499 | 821522 | 75487 | 80|532| 59|572| 37 541 | 51 -9,67% 522
Italy 584 | 491606 | 41(635| 31|633| 25|678| 211|657 | 18685 | 19| -9,65% 6,33
Greece 510 | 751|537 | 68584 | 47 |604| 33 665| 166,01 | 36| -1411% 573
Spain 629 | 31(652| 331|619 | 361|620 | 29729 81699 | 117,15 12| -11,34% 6,62
Brazil 6,93 | 18|7,04| 16(6,84| 20(7,00 | 116,69 | 236,32 | 24 (6,64 | 21 590% | 6,77
Russia 562 | 56539 | 66 (538 | 64 |516| 69 (562 | 40522 | 51496 | 73 3,73% 537
China 509 | 76504 | 79 (465 | 92 |445| 93 |485| 76 |486| 66456 | 95 3,57% 4,82

Sout Africa (513 | 73 (4,93 | 90 |465| 93|522| 64535 | 53(520| 54|508| 70| -589% | 5,09

Latin America

Chile 6,60 | 24653 | 32|664| 201|649 | 20579 | 35570 | 34|606| 34| 12,65% | 6,30
Colombia 637 | 28646 | 35|641| 28 627 | 28617 | 30614 | 27602 | 35 496% | 6,28
Mexico 7,32 71691 | 20680 | 121696 | 12683 | 19(653| 191|658 | 23 547% | 691
Peru 582 | 50589 | 44561 | 47552 | 471|513 | 63 |521| 53481 | 77| 1432% 5,48

Source:SAE/PR from micro data by Gallup World Poll

Since developed countries do not report a higher level of
happiness, it becomes important to investigate the connection
between income and happiness. Angus Deaton (2007), based on
Gallup World Poll data, analyzes this connection by comparing
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GDP per capita, adjusted by Purchasing Power Parity (PPP) and
perceived happiness. Results show us that there is a positive
relation between these two variables and that Brazilian citizens
are above the trend line.

Ipea conducted research' using same questions used by Gallup
World Poll to analyze how happiness and income are related in the
Brazilian case. Results show that there is a direct positive relation
between present happiness and income in Brazil, controlled by
several variables.

Chart 1. Relation between present happiness and internet
coverage (%)

o' + &
* b 4 y =0,031x+ 3,894
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Source: CPS/FGV; from Gallup World Poll data

1 NER, M. C. e SCHIAVINATTO, F. (Orgs.). SIPS 2014 PERCEPCOES DA POPULAGAO SOBRE
POLITICAS. Rio de Janeiro: Ipea, 2014.
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FUTURE AND EXTERNAL HAPPINESS?

Regarding present happiness with life, Brazil has been around
20" among all the countries in the research since 2006; on future
happiness, five years from now, Brazil has the highest score in all
editions of the poll, among all countries. In order to get a better
view of this empirical regularity, the odds of this happening in a
random draw are twenty in a trillion, even rarer than matching all
the six lottery numbers.

Thus, it is possible to understand sentences like “Brazil
is the country of the future”; that is how we face the future —
optimistically. This optimism is not necessarily a quality, but
an attribute; it is certainly bad for savings and possibly helps to
explain why Brazilian interest rates are so high.

In the international scenario, Brazil is in the same group
as Australia, New Zealand, United States, Canada and European
developed countries in terms of future happiness, as seen in the
map below.

Map 1. Future happiness - 2015

Source: CPS/FGV from Gallup World Poll data

2 This section is based on NERI, M. C. O FUTURO, O PAIS E A AGENDA DO “PAIS DO FUTURO” In:
NERI, M. C. and SCHIAVINATTO, F. (Orgs.). SIPS 2014: percepgdes da populagéo sobre politicas. Rio de
Janeiro: Ipea, 2014.
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As seen above, Brazil is seven times champion in future
happiness; also, the average Brazilian future happiness in the
15-29 year old group, is 9.29, also higher than any other country
in the study. In other words, Brazil is world champion in future
happiness, or in “young attitude”. So it is possible to balance two
monikers often assigned to Brazil: “country of the future”, for
some, and “young country”, for others. More than a country of
young people in its demographic composition, Brazil is a country
inhabited by young spirits.

Despite being optimistic about the future, there is a large
difference when comparing individual happiness reported by
Brazilians and the nation’s general happiness. The results of
another Gallup poll, in 2008, show that the expectation for
national general satisfaction for the next five years was still 6.8,
while individual happiness expectation for the same period was
8.68. In the interpretation proposed here, this second element has
ahigher importance attributed, in the national context, to troubles
related to collective actions, like inequality, inflation, informality,
violence and lack of democracy, among others; problems that make
the whole less than the sum of its parts, requiring mobilization
and coordination of society.

Brazilian population in general is very optimistic about their
own life and the future, but not the surrounding environment.
Besides being less optimistic about the collectivity represented
in national polls, average Brazilians also have a low level of
satisfaction regarding their cities.

Compared to other BRICS countries, Brazil is in a lower
degree than Russia and India, which tended to fall in recent years,
but much higher than South Africa. China leads among the BRICS
and is the only country in the group that grew in a comparison
between the periods of 2006-2009 and 2010-2012.
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Europeans in general have higher levels of satisfaction with
their own cities than other countries, even with the decrease seen
in the years after the 2008 crisis. Latin American countries also
show high rates of satisfaction, with an emphasis on the significant
rise in Chile and Peru in the last few years.

The table below shows that only 3 countries among the 14
selected have grown in the periods of 2006-2009 and 2010-2012,
which means a general reduction of people’s satisfaction regarding
their cities of residence.

Table 2. People’s perception about the satisfaction with their
cities of residence - Are you satisfied with your city of residence?

rank rank rank rank var
2009 absolute relative 2010 absolute relative 201 absolute relative 2012 absolute relative 200600
2010-12
Brazil 76,33% 75| 0,65179,31% 69 | 0,57 |78,35% 83| 0,56 |73,25% 96 | 0,74 |-2,26%
Russia 80,07% 66 | 0,57 |76,24% 81| 0,66 |73,40% 103 | 0,7]76,70% 86 | 0,66 |-4,86%
India 83,93% 45| 0,39 182,28% 56 | 0,46 183,21% 65 | 0,44 76,42% 89| 0,68 |-7,60%

China 75,86% 77 | 0,67 |77,78% 78 | 0,64 179,29% 77 | 0,52 180,83% 69| 0,53 0,68%

South 54,75% 109 | 0,95 |58,66% 116 | 0,95 |62,86% 136 | 0,92 |5511% 127 | 0,98 |-11,08%
Africa

Portugal |89,34% 23| 0,2189,33% 27| 0,22 189,15% 32| 0,22 |88,66% 33| 025|-1,47%
Italy 83,07% 51| 0,44 (79,72% 67| 0,55 |77,82% 88| 0,59 176,51% 88| 0,68 |-3,16%
Ireland 92,77% 9| 0,08 90,76% 16| 0,13 193,89% 11| 0,07 [91,09% 25| 0,19 |-1,94%
Greece 81,92% 57| 05]81,23% 63 | 0,52 |74,96% 98 | 0,66 [80,51% 71| 0,55|-4,10%
Spain 91,95% 15| 0,13 |88,63% 29| 0,24 |88,34% 39| 0,26 |88,67% 32| 0,25]-3,63%

Chile 83,11% 50 | 0,43 81,76% 60 [ 0,49 [81,19% 72| 0,49 |83,30% 60 | 0,46 | 4,95%
Colombia |84,33% 43| 0,37 |182,40% 55| 0,45 183,95% 63| 0,43 ]85,56% 47| 0,36 ]-0,33%
Mexico 80,19% 65| 0,57 172,91% 89| 0,73 178,20% 85| 0,57 181,01% 68 | 0,52 -6,19%

Peru 73,94% 84| 0,73 |77,45% 79| 0,65 176,14% 93 | 0,63 75,12% 94| 0,72 | 4,52%
first 96,88% | Turkmenistan |95,10% | Luxembourg |97,72% | Turk i 95,62% | Turk i

last 41,53% | Senegal 44,51% | Sierra Leone 25,36% | Senegal 39,85% | Syria

total 115 122 148 130

number

Source: SAE/PR from Gallup World Poll data
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The relative disappointment of Brazilians with their cities
helps to explain, partially, the occurrence of a complex phenomenon
about social manifestations which happened in the country during
June 2013. Some of the main demands of these manifestations
were related to issues directly related to life in the cities, especially
in the larger ones. Among these issues are urban mobility and
access to quality public services, like education and health.

CROSSED PERCEPTIONS

So far, people’s perception about their own lives have been
discussed, as well as their cities of residence and the country as
a whole (collective), but what is the perception with regard to
external matters, related to other countries?

The Gallup World Poll research also shows cross-country people’s
perceptions. Here we will show Latin Americans’ assessments of
President Lula’s performance in Brazil and Venezuela’s leadership
and, from a sample of the global population, perceptions about
USA’s, China’s and European countries’ governments.

When asked about President Lula’s performance, most
Latin Americans indicated their approval. The percentage of
approval in South America, in 2010, was above 70% in 8 out of 9
researched countries; only Ecuador had a smaller value, 66.26%,
and the Uruguayan approval percentage was 88.59%. The variation
between 2008 and 2010 was also positive in 7 out of 9 South
American countries.

The evaluation of Central Americans is less positive. It is
possible that the result may be affected by lack of information. Only
38.51% of Honduran people have evaluated Lula’s performance
positively, while 76.16% of Haitians have done so, probably due
to Brazil’s activity in the United Nations Stabilization Mission in
Haiti.
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Table 3. Performance of President Lula, evaluated by other Latin

American countries

Do you approve or disapprove of the job performance of Luiz Ignacio Lula da Silva (president of Brazil)?

rank rank rank var

Yes 2008 absolute  relative 2009 absolute  relative 2010 absolute  relative 22?]%?;
Argentina 73,93% 8 0,44 | 76,28% 1 011 7857% 5 0,28 4,62%
Bolivia 74,84% 7 039 71,73% 3 033 7957% 4 0,22 8,58%
Chile 60,05% 14 0,78 | 64,77% 5 0,56 | 73,41% 7 039 17,62%
Colombia 78,52% 4 022 62,82% 6 0,67 | 80,39% 3 017 | 13,76%
Costa Rica 63,28% 11 0,61| 69,72% 4 0,44 | 68,28% 12 0,67 2,67%
Dominican 71,09% 1 0,61 #DIV/0!
Republic
Ecuador 66,70% 10 0,56 | 56,10% 8 0,89 | 66,26% 13 0,72 7,91%
El Salvador 54,42% 17 0,94 | 73,10% 2 022 72,78% 8 0,44 | 14,14%
Guatemala 60,05% 13 0,72 | 59,42% 7 0,78 | 63,64% 14 0,78 6,55%
Haiti 55,78% 15 0,83 . 76,16% 6 0,33 | 36,54%
Honduras 54,43% 16 0,89 | 39,64% 9 1| 3851% 18 1 -18,13%
Mexico . 62,15% 17 094 | #DIV/0!
Nicaragua 67,33% 9 0,5 62,61% 16 089 | -7,01%
Panama 63,00% 12 0,67 62,74% 15 0,83 -0,42%
Paraguay 79,20% 3 0,17 71,40% 10 0,56 -9,85%
Peru 82,39% 1 0,06 81,55% 2 0,11 -1,02%
Uruguay 81,49% 2 0,11 88,59% 1 0,06 8,71%
Venezuela 75,48% 6 0,33 71,84% 9 05| -482%
ﬁrst 82,39% | Peru 76,28% | Argentina 88,59% | Uruguay
last 23,88% | Trinidad and Tob 39,64% | Honduras 38,51% | Honduras
total number 18 9 18

Source: SAE/PR from Gallup World Poll micro data

The perceptions of the same group of countries related to
Venezuelan leadership (in this case, the variable was the country
itself and not their president) are less positive. Among 18 countries,
only Uruguay (67.61%) and the Dominican Republic (60.45%) had
rates higher than 60%. On the other hand, Peru (23.43%) and
Mexico (21.68%) made the worst evaluations. There is not a clear
tendency in the variation of people’s perceptions between 2006
and 2007; in any case, during the whole period of analysis, the

Venezuelan President was Hugo Chavez.
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Table 4. Approval or disapproval of Venezuelan leadership

Do you approve or disapprove of the job performance of Luiz Ignacio Lula da Silva (president of Brazil)?

rank rank rank rank

Yes 2006 2007 2008 2009
absolute relative absolute relative absolute relative absolute relative

Argentina |58,70% 4| 0,22 |52,98% 41 024 .. . .178,57% 5| 0,28 2541%
Bolivia 55,61% 5| 0,28 |51,09% 6| 0,35 |42,06% 7| 0,41179,57% 4| 0,22 |44,36%
Chile 42,73% 11| 0,61 )25,64% 16| 0,94 |33,81% 10| 0,59 |73,41% 71 0,39 |7589%
Colombia [33,19% 15| 0,83 136,58% 91| 0,53 16,36% 17 1180,39% 3| 0,17 |115,89%
CostaRica |30,21% 16 | 0,89 |21,56% 17 1127,04% 13| 0,76 |68,28% 12| 0,67 | 83,88%
Dominican |60,45% 3| 0,17 |44,81% 7| 0,41 |64,03% 2| 0,12 (71,09% 11| 0,61 2598%
Republic

Ecuador  |49,96% 8| 0,44 |59,58% 2| 0,12 |50,12% 5| 0,29 |66,26% 13| 0,72 |22,84%
El Salvador . . . 140,18% 6| 0,47 |33,69% 11| 0,6572,78% 8| 0,44 |48,55%
Guatemala [52,25% 7| 0,39 [26,72% 15| 0,88 |50,27% 4| 0,24 |63,64% 14| 0,78 |34,94%
Haiti 34,15% 131 0,72 . . . 180,23% 1| 0,06 |76,16% 6| 0,3333,16%
Honduras |53,73% 6| 0,33 33,64% 10 | 0,59 |36,04% 8| 0,47 (3851% 18 11-553%
Mexico 21,68% 18 1132,94% 11| 0,65 |24,98% 14| 0,82 162,15% 17 | 0,94 |134.22%
Nicaragua . . . 159.27% 3| 0,18 |55,79% 3| 0,18(62,61% 16| 0,89 | 8,82%
Panama 44,66% 10 | 0,56 |28,04% 14| 0,82 |24,56% 15| 0,88 162,74% 15| 0,83 193,50%
Paraguay . . . . . .171,40% 10 | 0,56 | #DIv/o!
Peru 23,43% 17 | 0,94 |28,26% 12| 0,71 |30,79% 12| 0,71 181,55% 2| 0,11 |196,61%
Uruguay |67,61% 2| 0,11 |51,84% 5 0,29 |44,99% 6| 0,3588,59% 1| 0,06 |61,63%
Venezuela . . . . . . .. . .171,84% 9| 05|#DIV/0!
first 83,11% | Jamaica 72,27% | Belarus 80,23% | Haiti 88,59% | Uruguay

last 21,68% | Mexico 21,56% | Costa Rica 16,36% | Colombia 38,51% | Honduras

:;Ztg':ber 18 17 17 18

Source: SAE/PR from Gallup World Poll micro data

From a more comprehensive sample, involving countries
from all continents, it can be concluded that the assessment of
USA leadership is less positive than Latin Americans’ in relation
to Lula and Venezuela, but it grows significantly in the 2006-
2010 period. This phenomenon may be associated with Barack
Obama’s election. There is a clear tendency for growth between the
George W. Bush (2001-2009) and Barack Obama (2009 to date)
administrations. However, this positive perception has not held
throughout the years and in 2012 there was a tendency for drop.
However, in general, levels were higher than 2006 and 2008. The
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most critical countries in terms of North American leadership are
Cyprus, Syria, Serbia and Pakistan, and the countries with the
highest rates of approval are Cambodia, Burkina Faso and Albania.

Table 5. Approval or disapproval of North American leadership

Do you approve or disapprove of the job performance of the leardership of the Unites States?

rank rank rank rank

Yes 2006 2008 2010 2012
absolute relative absolute relative absolute relative absolute relative
Brazil 28,02% 91| 0,78 |34,86% 74| 0,66 |68,85% 63 | 0,55 54,41% 85| 0,7196,03%
Russia 22,38% 99 | 0,85]19,22% 94 | 0,84 |43,64% 99 | 0,86 |23,12% 118 | 0,97 |60,48%
India 56,47% 41| 0,35(71,28% 32| 0,29 |70,99% 56 | 0,49 |57,87% 76| 0,62 | 0,87%
South . . . 188,40% 7 | 0,06 |92,18% 9| 0,08 183,82% 14| 0,11 -045%
Africa

Portugal 29,96% 83| 0,72 116,54% 97 | 0,87 |88,75% 15| 0,13 |75,12% 34| 0,28 |1252,41%

Italy 3511% 71| 0,61134,22% 75| 0,67 |83,27% 22| 0,19 |74,31% 35| 0,29 |127,30%
Ireland 39,27% 64| 0,55]20,62% 91| 0,8183,25% 23| 02]76,70% 28 | 0,23 ]167,10%
Greece 11,17% 1121 097 . . . 136,22% 103 | 09 30,72% 112 | 0,92 |199.72%
Spain 15,39% 105 | 091 (12,28% 107 | 0,96 |72,86% 48 | 0,42 53,26% 86| 0,7 |35584%
Chile 29,85% 85| 0,73 140,55% 66 | 0,59 |78,75% 33| 0,29 |64,10% 64 | 0,52 |102,90%

Colombia [50,47% 47 | 0,41 169,93% 35| 0,31]75,53% 44| 0,38 167,81% 55| 0,45119,05%
Mexico 33,49% 75| 0,6538,13% 68| 0,61[56,65% 88 | 0,77 |57,25% 79 | 0,65 5904%

Peru 44,24% 58 0,5 |52,62% 55| 0,49 |70,92% 58 0,5 |56,83% 80 | 0,66 |31,88%
ﬁyst 96,05% | Cambodia 92,97% | Cambodia 96,44% | Burkina Faso  |92,43% | Albania

last 8,11% | Cyprus 5,66% | Syria 15,40% | Serbia 12,82% | Pakistan

total 116 112 115 122

number

Avg Above 32,98% 41,55% 7091% 59,64%

Avg All 46,25% 50,80% 68,13% 61,70%

Source: SAE/PR from Gallup World Poll micro data

The evaluation of European Union leadership shows a positive
peak of different proportions among non-European countries,
in 2010, compared to 2009, and a fall to lower levels than 2008, in
2012. For European residents, the fall seen in 2010 was possibly
caused by 2008 financial crisis and is strongly emphasized in 2012.
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Pakistan and Egypt were the countries most critical of European
leadership, having approval rates lower than 20%.

Table 6. Approval or disapproval of European leadership

Do you approve or disapprove of the job performance of Luiz Ignacio Lula da Silva (president of Brazil)?

rank rank rank var
Yes 2008 pI[0] 2012 Y

absolute relative absolute  relative absolute relative 22000160 (_)192)(
Brazil 47,53% 96 086 | 63,11% 61 0,58 | 43,83% 97 08| 12,49%
Russia 54,72% 88 0,79 60,23% 72 0,68 38,02% 103 0,84 -10,22%
India 35,96% 106 0,95 43,45% 96 091 3429% 115 0,94 8,09%
South Africa 78,61% 33 029 | 80,35% 12 0,11| 66,78% 35 029 -642%
Portugal 78,31% 35 031 7445% 28 0,26 | 48,38% 85 07| -20,98%
Italy 69,11% 56 05| 71,99% 40 0,38 52,97% 70 0,57 -9,59%
Ireland 82,70% 19 0,17 | 67,56% 51 0,48 | 50,49% 79 0,65 | -29,58%
Greece . . .| 3874% 101 095| 21,86% 121 0,99
Spain 83,18% 18 0,16 | 67,78% 50 0,47 | 51,45% 76 0,62 | -2833%
Chile 62,26% 76 0,68 | 77,09% 19 0,18 | 44,88% 96 0,79 | -2,04%
Colombia 7817% 36 032 | 80,19% 13 012 | 54,34% 63 0,52 | -13,95%
Mexico 66,45% 64 057 | 68,29% 48 0,45 | 47,44% 91 0,75 -12,93%
Peru 68,16% 60 0,54 | 75,40% 24 0,23 | 52,20% 72 059 | -641%
first 90,57% | Botswana 90,58% | Mongolia 88,53% | Albania
last 18,38% | Pakistan 18,44% | Pakistan 13,58% | Egypt
total number 112 106 122
Avg Above 67,10% 66,82% 46,69%
Avg All 66,77% 65,79% 56,69%

Source: SAE/PR from Gallup World Poll micro data

Perceptions on Chinese leadership do not have a defined
tendency during the years analyzed. Among the BRICS, there
is a fall with a high range of variation in India, South Africa and
Russia, and a small increase in Brazilian perception. Compared to
other evaluations, it is possible to notice that the critics of Chinese
leadership are more radicals, as shown by the fact that less than 10%
of Slovaks and Austrians have rated Chinese leadership positively.
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Table 7. Cross Perception - approval or disapproval of Chinese

leadership

Do you approve or disapprove of the job performance of the leardership of the Unites States?

rank rank rank rank var

Yes 2006 absolute relative 2008 absolute relative 2010 absolute relative absolute relative 22(2)01%(_]19;
Brazil 44,32% 79| 0,71 43,51% 81| 0,76 |41,18% 78 | 0,72 148,41% 69| 056 2,01%
Russia 56,73% 59| 0,53 |64,37% 53| 0,5]60,40% 43| 0,39 |53,40% 59| 0,48 |-6,03%
India 37,46% 93 | 0,83 50,94% 73| 0,68 |40,66% 79| 0,72 |139,02% 85| 0,69 |-9,86%
South . 157,49% 62 | 0,58 |47,78% 72 | 0,66 |52,55% 62| 0,5]-1274%
Africa
Portugal 32,90% 99 | 0,88 |26,45% 89| 0,83 23,66% 99| 0,9128,97% 105 | 0,85]-11,33%
Iealy 26,38% 102 | 091] 917% 104 | 0,97 |11,95% 109 1119,49% 114 0,93 |-11,56%
Ireland 42,98% 82| 0,73 118,13% 98 | 0,92 |33,43% 87| 0,8]40,33% 82| 0,67 | 20,70%
Greece 55,99% 63| 0,56 . |47,42% 74| 0,68 |43,39% 76 | 0,62 |-1890%
Spain 26,34% 103 | 0,92 |13,25% 103 | 0,96 [29,62% 92 | 0,84122,42% 110 | 0,89 | 31.46%
Chile 56,46% 60 | 0,54 |48,83% 74| 0,69 |49,35% 67| 0,6140,83% 81| 0,66 |-1436%
Colombia |55,72% 64| 0,57 167,43% 46 | 0,43 |56,73% 54| 0,5]49,39% 66 | 0,54 |-1383%
Mexico 46,76% 74| 0,66 . . .161,64% 40 | 0,37 |46,67% 71| 0,58 | 1582%
Peru 67,97% 36 | 0,32 |68,83% 43| 04 167,61% 26| 0,24 |54,80% 58| 0,47 |-10,52%
first 88,10% | Senegal 89,70% | Sri Lanka 92,68% | Mali 94,70% | Mali
last 4,65% | Slovakia 6,49% | Austria 11,95% | Italy 7,74% | Austria
;‘Ltfrfber 112 107 109 123
Avg Above 45,83% 42,58% 43,96% 41,51%
Avg All 55,74% 56,67% 52,95% 51,35%

Source: SAE/PR from Gallup World Poll micro data
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SOME MAIN CHALLENGES FOR GLOBAL GOVERNANCE IN A G-0
WORLD

ith regard to the issue of global governance at
least three approaches are possible. Firstly, global
governance is related with the classic tension between
order and anarchy, which in its most extreme version refers to

*  Director of the Master on International Trade Relations — UNTREF and Director of the Institute of
International Trade — ICBC Foundation ( <www.felixpena.com.ar>).
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the alternation between peace and war in the relations among
nations (Aron, 1962). This is a tension that has had in the long
history epicenters mainly of a regional scope. In those epicenters
the connectivity and, the physical proximity between sovereign
political units have intensified the tension originated from the
perception of opposed values and interests, which many times
have led to conflict and eventually armed confrontation among
neighbors. Since World War II, especially due to the collapse
of physical distances resulting from technological changes in
communications and transport, chain reactions caused by regional
conflicts have often enlarged their geographical scope. So in this
first approach, global governance is related with the existence
of institutions and rules that, due to their effectiveness and
legitimacy, ensure the prevalence of an international order that
neutralizes the tendencies towards the use of force among nations
at the regional or interregional level.

Various other approaches to global governance are indeed
possible. One of them refers to unequal effects resulting from
the organization of production in transnational value chains.
On the one hand, the global transnational productive networks
contribute to accelerate the transmission of the impact of economic
and financial crisis between nations, even distant ones, such as
has been evident after the recent 2008 crisis. It has visible effects
still present in many countries, yet calling for certain reserve in
the diagnosis of its defeat. But on the other hand, precisely due
to the connectivity and chain effects that they generate between
the different economic systems at a trans-national scale, the
proliferation of such productive networks increases the interest of
nations in avoiding a worsening of the crisis through the policies
applied to defend themselves. This is almost the opposite of what
happened during the Great Depression of the 30’s. The ease of
contagion generates a collective interest in answers that preserve
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global order and governance in the face of any trend towards a
“run for your life” attitude. At the same time it promotes favorable
reflexes toward the idea of an effective international economic
order and of global governance.

A third approach -the one that we are going to focus on-, is
related with the capacity of the international system to articulate
solutions forrelevantissues of the global economicagenda that, due
to their scope, can only be tackled effectively by some agreement
among all nations. This means that it is not possible for them to
be tackled successfully only by one nation or a limited group of
nations. Those issues are the result of the globalization of the
economic activities. Among others, we can mention those related
with climate-change, the trade and currency “wars”, the global
regulation of the financial markets and the creation of conditions
favorable for the development of all nations. It is precisely in view
of this reality of globalization of the world economy that systemic
deficiencies may be observed.

In fact, the shifts in world power during the last decades
(Zakaria 2008) have gradually eroded the ability of the
international institutions related as a result of WW II to generate
effective responses to the most relevant economic issues of the
global agenda. It is not an easy task now to adapt them to
the new geography of world power. And those then originated
in the financial domain as informal mechanisms between the most
developed nations such as the G7, have shown their inadequacies
when the 2008 crisis and its economic implications became evident.
They led to resorting to the G20 which, however, has been unable to
pass the test of sustainable efficiency and international legitimacy.
Thus, at the global level, it has become difficult to gather around a
single negotiating table the sufficient critical mass of power that is
required for decisions to effectively impact reality. In the presence
of relevant issues of the global agenda that demands effective and
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legitimate decisions, the fundamental question remains; which
nations should be summoned and which nations understand that
they should be summoned? The answer will not always be the same
to both questions. Traditionally it has been force more than reason
that has set the rules for sustainable order in the relations between
autonomous units of power at the international level. At least
these are the teachings of the long history of mankind. This is the
reason why what is currently happening in international relations
— the idea of achieving order without war - is such a novelty, both
at the global level and in some of the regional spaces that have had
a greater tradition of violent conflicts and wars.

The scattering of world power in multiple relevant centers is
complicating the task of redesigning the institutions of a new global
architecture. The existing ones were born at a time when it was
clear who held most power, which was enough to be acknowledged
as the maker of rules at world level. As many times before, the
answer emerged from war. This accounts for agreements such as
Breton Woods. It also explains why it can be an illusion to pretend
to reproduce a similar scenario now, a kind of “another Breton
Woods” demanded by some economists. The failed attempts,
between 1918 and 1939, to create international institutions that
made the world governable, remind us how difficult it is to achieve
viable agreements in a multipolar and heterogeneous context
without a previous enforced definition of which countries can
effectively guarantee international order.

The problem is then at the level of power relations between
nations. For a time at least it will not be an easy task to add up the
necessary concentration of power in order to adapt the institutions
that make global economic governance possible. Not only has the
international system become globalized but it tends to be a kind of
“multiplex world” (Acharya 2013). Several other factors also help

turn it heterogeneous in terms of values, memories, perceptions
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and visions. This means that it is potentially more ungovernable.
From there the growing importance of mechanisms that enable
to summon a sufficient critical mass of power to make possible
a process of creation of new international rules, the revision of
the existing international institutions (such as the UN and world
financial institutions) or to insure their proper functioning (such
as the WTO). It could be facilitated by the agreements that may
be achieved in those formal or informal ambits of regional scope,
such as the EU, or trans-regional such as BRICS. In certain way
they all represent diverse modalities of coalitions of nations that,
at the same time, reflect different international subsystems.
These are coalitions of a variable geometry adapted to the main
issues of the regional, trans-regional or global agenda that lead
to its formation. They can even be coalitions with superposed
memberships. A country may be a member of different coalitions
at the same time, depending on its relative relevance in different
international subsystems. The joint work of the coalitions of
nations towards common goals has been frequent in the history
of international relations. Often they are of informal groups
without institutionalization. Other times they result in formal
agreements that originate international agencies. Additionally,
their other objectives reflect the interests of a group of nations
in international trade negotiations, for example within the
framework of the WTO or to have an impact in the definition
of new international institutions, or the transformation of the
existing ones. The latter could be precisely the case of BRICS.

In historical terms, what is currently happening poses an
unprecedented challenge. It consists of an attempt, through
dialogue and negotiations between nations with varying degrees
of power and a diversity of interests, to find an agreement on
the mechanisms, rules and conditions that will enable them to
achieve reasonable levels of regional and global governance. It
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implies favoring the method of a gradual transformation or
metamorphosis (Morin 2010) that comes as a result of the main
changes that are taking place at the multiple levels of the political,
economical, socialand culturallife of nations.Itisan unprecedented
challenge precisely because the experience of the last centuries
has shown that the shifts in world power, such as the ones that
can be seen today at a global scale, have encouraged a tendency
towards anarchy and not necessarily towards a sustainable order.
Therefore, the violent confrontations and innovative modalities of
wars, which have sometimes lasted some years, have determined
in the past the transition towards new periods of world order in
which those with superiority of power prevailed (Goldstein 1988).

Today each nation appears to be on its own (Bremmer 2012).
This is a blunt way of describing the criteria that seems to prevail in
the new international economic reality especially in the transition
from a collapsing world order to one that may still take a long time
to emerge and to consolidate. Quite soundly Bremmer points out
right from the title of his last book this characteristic of a world in
which each nation must find its own way of navigating it so as not
to become a loser. Because, as also hinted by the title of the book,
there is no doubt that there will be winners and losers at the end of
the road. This is something that history has taught us well enough.

According to Bremmer the main reason for such a diagnosis
is that in today’s world no nation would be capable, or even willing
for that matter, to exercise individually a collective leadership
such as some nations did in the past. This is the case of the US, a
country that has not ceased to be a great power, indeed the main
military power, and will probably continue to be so for a while.
However, it is very likely that a heavily indebted Washington
will have, for many years to come, an agenda dominated by local
economic issues with the inevitable social consequences, many of
them with clear implications in values and political behavior as has

298



FUTURE GLOBAL AND REGIONAL GOVERNANCE: A VIEW FROM THE DEEP SOUTH

been evident in the recent paralysis of the US government. The
same situation applies to Germany, France, the United Kingdom
and other countries of the EU. Everything indicates that in the
next years their energies will be focused on preventing the collapse
of a construction that is showing evident signs of weakness.
Additionally, it has become vulnerable to the effects of disturbing
trends towards the radicalization of the domestic political front
of some countries, which seem to be affected by an end of their
illusions. The case of Greece illustrates this point. However, it might
not be the only one and not even the most difficult to handle. At
the same time, as indicated by Bremmer, it is also possible that the
great re-emerging nations such as China and India will be focused
for a long time on consolidating their modernization processes,
which sometimes show signs of economic, social and political
weakness. It is unlikely that in the short or even medium term
these nations will have any interest in wasting energies in their
trans-regional fronts if there is no pressing need for it. Unless,
as has happened before in history, their leaderships eventually
yield to the temptation of seeking external factors that help them
preserve the necessary national cohesion.

Precisely, the notion of a polycentric and interconnected
world is one of the main ideas of an in-depth report published
by the EU Institute for Security Studies (de Vasconcelos 2012).
This report analyzes in particular three main trends that are
currently emerging and that would contribute to shape the global
system towards 2030. These are: the empowerment of citizens,
which contributes to the sense of belonging to a unique human
community; a greater tension in relation to the objective of
sustainable development; and the emergence of polycentrism
characterized by shifts in power from the national states to
individuals and different types of transnational networks and
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by growing governance gaps, in the measure that international
institutions fail to answer appropriately to global public demands.

[t is possible to imagine that the effectiveness and legitimacy
of the decisions that result from an ambit such as the G20 would
be enhanced if some of the nations that form part of it could
speak in the name of their own regions. This seems not to be the
case today, not even the EU in spite of the steps taken regarding
its foreign policy with the enforcement of the Treaty of Lisbon.
It even has serious difficulties to preserve its capacity to devise
collective answers to the economic and financial problems being
faced by some of its members. In the case of South America, even if
Argentina and Brazil are members of the G20, it would be difficult
to consider that they always reflect the point of view of their region
in such ambit.

RELEVANT FACTORS THAT ARE EMERGING IN NEW INTERNATIONAL
REALITIES

Wehaveenteredaperiod of transition towards a differentworld
that will be characterized by continuous dialectic tensions between
the forces that drive towards convergence and, simultaneously,
those that lead to fragmentation. It is still not possible to forecast
which forces will prevail in each of the regions of the world. For a
long time this will be a world full of uncertainties. It is necessary
to keep in mind that those tensions will not exclude certain forms
of violence, even innovative ones given the technological advances
enacted by very different protagonists and not necessarily by
states.

More connectivity and diversity, more difficulties in providing
public goods that guarantee regional and global governance
guidelines, more prominence of non-state actors — middle class
citizens and urban consumers; social and production transnational
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networks — will be some of the other factors that will condition
global economic competition in the future and, as a consequence,
the international trade of goods and services.

Moreover, it will be a competition marked by the rising of a
third industrial revolution (Marsh 2012). It will have an impact
on new modalities of value chains of transnational scope. These
could result from multiple impacts of all kinds of technological
innovations in the development of novel forms of orchestration
of productive chains that will seek to satisfy a growing demand
for personalized products and services - combining resources,
technologies, creativity and highly qualified labor - coming
especially from the urban middle-class consumers.

Within the newly emerging international context the
quality of the strategy for the insertion in the global economic
competition of each nation and its firms will become increasingly
important. This includes not only the right policies, instruments
and roadmaps to navigate the world of the future, but also the
density of connectivity with other nations and of the coalitions
and alliances they build. The quality of the domestic front is a key
variable if the aim is to stay on the winning side in the world of the
future.

Some other relevant factors are surfacing in the new
international reality. They could have a strong impact in the future
development of global and regional international relations. We
are referring to the issue of the empowerment of citizens and
consumers and, more specifically, of the emerging urban middle
classes. From the 8 billion people that will probably inhabit the
world in 2030 about 4.9 billion will be middle class in terms of
economic income. By 2030, 74% of China’s consumers will be
middle class and by 2040, 90% of Indian consumers will be middle
class as well. Two-thirds of Brazilians will be considered to be
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middle class by 2030 (Neri 2012). Moreover, they will be middle
class consumers and citizens that will live in cities and, in many
cases, big cities of over one million inhabitants. They will be
increasingly more educated, informed and interconnected, even
at a global scale and well aware of the power that they hold. It
is logical to imagine that they will attempt to use it. With their
actions and demands they will sometimes surpass the deeds of
governments. In some cases, they could become disoriented and
“outraged” at the same time (Hessel 2011). This is why it can be
considered that we are entering a stage of international relations in
which, increasingly, the US could lose their role at least as the main
actors. South America as a region is no stranger to these trends.
According to UN data by 2030 the region will have about fifty cities
with more than one million inhabitants and several cities with
more than ten million citizens and consumers with expectations
and consumption patterns characteristic of the middle class.

INTERNATIONAL TRADE NEGOTIATIONS AND ITS IMPACT IN GLOBAL
GOVERNANCE

If concluded successfully and this is not always the case,
international trade negotiations among a group of nations that,
due to their economic dimension, are relevant players in world
trade, could have a strong impact on the design of a new global
economic order and, obviously in the map of international trade.
This is a reason why they need to be followed closely by nations
and firms with active participation in world markets, even while
not directly involved in a concrete negotiation. That is so because
it is a known fact that the design of the rules of the global trade
of tomorrow could have an influence on the future definition of
winners and losers, with all the political implications this entails
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when nations compete for their presence in those markets that are
the most attractive.

The above considerations become ever more relevant due
to two concurrent facts: on the one hand, the stagnation that
today dominates multilateral trade negotiations within the WTO
and, on the other hand, the size of the economies involved in the
current negotiations of preferential mega-trade agreements, such
as the Trans-Pacific Partnership and the Transatlantic Trade and
Investment Partnership, or agreements that are being promoted
at the Asia-Pacific region, such as the Regional Comprehensive
Economic Partnership, and by the EU itself, especially with India,
Canada and Japan. Both facts evoke conflicting diagnoses. In some
cases these focus on the need to preserve the WTO multilateral
trading system. In others, they lead to propose a new organization
with participation limited to a restricted group of nations (Baldwin
2012).

On the side of the WTO, until now there are no promising
prospects with regards to the results expected from the next Bali
Ministerial Conference, either in its three priority issues (trade
facilitation, agriculture and issues related to developing and least
developed countries) or in relation of a “post-Bali agenda”. This
issue is related to the credibility of the multilateral trading system
and can be linked with the risks of a rising protectionism that
could result from pessimistic perceptions about the evolution of
the world economy.

On the side of the mega-trade agreements currently under
negotiation, what is important to note is the fact that expanding
the number of members (for example Japan and Korea) and the
diversity of situations and interests at stake may nevertheless
accentuate the doubts regarding they could be concluded soon.
The other front where negotiation of a preferential mega-trade
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agreement is expected to conclude soon is that of the EU and India.
However, difficulties persisted in some sectors that are precisely the
most sensitive in the majority of the trade agreements currently
under negotiation, especially those related with the automotive,
agricultural, intellectual property and government procurement
chapters.

Understanding the evolution of the various fronts of
international trade negotiations implies, moreover, to be able
to interpret the major trends that are affecting the definition of
the new map of global power and even of the different regions.
Some authors has referred to the fact that these negotiations of
preferential mega-trade agreements highlight the fact that power
politics has come back to influence the strategies of the major
players in world trade (Laidi 2012). Even if this was always the case
there has been a tendency to consider that economic factors were
what really mattered, sometimes nuanced in certain analysis by
the influence that the political factors could have on them. But it
was only a nuance, given that the political was not viewed by many
analysts as the central aspect.

If we attempt to diagnose the uncertain evolution of the
current international scenario in the perspective of the future of
global trade and the main fronts of multilateral and preferential
trade negotiations, three factors seem relevant. The first is the
diversity of actors. Today there are many nations with capacity
to have a significant impact at the international level. Some
of them - China and India - have centuries of accumulated
experiences. Understanding the multiple options they have in their
international strategies and, in particular, the cultural differences
and perceptions of their interests and values is now something of
increasing importance. A second factor is the strong dynamics
of change. Being able to grasp in a timely manner those events
loaded with future implications and the major trends within the
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international arena is something necessary, difficult and relevant
for each nation and their businesses. The third factor is complexity.
It implies the need to understand the main differences and to
resist tendencies to simplify reality. The least advisable in order
to understand the world of today would be to pretend that what is
happening, is something similar to what were realities when GATT
or even the WTO were created.

THREE CONDITIONS REQUIRED FOR THE CONSTRUCTION
OF GLOBAL AND REGIONAL GOVERNANCE: THE CASES OF
MERCOSUR AND OF THE EU-MERCOSUR NEGOTIATIONS

Three conditions are required in order to move forward in
the concerted construction of reasonable governance, at both the
global and regional levels. These would also apply if the aim
is to build inter-regional spaces such as the ones that could
result from the Mercosur-EU negotiations, in the measure that
they effectively aspire to become something more than just an
attempt at improving trade and investments (Pefia 2013). These
conditions are a firm political will aimed at achieving ambitious
goals at the global or regional level; a strategic idea that is feasible
and adapted to the interests of all the participating nations, and
technical creativity in the definition of the methods to be used

for its attainment.

As for the political will, it is a crucial condition in the measure
that it originates at the highest political level of each of the
protagonists but, as the case of Mercosur demonstrates, it would
seem not to suffice if it were limited to just a foundational moment.
On the contrary, to be effective it should become sustainable in
time as a political drive that flows steadily into the negotiating
table where the actual common decisions are made.
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Concerning the second condition, a strategic idea driving
the political thrust should be feasible. This implies that it needs
to be based on concrete interests of the different nations, on the
reality of their relative power and, most particularly, on a correct
assessment of the international context where the initiative is
inserted, including its continuous adaptation to the changes that
are taking place, sometimes at a very fast pace. For a long time,
this was accomplished in Europe on the basis of a vision molded by
the idea inspired by Monnet and nurtured by the political will of
Schumann and Adenauer, among others. It does not appear to be
the case in more recent years.

And the third condition is a good dose of technical
creativity. This implies not to follow previous models or textbook
recommendations. On the contrary, it is about the creation of
mechanisms and instruments adapted to the objectives and to the
reality of the protagonists, and to the conditions that might result
from global and regional commitments previously assumed by
them. Both in the case of the future construction of Mercosur as
of the Mercosur-EU bi-regional partnership, said creativity should
additionally take advantage of flexibilities that result from the
ambiguous rules of WTO and of GATT’s article XXIV-8.

In the South American geographic space, if fulfilled and
combined together, the three mentioned above conditions would
imply a most necessary qualitative leap both in Mercosur’s and
UNASUR experiences, and in the future development of a bi-
regional partnership with the EU that could be extended then
to similar preferential trade agreements with other nations and
regions. If this were the case, those processes would contribute
towards the construction of global and inter-regional governance.
But in both cases it seems necessary that they could retrieve its
symbolic power as a political and strategic project. However,
even more fundamental still will be that the citizens of the
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member countries can see a clear link between their legitimate
expectations for democracy, employment and social progress and
the commitments assumed and in their effective implementation.
This is not happening yet today and could be the origin of the
evident signs of dissatisfaction that can be seen regarding their
results and their future perspectives.

IS IT POSSIBLE TO HAVE AN OPTIMISTIC VIEW ABOUT THE INCREASING
VALUE OF SOUTH AMERICA?

Latin America is a region of increasing value in the perspective
of relevant players of world economic competition. It becomes
more evident in the case of re-emerging economies such as China
and India. It is reflected by trade flows and direct investments. This
fact does not go unnoticed by the US or the countries of the EU.

Such valuation is even more notorious in the case of South
America. Is it possible to argue, as Marco Aurelio Garcia did, that
it is becoming “the world’s most relevant region in terms of food
production... additionally we have enormous mineral reserves of
the conventional type, such as iron, and of the new generation
kind, such as lithium. We also have both due to the size of the
population and the social inclusion policies being implemented in
our countries... the reality of a considerable internal market. We are
almost 400 million South Americans and have become a main point
of attraction. We have abundant water resources and biodiversity”.
He completed his idea pointing out that: “additionally, we possess
characteristics that are essential to guarantee the quality of life. It
is a region with certain cultural and linguistic homogeneity, which
prevents us from being overburdened by the task of having to deal
with several languages or a diversity of cultures. Moreover, it is a
peaceful region. It is probably the only region in the world where
there are no nuclear weapons... and if any conflict regarding border
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issues should arise, they can be easily resolved through diplomatic
means. Moreover... it is a region of democratic governments,
voted in free elections and under international scrutiny” (Garcia
2011 - the translation is ours).

A view such as this expresses some convincing arguments that
allow having an optimistic view on the role of the region in the
global economic competition of the future. These may explain
the fact thatin many cases, governments, businessmen and citizens
are becoming increasingly assertive, pragmatic and optimistic.

Of course, the huge challenges that the countries of the region
will need to overcome in the next years should not be overlooked.
It is a known fact that in a world of constant systemic change any
optimistic view could prove risky. In the case of South America,
given the image that has long prevailed in more developed
countries, especially in Europe and in the US, it has often been
safer to predict negative scenarios. Today, however, there are some
factors that lead to propose a more positive forecast with regards
to the value of the region. To begin with the shortcomings that
may still be observed, it would be relevant to refer to the inventory
of reasons that have for long fueled the skepticism on the region.
The following are some factors that could eventually justify a
continued pessimistic view regarding its future: the subsistence
of poverty in large social sectors and, in particular, of great social
inequalities; the low institutional quality reflected by a weak
ability to ensure the articulation of contradicting social interests
and the predominance of the rule of law in social life; the political
instability as an endemic condition often leading to schemes that
are not sustainable for efficiently dealing with the most serious
economic and social problems; the insufficient number of firms
with the capacity to compete in international markets, which is
the result of a low level of innovation and investment in science
and technology. These factors, among others, have had prevalence
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in the analysis of the future of the region, leading to pessimistic
conclusions even when they are assessed together with other
factors of a more positive nature, such as the abundance of valuable
natural resources.

Before mentioning the circumstances that would lead to a
more optimistic view, we should remember that these not always
surface with similar characteristics and the same intensity in every
country of the region. South America is a vast and diversified
territory. There can be no analysis of the realities and perceptions
without acknowledging the differences, at times very deep, that
exist between the countries. Therefore the factors that would
account for a more optimistic forecast of the future of the region are
not necessarily valid for every one of them. However, they
are more visible today in certain countries that have become key
ones due to their size and economic relevance, and that have thus
a strong potential to generate a spillover effect of their eventual
success to the rest of the region.

Even when other cases could be mentioned, one of these
countries is Brazil; the deep changes that took place in the last two
decades are transforming the largest country of South America in
what may be a driving force of a more positive future for the rest
of the region. Certainly, this does not imply that Brazil by itself
can lead the rest of the region to different levels of economic and
political development. On the contrary, the construction of a
regional space functional to a scenario of peace, political stability
and sustainable social and economic development will require an
active cooperation between several nations, and even of those
outside the region but with strong interests in it.

Having made this point clear, it is then possible to mention at
least three reasons that would allow having a cautiously optimistic
view of the future of South America.
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The first of these reasons refers to those aspects in which the
learning process of the last decades becomes more evident. Firstly,
the growing number of social and political leaders representing a
wide ideological spectrum, and of vast sectors of the public opinion
in different nations who recognize the importance of fiscal discipline
and macroeconomic stability to guarantee development goals within
a democratic and open society framework. The second one refers to
the recognition of the importance of institutional quality to move
forward in the areas of productive transformation, social cohesion
and competitive insertion in world economy. Thirdly, the clear
perception that in the current international system nobody will
take up the problems of another nation — unless these affect them
directly or indirectly — and that the destiny of any country - big or
small - will need to be worked out at a national level with an active
participation of all the society. The need to reach the articulation of
the different social interests and to achieve collective disciplines as
a result of strong institutions; a home-grown strategy for economic
development; and a competitive insertion in world economy are
three lessons that several countries of the region and their public
opinions are drawing from their experiences of the last decades.
These have a strong impact on social attitudes and public policies.

A second reason to be optimistic is the existence of clear
signs of a cultural change with regards to what the region may
achieve in the future. These signs are related with the great value
being assigned to the definition of long term objectives and to the
development of pragmatic strategies to achieve them. This entails
having a clear idea of where a country is headed to in terms of its
development and its international insertion, what it can effectively
achieve and, most particularly, which steps would be necessary to
move forward along the chosen path. It is possibly in this aspect
where the greatest differences between the countries of the region
can be found. Deeply rooted structural issues, yet unresolved,
including those related with the active participation of all social
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actors in the development of the nation, can sometimes explain
these differences. In some cases the countries are still on their way
towards achieving greater social inclusion. These can account for a
certain propensity towards political instability and even towards
economic and social policies of a more radical nature. In such cases
future perspectives are more questionable and uncertain.

The third reason is related with the impact of deep changes
that are taking place in the global scenario. As a result the
countries of the region now have multiple options in terms of
external markets and sources of investment and technology. As
a consequence diversification in their international relations has
expanded. They perceive that they have a significant value for what
might be their contribution to face some of the critical problems
of the global agenda. Energy, food security and climate change
are some of the issues about which the countries of the region,
especially acting together, have something to say.

Finally, if the most optimistic forecasts regarding the region
were to be confirmed in the coming years, taking full advantage
of this would require moving forward in a dynamic articulation of
the national interests of its countries. This could only be feasible
through collective leadership. On this regard, the strategic alliance
of Argentina with Brazil and Mercosur itself constitute the hard-
core of the construction of a South American geographic space, in
which UNASUR will be called upon to play also an essential role.
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he purpose of this paper is to develop a preliminary and
tentative discussion on what some consider the “new”
position of Colombia in the International System, taking
into account the external policy carried out by President Juan
Manuel Santos (2010-2013) and his staff. The main objectives will
thus be, on the one hand, to interpret “how Colombia has seen
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itself” in the international scene, considering the internal and
external or the “intermestic” context, and on the other to recover
or try to reconstruct the current image and the “Colombian
positions” in force vis-a-vis the structures of the International
System and some regional subsystems or arrangements, having
in mind the potential or actual changes (pressures) that elicited
greater interest in the media and in the political arenas.

Since this is only an approximation, the intention is not to
start from an empiric exercise in order to determine which is the
vision of the leaders and their perceptions (internal-external) and
its causal connections with the formulation of domestic and foreign
policies. Rather, awindow of opportunity is opened to question the
coherence between internal and external policy of the government
in power and the appropriateness of some positions taken by the
government in view of existing dynamics in the International
System. What precedes does not mean ignoring the previous work
of the author, who had recourse to some analytical categories from
Constructivism and Neoclassic realism (theory-driven) in order to
contribute to the clarification of the continuities or discontinuities
in Colombian foreign policy, mainly between the administrations
of Alvaro Uribe (2002-2010) and J.M. Santos.

COLOMBIA’S CHANGING IMAGE AND ITS EXTERNAL POLICY

Quite a few presidential speeches and declarations bring up
the idea that Colombia experiences, in its internal dimension, a
very different context (economic, political, military and social)
from the one that characterized the State in the 1990’s and the
mid-2000’s. The latter period was evoked as a time of turbulence
in which the country was often identified (within and without)
as being in disarray, both institutionally (regarding its main
rules and the inability of enforcing them) and territorially (zones
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with weak presence or total absence of State organizations) due
to phenomena such as chronic insurgency, escalation in para-
militarism and extremely high bureaucratic corruption, all of the
above affected by a wider problem: drug trafficking.

In the perception of the Colombian government and in that
of the United States Colombia was about to become a “failed
State”, and the strongest boost to this discourse came from the
outside, from the way in which American decision makers adopted
an attitude of active assistance in the “international war against
drugs” consolidated in the 1990’s in order to support countries
deemed to be in greater risk of collapsing because of their
penetration (Tokatlian, 2008: 82). Despite such “good intentions”,
behind instruments such as “certification” (so often endured
and so incomprehensible for the Samper Pizano government —
1994-98) and commercial preferences in exchange of results in
the eradication of illicit plantations, captures, extraditions and
confiscations (ATPA or Law of Andean Preferences in 1992
and updated as ATPDEA or Law of Andean Preferences and Drug
Eradication in 2002), there was a predominance of an extremely
asymmetrical logic of dependence that was finally reflected on a
timid and “parochial”, focused-within-itself Colombian foreign
policy especially during the successive administrations of Andrés
Pastrana and Alvaro Uribe (his eight years).

Previously, the ironclad requirements demanded by the
American Congress from Colombia or any other country that
desired to enjoy commercial preferences or eventually join NAFTA
(North American Free Trade Area) were already visible in ATPA:
among others, not to support Communism; not to expropriate
or nationalize the property of American citizens in the candidate
country; to protect the intellectual property rights of American
citizens and companies to avoid imposing tributes that result in
losses for interests of the United States; to respect international
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arbitration decisions when American interests are involved; not to
have signed extradition treaties of American citizens; to eliminate
or modify preferential treatment granted to third “developed”
countries if they affect American interests; and to protect labor
rights in accordance with international standards (Maldonado,
198-201). Several among these conditions which denote verticality
and non-reciprocity were kept both in APTDEA and in the Free
Trade Treaties (TLC) (MEF, 2001: 36) thus limiting the margin
of internal autonomy not only of Colombia but also of similar
nations in the Andean zone (primary economies, dependent on
the American market and affected by illegal plantations) such as
Peru, Ecuador, Venezuela and Bolivia.

The extremely hegemonic relationship, in which the United
States included strategically economic, geographic, political and
ideological issues, forcing a convergence between its own objectives
and the internal and external agendas of countries receiving
assistance and preferences, is certainly not “new” in its strict
sense. With regard to the image of Colombia in its foreign policy,
Cepeda and Pardo (1989) make a good presentation of Colombian
weaknesses and contradictions as a multilaterally active, “pioneer”
country, founder of regional and global institutional structures
since the end of World War II (such as the UN, the OAS and the
Andean Group), respectful and abiding of international “legal
order” and even capable of discussing “cordially” in particular
circumstances facing positions of the Superpower (in the Security
Council and the Non-Aligned) but with productive weakness
and dependence on the market, credit and cooperation of the
United States. Moreover, its internal instability due to political
violence and drug traffic has always prevented the maintenance
of a geographic and thematically diversified autonomous external
policy.
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Institutionally, it is important to mention the historical
presidential system and the budgetary and policy-making and
policy-execution weaknesses of the Ministry of External Relations
(MRE) vis-a-vis the Executive branch and other entities that play
important roles in foreign relations such as the Finance Ministry,
the Bank of the Republic and the Ministry of War (Defense) or the
Ministry of External Trade (created in 1991 with J.M. Santos as
one of its architects and mainly responsible for it in the Gaviria
era), and even vis-a-vis influent labor and private business
organizations supported by the State (such as the National
Federation of Coffee Growers in the prosperous times of the
1950’s and 1970’s, and Proexport since 1992 with antecedents like
Proexpo and Incomex in the 1960’s). The direct consequence of this
has been the oscillation between mandates in which the influence
of the individual variable or the presidential leader was well known
(external policy of the government) reinforcing or mitigating the
alignment with the United States according to his personality or
political beliefs, and mandates in which different national labor
or governmental organizations carry out their own international
relations in accordance with their sectorial agenda and interests
with little or no coordination, causing the “fractioning” of the
external policy (fragmented external policy) (Cepeda and Pardo,
1989: 10, Tickner, Pardo and Beltran, 2006: 63). In spite of the
weight of the individual factor and the fragmentation, some
authors suggest the existence, at least formally, of a spinal column
close to a “State foreign policy” between the Gaviria and Uribe
periods (explained in part by the end of the rigid structure of bi-
polar interference of the Cold War) with respect to international
law, the defense of sovereignty and autonomy, the diversification
of external relations and the promotion of integration and regional
understanding (Tickner, Pardo and Beltran, 2006: 66).
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Thus the predominant alignment of Colombian external policy
with the United States has been justified essentially by economic
interests, accompanied in several administrations by ideological
elements (anti-Communism) and internal security needs (drug
traffic, insurgence), but toward the end of the 20th century it
changed into a common perception that Colombia possessed an
“under-utilized” diplomatic potential and an overly “discreet”
external policy (Cepeda and Pardo, 1989: 9). Such labels to identify
the external policy would be increasingly stressed in the times of
Pastrana (1998-2002) and Uribe (2002-2010) during which the
external policy was in general excessively presidential and almost
all efforts of international cooperation and coordination were
directed to the solution of the internal armed conflict. In the case
of Pastrana, his strategy consisted of involving mainly the United
States and European Union countries in a scenery of support to the
peace negotiated with the FARC (the Caguan) but always keeping
close alignment with the superpower in order to intensify the
military and judicial offensive against the drug traffic within
the lines essentially set by Washington (Plan Colombia) and under
a permanent critical eye from Europe for its adverse effects on
human rights (Gonzalez, 2004: 280-282). The failure of the peace
process (of which the United States was always skeptic) generated
a clear return to the “Respice Polum” (look North).

In the case of Alvaro Uribe (2002-2006 and 2006-2010), his
two terms stressed the militarization and “ideologization” of the
internal security problems (with some social incentives), speeding
up “regionalization” or the overflow of the armed conflict across
borders with the consequent reaction of political distancing and
ill-feeling by the governments of the Andean sub-region as well
as provoking a desire of intervention on their part (sometimes
translated in direct, non-authorized conflict) in order to exert
pressure for a negotiated way out between the guerrilla and the
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Colombian government (in the case of Hugo Chévez’s Venezuela
or Rafael Correa’s Ecuador). Taking up the “Regional Security
Complexes” (Buzan and Weaver, 2003), Tickner (2005) argues
that the process of “securitization” or mediation and rise of the
Colombian crisis as a “regional security problem” or “regional
threat” and his plan to confront it: Plan Colombia II or “Plan
Patriota”)! did not have as much to do with its trans-border
“objective effects™ as with the negative perception of governments
that criticized the United States (especially Bolivia Ecuador and
Venezuela) about the regional role of its intelligence agencies
(CIA, DEA, NSA) and Armed Forces and the growing involvement
of Andean countries in the “containment” of Colombian problems
(for instance through the Andean Regional Initiative or ARI).

One of the features of that foreign policy which resulted in
almost isolating Colombia from the processes of construction
of new political relations in South America (UNASUR) was the
combination between building an identity based on antagonism
or differentiation from the ALBA governments and the historic
coincidence with national projects of (neo) populist characteristics
(Colombia, Venezuela and Ecuador) on opposite poles (Pastrana
and Vera, 2012a). In this way, what separated Colombia from its

1 The imperative need for military recovery of the national territory, the offensives at one's discretion
and the use of incentives, including economic ones, from “Plan Patriota” brought irreversible blows
on the FARC and FLN leadership structure but also perverse long term effects on the populations
most affected by the conflict. Consider, for instance, the 2013 State Council condemnation of the
Nation (and the military forces) for the re-location of almost 2.500 people at Pefias Coloradas
(Caqueta) in 2004 as a result of military action. See El Tiempo (July 19 2013: “Nation condemned for
Plan Patriota excesses in Caqueta. Available at: <http://www.eltiempo.com/justicia/ ARTICULO-WEB-
NEW_NOTA_INTERIOR-12938003.html>.

2 Forced re-location, impacts on the environment and on animal and human health from glyphosate
and territorial incursions of rebels and Colombian para-military and military that had also been
detected before Uribe (in the 19907s).

3 Storrs and Serafino (2003), Andean Regional Initiative (ARI), FY 2002 and FY 2003 Assistance for
Colombia and Neighbors. Report for Congress. Available at: <http://fpc.state.gov/documents/
organization/16800.pdf>.
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neighbors during the Uribe era was not so much the ideological
chasm regarding the model of State (democratic-liberal versus
proto-socialist) in the governing party or coalition (uribism-
conservatism versus chavism and correism, or regarding the vision
for the region (Plan Colombia in a regional version or grafted
on UNASUR versus “Bolivarian Continental Revolution”), but
rather the dangerous mixture between ideological polarization
and populist models that learned to utilize the external policy
to strengthen the presidents’ individual leadership and internal
legitimacy (all of them intending to win re-election), to use
Andean tension to earn the favor of public opinion and compete
for international prestige (Pastrana and Vera 2012a: 312-313).

In other words, in the Uribe era the external policy of Colombia
not only kept intact the features of “narcotization” of its agenda
(to give priority to the fight against drug trafficking) by linking, in
its institutions and external action, the American diagnostic of the
problem (Ganumen, 2012: 236) and the “internationalization” of
the internal armed conflict (although Uribe denied its existence),
through approaching or “inviting” external actors (the United
States, the European Union) (Tickner, 2007, Borda, 2007) in order
to compensate for endogenous weaknesses, and finally through
the “securitization”, by linking the external policy to the Doctrine
of Democratic Security and to military rationality which granted
a too wide margin of maneuver to the military and intelligence
sectors (Ruiz 2012: 105). It also resulted in the subordination
of the instruments of external policy to the “populist strategy”,
thus distorting the interests and roles of the Colombian State by
providing a confused construction of its identity, setting it apart
from its historic heritage of multilateralism and adherence to
international law and involving it in “containment adventures”
against the 21st century Socialism (political and intelligence action
in Caracas and Quito) as the leader’s beliefs and objectives were
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almost automatically equated with those of the nation* in order to
exploit politically the fear of the other and nationalism (Pastrana
and Vera, 2012a: 319, 321). Although economic objectives were
not absent® the axis of the external economic policy revolved
mainly around the extension of ATPDEA, the “unfettering” of the
TLC with the United States and the signature of a TLC with
the European Union. These two instruments of foreign trade
experienced postponements due to strong denunciations about
continuing violations of human rights amid the open war and
the weakness of labor protection, besides the intense lobbying of
American labor unions and European NGOs in favor of freezing or
revising the TLCs.

THE “NEW’’ IMAGE OF COLOMBIA AND ITS POSITION IN THE
INTERNATIONAL SYSTEM DURING THE SANTOS ADMINISTRATION

An image of Colombia has been pushed forth since the start
of JM. Santos’ term as a country that is “close” to overcoming a
longstanding armed conflict (almost 50 years from the inception
of FARC) either through negotiations with the insurgents (the
“key to peace”) or through military force (the “Sword of Honor”
strategy), which could also permanently “free” some zones from the
presence of illicit plantations® and take the production of drugs to its

4 ltis fitting to recall the permanent effort of President Uribe and of uribism to spread the idea that
the favorable perception of the government by the citizenry in the opinion polls (an average of 80%)
implied a mechanical and majority legitimation of any initiative from the Executive. By arguing; “The
State of Opinion is a superior form of the State of Law” the uribist looked not only for a second re-
election (prohibited in the Legislative Act that allowed Uribe to be President-candidate since 2005)
but also for a capacity of executive administration with exceptional power without going through
due Legislative rites and freed from the constitutional system of “weights and counterweights” See
Semana (August 15 2009). “La Estrategia del Estado de Opinion”. Available at: <http://www.semana.
com/nacion/articulo/la-estrategia-del-estado-opinion/106304-3>.

5 Exploration, exploitation and export of oil and minerals, market opening and attraction of external investment.

6 ElPais (July 27 2013) “In August Santander should be free of illicit plantations: president Santos.”
Available at: <http://www.elpais.com.co/elpais/colombia/noticias/santander-podria-estar-libre-
cultivos-ilicitos-presidente-santos>.
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historical minimum (MDN, 2011: 32-33). Data such as those from
the United Nations Office Against Drugs and Transnational Crime
(UNODC) - which reported in its illicit plantation census in 2012
a strong reduction (-25%) with respect to 2011, from an estimated
68.000 planted hectares to about 48.000, the lowest amount since
that organization started to keep records (1999) (UNODC, 20013:
8, 11) - has allowed the government to speak confidently enough
of the construction of a “new Colombia”.” This perception has been
disseminated in speeches and is not immune from criticism.?

It is worth noting that in general assessment of the security
field it has been argued there no longer exists a threat of a national
scope but rather “local threats” (9 FARC strongholds, 4 of the ELN
and 10 of Criminal Armed Bands (BACRIM). (MDN, 2013: 11,
12). In the government summary (2010- May 2013) on the FARC,
two members of the Secretariat, three from the Central Military
Staff and forty-two front commanders are reported as neutralized,
3.494 demobilized and 3.425 members of support networks
captured and demobilized (MDN, 2013: 47). In the case of the
ELN, eight commanders and 1.547 are reported as neutralized,
572 demobilized and 489 members of support networks captured
and demobilized (MDN, 2013: 47). As for the BACRIM, it is
explained that “all the chiefs” have been killed, captured or

7 Presidency (July 20 2013) Words by President Juan Manuel Santos at the inauguration of the
2013-2014 Session of Congress. Available at: <http://wsp.presidencia.gov.co/prensa/2013/julio/
paginas/20130720_02-palabras-del-presidente-santos-en-la-instalacion-de-la-legislatura-del-
congreso-de-la-republica.aspx>.

8 Bermudez argues, for instance, that instant satellite imaging does not easily permit ulterior
identification of re-sowing of plantations, that measurements were taken at a moment of
concentration of all eradication efforts and in the summer, forgetting that it is also possible to sow
in the winter 50% of what has been eradicated, that there has been a reduction in the number of
yearly measurements due to lack of resources and that persistent plantations are located in zones
of difficult access by the Public Forces, such as Indian reservations, community councils, national parks
and border areas (in which the Santos government pledged not to make aerial sprayings because of
complaints by neighboring countries). See Bermudez A. (August 8 2013). “Los cultivos de coca no
cayeron tanto como dice el Gobierno”. Available at: <http://www.lasillavacia.com/node/45362>.
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surrendered and 11.702 criminals are reported as demobilized
(MDN, 2013: 47). With regard to homicides and kidnappings, the
government reports a reduction of 2.7% and 7.8%, respectively, from
200 to 2013 (MDN, 2013, 48).

Despite some doubts and contradictions, the presidential
report points out that the “military accomplishments”, the chance
of peace in stricter conditions than those of the Caguan process® and
the consolidation of economic objectives inherited from the second
part of the previous administration' represent an unusual context.
The existence of a political and institutional environment favorable
both to the introduction of historically pending or blocked reforms
(e.g., agrarian reform™) and to emphasizing social policy or the
achievement of “peace with social justice™? is upheld.

Although the Conservative Party and some (quite few) members
of the Party of the U have been distancing themselves from the
positions of Santos® and entering into agreements with “Centro
Democratico”, the new party of former President Uribe, the governing
coalition, or “Unidad Nacional’, in the Congress still remains
the majority force even if it no longer relies on the overwhelming
support of 80% (the U, the Conservatives, “Radical Change”, the

9 No clearance, no cease-fire, negotiation outside the national territory and representation by former
constitutional assembly members, entrepreneurs, military and police at the table.

10 Sustained growth, constant flow of direct foreign investment and Market diversification through free
trade agreements.

11 Caracol (June 24 2013). “President Santos announces agrarian reform”. Available at: <http://
www.caracol.com.co/noticias/actualidad/presidente-santos-anuncio-reforma-agraria/20130624/
nota/1920759.aspx>.

12 Presidencia (June 26 2013). Statement by President Juan Manuel Santos and the award of homes at
Ciudadela Los Estoraques de Cucuta: free homes for vulnerable sectors and universal free education.
Available at: <http://wsp.presidencia.gov.co/Prensa/2013/Julio/Paginas/20130726_04-Palabras-del-
Presidente-Santos-en-la-entrega-de-casas-en-la-Ciudadela-Los-Estoraques-de-Cucuta.aspx>.

13 Such as negotiation with the FARC, to accept the existence of internal armed conflict and the
responsibility for action or omission by the State as a part of the same, maintaining a stable
relationship with Venezuela by “freeing” it from the FARC, (emphasis on the economy and
political dialogue instead of inquiring on the degree of penetration by the FARC in the territory
and political system of the neighboring country), and keeping a “prudent” instead of offensive
attitude to the Nicaraguan territorial claims.
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Liberals and months later the Green Party) that it commanded at the
inauguration of the Congress in 2010."* Nominally, this guarantees
political continuity and relative ease in the formulation of major
projects and managing re-election, although according to the opinion
polls popular support to re-election seems to be polarized depending
on its source (50% to 60% for re-election against the best candidate
from other parties’ or 60% against, influenced by the prolongation
of the FARC process.'® With an optimistic tone that announces the
preparation of the re-election strategy, Santos adds the presence of a
new economic panorama by reiterating data such as an average 4.9%
three-year annual growth of the GDP, ranking Colombia in third place
in Latin America; an unemployment rate of about 9.2%; inflation
close to 2%; surplus of 2 billion pesos (US$ 1,033,965,775.73)
in public accounts;" reduction of poverty, declining from 37.2% in
2011 to 32.7% in 2012 (- 4.5%) making Colombia the second country
that most reduced it in the region, behind Peru, and reduction of
economic inequality (Gini coeficient) falling from 0.56 in 2011 to
0.4 in 2012, thus bringing Colombia out from the second or third
greatest wealth concentration in Latin America and the seventh
position in the world.’® Even so, this favorable picture did not prevent
the main source of skepticism to reside in the industrial and rural
sectors, since the former has been experiencing strong periods of

14 Semana (July 17 2010). “El Congreso del Bicentenario”. Available at: <http://www.semana.com/
nacion/articulo/el-congreso-del-bicentenario/119401-3>.

15 E Tiempo (August 13 2013). July presidential opinion poll. Available at: <http://www.eltiempo.com/
Multimedia/infografia/encuestapresidenciajuli/>.

16 El Heraldo (august 2 2013). 60% reject eventual re-election of Santos and support to dialogue with
the FARC declines. Poll at: <http://www.elheraldo.co/noticias/politica/el-60-rechaza-eventual-
reeleccion-de-santos-y-cae-apoyo-a-dialogo-con-farc-encuesta-119531>.

17 Presidencia (August 14 2013) Economic growth in Colombia in the last three years has been in
average the third highest in Latin America. President Santos. Available at: <http://wsp.presidencia.
gov.co/Prensa/2013/Agosto/Paginas/20130814_01-Crecimiento-economico-de-Colombia-en-los-
ultimos-tres-a%C3%B10s-ha-sido-el-tercero-mas-alto-en-America-Latina.aspx>.

18 Presidencia (April 18 2013). Statement by President Juan Manuel Santos on the results of the fight
against poverty. Available at: <http://wsp.presidencia.gov.co/Prensa/2013/Abril/Paginas/20130418_03.
aspx>.
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contraction' and the latter an increase in the indexes of poverty and
extreme poverty between 2010 and 2011% a complaint that found
expression in the National Agricultural and Livestock Strike together
with other grievances such as the extremely high concentration of
land ownership, the high price of fuels and agricultural inputs, the
re-evaluation of the peso and the unchecked imports of foodstuffs
through the combination between smuggling and TLC.** The
Government tried to contain both phenomena with reactivation
plans such as Program of Support to Productivity and Employment
(PIPE), tax reform, exceptional customs duties and specific import
controls, to “pause” the signature of new TLCs, incentives to rural
capitalization (ICR) and the National Agrarian Census among other
measures. In spite of these efforts, the economic policy will have to
do much more in order to reverse the trend to extreme dependence
on exports of oil and minerals (67.9% or US$ 3.275 million FOB in
July (DANE, 2013a: 4) and dependence on the market of the United
States (34.68%), which nevertheless seems also to decline since 2010
(42.2%) (DANE, 2013b) due both to market diversification and to
the slowing down of the American economy.

Amid difficulties, this “promising” internal context (economic,
political, military and social) — or at least its interpretation by

19 According to the Joint Industrial Opinion Poll (EOIC) carried out by ANDI with Acicam, Acoplasticos,
Andigraf, Anfalit, Camacol and the Colombian Bok Chamber for the period April 2012-April 2013, the
sectors most affected by the reduction of demand were spinning, weaving and finished products with
a decline of 20.1%, followed by iron and steel with -19.9%, rubber products with -18.7% auto parts
with a fall of 15.1% and shoes with -8.6%. See Colombia Confidencial (June 19 2013). “Contraccién
tocd fondo en Abril. ANDIL Available at: <http://confidencialcolombia.com/es/1/303/7592/
Contracci%C3%B3n-toc%C3%B3-fondo-en-abril-ANDI-econom%C3%ADa-colombiana-empresas-
industria.htm>.

20 Perfetti, J. (May 3 2013). “Qué pasa con la pobreza rural?” Available at: <http://www.elcolombiano.
com/BancoConocimiento/Q/que_pasa_con_la_pobreza_rural/que_pasa_con_la_pobreza_rural.
asp>.

21 See Contexto Ganadero (August 18 2013). “Asi sera el paro agrario de Colombia este 19 de agosto”.
Available at: <http://contextoganadero.com/agricultura/asi-sera-el-paro-agrario-de-colombia-este-
19-de-agosto, Semana (2012) “Asi es la Colombia rural”. Special report. Available at: <http://www.
semana.com/especiales/pilares-tierra/asi-es-la-colombia-ruralhtml>.
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the government - is not strictly “new” but has fuelled Colombia’s
international activism as the presidential agenda develops. Tokatlian
(2008: 102-103, for example, warns that between 2003 and 2005 a
kind of hasty triumphalism according to which, supported by DEA
statements and by the anti-drugs Czar and members of the Southern
Command of the United States, plus the positive media effect of the
World Bank report on the significant rise of foreign investment levels,
Colombia started to be considered as a country that had graduated
from a “failed State” to a “model” State in its anti-drug and counter-
insurgency activities as well as having the possibility of repeating its
success (with help of the United States) in such diverse contexts as the
internal conflicts in Afghanistan and Iraq. In the Santos era the idea
of promoting Colombia as a “consultant” State that could generate
outsourcing in areas like security, economic “good practices” and peace
andreconstruction, as well as an ability to co-participate in formulation
of some of the items of the “global agenda”. These are incipient roles
that are added to the recovery of external policy bequests such as
the promotion of the instruments and normative frameworks of
international law, the co-participation in the establishment of regional
organizations and arrangements (thus cooperating or competing
with Brazil, which now attempts at establishing itself as a “regional
power”) and the revalidation and/or updating (without too ambitious
reforms) of the inter-American system (OAS) and the United Nations.
In fact, since the beginning the Strategic Plan of the Ministry of
External Relations (2010-2014) set without much preamble the goals
of “political and cooperative leadership” and ambitious sub-objectives
such as “to put in place a diversified international agenda” and “to
show progress” in questions on the agenda of the United Nations
Security Council (MRE, 2012: 3,8).

Recovering a category from Classical Realism (Nolte, 2012,
Flemes, 2012, Flemes and Wojczewski, 2012, Pastrana and Vera,
2012b: 189) interpret this “ambitious” image of Colombia in relation
to its limited capabilities as a symptom of the manifestation of its
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interests as a “secondary power” since it adapts its resources and
projects its strategies better within the regional scope, although it
does not give up acquiring prestige out of its zone of direct influence
in such a way that “attracts” the regional power (Brazil) to favorable
multilateral transactions and agreements, but also “challenge” or
hold back to a certain extent its goals and strategies with a “soft”
or institutional counterweight, by forming, for instance, sub-regional
coalitions such as the “Pacific Alliance” and/or making use of regional
rules such as those of the OAS or UNASUR, at the same time as it
competes for prestige and influence with other similar powers, such
as Venezuela, Chile and Argentina. The individual®® and domestic
factors mentioned explain part of the construction of this “new”
image in external policy but the systemic or external factors have had
a favorable impact.

Colombian external policy seems to be attempting to adjust in
order to respond to two great structural changes (Pastrana and Vera,
2012c). On the one hand, at the end of the second administration
of George W. Bush and during the two Obama administrations a
general “distancing” by the United States from South America has
been perceived, or a focus on more unstable regions of the world (in
order to intervene) in spite of the maintenance of dense relations
with certain units in regards to trade, security and cooperation, which
results in a greater “margin of manoeuvre” for the States of the zone
and is reflected in the emergence of different attempts at individual
or integration projection that sometimes do not coincide with the
postures of the superpower and so “exclude” it (such as UNASUR or
CELAC) or challenge it (such as ALBA). (Pastrana and Vera, 2012c:
613-614). On the other hand, and articulated with the preceding
phenomenon, Colombia has attempted at adapting, but without
aligning itself, (without “Respice Australis” - look to the South) to

22 Santos's pragmatism and his low tendency to bring ideology to external relations, added to his belief
that Colombia is destined to play leadership roles.
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the emergence of a Brazil that bets on its consolidation as regional
hegemonic power based on its greater geographic, demographic,
economic and military capabilities and on institutional strategies
of “linkages” or cohesion such as the widening of MERCOSUL and
on positioning itself as a material and symbolic pivot — generating a
South American identity — at the OTCA (Organization of the Treaty
of Amazon Cooperation) and UNASUL but at the same times places
its bets on coalitions such as BRICS? to position itself as a “global
player” capable of exerting permanent influence at the systemic level
(Pastrana and Vera, 2012b: 198).

In fact, Colombia has increased its trade with Brazil (still with
a deficit, although a declining one) with exports in 2011 close to
US$ 1.486 million and US$ 1.355 million in 2012, numbers that are
quite superior to those of the best previous year US$ 907 million in
2008.** Direct investments received by Colombia from its neighbor
rose by 34% from the first quarter of 2011 to the first quarter of
2012 (Proexport, 2012: 10). Colombia strengthened its cooperation
with the Southern “giant” since the eight agreements signed in
2010 on many issues such as development and border security,
police cooperation, scientific and academic research, agro-industrial
technical assistance, environment, infrastructure, military industry
and biofuels, besides signing nine other agreements on several social
policy issues (sexual health, gender equality, re-integration, food
security, education) and scientific support (Pastrana and Vera, 2012c:
630-631, 633). However, this does not mean that at the bilateral

23 Brazil, Russia, India, China and South Africa make up this acronym originally introduced by Jim O’'Neill
of Goldman Sachs without South Africa (BRIC) that became a coalition and forum for dialogue and
consider themselves as the most promising among the new industrialized economies. See Ministry of
External Relations and Cooperation of Spain (2013. Paises BRICS. Available at: <http://www.exteriores.
gob.es/PORTAL/ES/POLITICAEXTERIORCOOPERACION/PAISESBRICS/Paginas/InicioBrics.aspx>.

24 Numbers from the records of the External Trade Information System (SICOMEX) of the Latin
American Integration Association (ALAd). See: Enternal Trade Information System. Brasil-Colombia
Trade Balance. Avilable at: <http://consultaweb.aladi.org/sicoex/jsf/totales_comercio_exterior_
balanza.seam>.
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level Colombia’s relations (economic, political and military) with the
regional power are a priority as is the case with the United States,
although with a wider margin of autonomy, nor that MERCOSUL or
UNASUL constitute its privileged multilateral regional bets due to
the de facto weakening of the Andean Community of Nations (CAN)
with the withdrawal of Venezuela and the TLCs of Colombia and
Peru with the United States and the European Union. Instead of a
“follower attitude” and in spite of the existence of greater institutional
and intergovernmental synergies within the integration spaces led
by Brazil, Colombia has adopted postures that generate friction
between the two countries.

There are examples that denote frictions, such as Colombia
looking first at the markets and opportunities for cooperation in
NAFTA and Asia-Pacific; attempting a diplomatic “rapprochement” of
the United States with a region mostly critical of its hemispheric and
globalhegemony; trying tobring Mexico closer—Mexicoisatraditional
competitor of Brazil as Latin American medium power — through
the Pacific Alliance or “Deep Integration Area” (AIP); “tempting”
Uruguay” and Paraguay®® toward AIP by starting as observer States

25 Uruguay seems divided today. President Mujica mentioned at first the desire that his country would be a
“protagonist” of AIP in the long run and not a mere observer, but not too long afterwards, under pressure
by several critical governments, almost retracted by recalling the importance of the Brazilian market as
its prime trade partner. For his part, Foreign Minister Almagro seems to have a recurrent disagreement
with Vice-president Astori to the extent that the former defends not belonging to AIP and an new
approximation with ALBA while the latter argues with the need to look for TLCs and become a full member
of AIP Previously, Tabaré Vazquez did not hide as President his discomfort with the dominant commercial
presence of Brazil, looking for a TLC with the United States and eying the AIP, which was defeated by the
Legislative. See £l Pais (May 29 2013). “En el FA rechazan ingreso pleno en bloque del Pacifico”. Available
at.  <hup://wwwelpaiscom.uy/informacion/frente-amplio-rechazan-ingreso-bloque-del-pacificohtml>,
El Pais (June 15 2013). “Alianza del Pacifico desnuda dos visiones sobre la politica exterior”. Available at:
<htep://wwweelpais.com.uy/informacion/alianza-pacifico-diferencias-almagro-astorihtml>, Dinero (June 25
2013). “Uruguay quiere meterse en la Alianza Pacifico”. Available at: <http://www.dinero.com/internacional/
articulo/uruguay-quiere-meterse-alianza-pacifico/178476>, Notimex (July 11 2013). Mujica rechaza que
Uruguay abandone Mercosur por Alianza del Pacifico”. Available at: <http://noticias.starmedia.com/
politica/mujica-rechaza-que-uruguay-abandone-mercosur-por-alianza-pacificohtml>.

26 Federico Franco, immediate successor of deposed Fernando Lugo in 2012 threatened to go to AIP
when his country was suspended from MERCOSUL due to the latter’s constitutional but arbitrary
removal. Paraguay applied for membership in AIP in January. The “solution” President democratically
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and projecting their insertion (which would be incompatible with
their permanence in MERCOSUL). Colombia also defended “open
regionalism” against the positions of “post-liberal regionalism
and aimed at avoiding the replacement of structures of the OAS
by UNASUL or CELAC by promoting the former’s strengthening,
for instance by updating and strengthening the Inter-American
Human Rights Court (CIDH) or promoting anti-drug “alternatives”
within the OAS and with Secretary-General Insulza (Pastrana and
Vera, 2012b: 197-199). The cooperation agreement between NATO
and Colombia also caused discomfort in Brazil because it meant
closeness with an “extra-regional defensive alliance”.?” Colombia
expressed surprise by the fact that because of the revelations by the
former American information expert Edward Snowden on direct and
lengthy espionage activities of the NSA (National Security Agency)
on Brazil, Mexico, Colombia, Venezuela and other Latin American
countries Brazil and other affected countries adopted firm attitudes
of rejection and demanded explanations from Washington, while the
reaction from Colombia and Mexico showed rather little shock or
indignation.?®

There has been a recent slight perception that the Brazilian
policy-makers could be evolving from a “benevolent indifference”

elected in April 2013 to replace Franco was Horacio Cartes, who since the beginning rejected
the Venezuelan pro-tempore presidency of MERCOSUL and denounced “pressure” by Brazil on
AIP countries to prevent Paraguay’s aspirations. See America Economia (May 28 2013) “Paraguay
busca cerrar TLC con Mexico para ingresar a la Alianza del Pacifico”. Avaiable at: <http://www.
americaeconomia.com/economia-mercados/comercio/paraguay-busca-cerrar-tic-con-mexico-para-
ingresar-la-alianza-del-pacific>, Infolatam (June 14 2013). “La rebelién de Horacio Cartes contra
Venezuela” Available at: <http://www.infolatam.com/2013/07/14/la-rebelion-de-horacio-cartes-
contra-venezuela/>.

27 El Universal (June 6 2013). “El acercamiento de Colombia com la OTAN preocupa a Brasil y al
Ecuador”. Available at: <http://www.eluniversal.com.co/cartagena/internacional/el-acercamiento-de-
colombia-con-la-otan-preocupa-brasil-y-ecuador-122193>.

28 SDP (July 9 2013) “Estiman que Mexico tenia conocimiento del espionaje de E.EU.U". Available at:
<http://www.sdpnoticias.com/nacional/2013/07/09/estiman-que-mexico-tenia-conocimiento-del-
espionaje-de-eu>.
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regarding AIP to an outright skeptical posture.?® Brazil reinforces its
regional position through the boomerang effect of its participation
in BRICS. In Colombia’s horizon is the possibility of contributing
to the formation of CIVETS® and becoming a member of OECD
(Organization for Economic Cooperation and Development) of which
two of its three partners in AIP are already members (Mexico and
Chile). The latter objective seems extremely ambitious but counts
on the explicit support (and certainly politically calculated) of the
United States,* while ascribing priority to CIVETS and Asia-Pacific
options such as AIP, APEC?> or FOCALAE® clashes directly with
the constitutional guideline of prioritizing the promotion of Latin
American integration (CSCE, 2011: 14), so that Colombia has tried
to find a very complex balance among different geographic interests.
In other words, it must keep close to the superpower and the regional
power at the same time but its interests demand to keep some
distance from both or to commit itself with some degree of flexibility.

Inorder tobetter review Colombian posturesin the International
System and in the region that may be linked to this self-confidence

29 Brazilian Foreign Minister Antonio Patriota characterized AIP as a simple alliance, without a free
trade zone or customs union and not “deep integration like MERCOSUL". See Paraguay.com (July 16
2013) “Brasil lanza criticas contra la Alianza del Pacifico”. Available at: <http://www.paraguay.com/
internacionales/brasil-lanza-criticas-contra-la-alianza-del-pacifico-95494>.

30 Colombia, Indonesia, Viet-Nam, Egypt and South Africa (although Egypt seems not to be politically
viable due to its politico-military internal crisis). This acronym refers to a potential second wave of
“new emerging economies” or bloc of medium economic powers coined by Robert Ward, Director
of the Economist Intelligence Unit. See Semana (August 7 2010). “Qué son los CIVETS?". Available at :
<http://www.semana.com/economia/articulo/que-civets/120194-3>.

31 See Portafolio (April 12 2013) “Estados Unidos apoya ingreso de Colombia a la OCDE". Available
at: <htep://www.portafolio.co/internacional/estados-unidos-apoya-ingreso-colombia-la-ocde>, and
Portafolio (May 27 2012). '‘Deberia haber mas integracién econdémica” Biden”. Available at: <http://
www.portafolio.co/economia/visita-joe-biden-colombia>.

32 Asia-Pacific Cooperation Forum, in which the three partners of Colombia in AIP also participate. This
group needs to lift the moratorium on the accession of new members and Colombia seeks support
from Singapore to accede. See El Espectador (May 7 2012) “Santos reitera en Singapur interes de
ingresar a la APEC". Available at: <http://www.elespectador.com/noticias/politica/articulo-344199-
santos-reitera-singapur-interes-de-ingresar-apec>.

33 Latin American and Caribbean-Eastern Asia Cooperation Forum.

333



EpuarRDO PASTRANA BUELvAS

and self-image in the Santos era, it is worthwhile to mention the
United Nations and some relevant regional landmarks.

In what regards its role in the United Nations Security Council,
Colombia avails itself of the non-permanent seat (2011-2012) and
the expression of confidence of the 186 members of the General
Assembly that voted for its initiative, as well as of the diplomatic
heritage of six previous participations (1947-48, 1953-54, 1957-58,
1969-70, 1989-1990 and 2001-2002).>* According to Gil (Paredes,
2010) Colombia has had a good performance previously but faced
international criticism when it chose to place its close relations with
the United States before its functional duties, as was the case a decade
ago when Alfonso Valadares occupied the temporary presidency for
Colombia and hastened to hand to the Americans the report that
“proved” the presence of nuclear weapons in Iraq prior to bringing
it to the full Council. “Aligned” postures obviously lead to tacit or
explicit friction with Brazil and other emerging powers “skeptical” of
United States interventionism, and even if the seat brings potential
individual benefits such as prestige, partial influence on the agenda
and the search for wider foreign policy objectives, it also involves
risks such as “improvising” an external policy by groping between
autonomy and “alignment”, raise suspicions among neighbors
most questioned by the United States (and Uribe) and to take up
unforeseen costs for lack of vision or preparation (Gil, 2010).

However, Lewin (2011) interprets the recent posture of refusal
to recognize Palestine as an independent State (the only Latin
American country to do so together with Mexico) and the requirement
as “prior condition” of a definitive peace agreement between
Palestine and Israel not so much as a way to passively support the
United States but as denoting the existence of military and security

34 Ministry of External Relations. United Nations Organization (UN) Available at: <http://www.
cancilleria.gov.co/international/multilateral/united-nations/uno>.
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interests reflected in Colombian purchase from Israel between 2006
and 2008, an even more autonomous motive when complemented
by issues like the “uicy” sales of INDUMIL (Colombian Military
Industries) to Israeli military and security industrial concerns® and
the purchase and development of drones (unmanned airplanes)
with Israeli technology.® In the case of internal crisis in Syria and
the evidence of use of chemical weapons by the armed forces at the
service of al-Assad against rebels and the civilian population in 2013,
the legalist tradition of Colombia prevailed to the extent of rejecting
unilateral intervention (by the United States or any other) and
support either the facilitation of dialogue through the demarche of
Secretary-General Ban Ki-Moon or through the formal decision
of applying sanctions by the Security Council. Santos even proposed
to “transmit” to a currently fractioned Syria, in case of a post-conflict,
the Colombian experience with regard to the care of victims and
reparation (Pastrana and Vera, 2012b: 208). Regarding the internal
conflict in Libya and violations against the civilian population on the
part of the troops led by the dictator Muhammad al Gaddafi (deposed
and killed in confused events) Colombia followed the position of the
majority led by France, the United Kingdom and Lebanon to support
the adoption of a resolution aimed at creating a “flight exclusion
zone”, although Brazil abstained with a critical posture together with
Germany, India, Russia and China (MRE, 2013: 29-30).

In general, while Colombia was in the Council, it adopted
primarily normative but not too risky postures, choosing for instance
stabilization and reconstruction in Haiti as an issue that allowed it
to carry out a cohesive diplomacy (little opposition) availing itself

35 In 2017 Israel Weapons Industries (IWI) received 88% of INDUMILs exports for about 5.814 million
pesos (USS 2.9 million). In 2012, 4% of sales were exports and out of them IWI received 90.7% for a
total of about 13.224 million pesos (USS 6.8 million). See INDUMIL (2011) Management Report, and
INDUMIL (2012) Management Report. Available at: <https://www.indumil.gov.co>.

36 El Tiempo (July23 2013). “Colombia compra mas drones, pero no a Estados Unidos”. Available at:
<www.eltiempo.com/justicia/ARTICULO-WEB-NEW_NOTA_INTERIOR-12944442 html>

335



EpuarRDO PASTRANA BUELvAS

of the discourse of development in order to link global issues of
interest, problems of the country in question and “examples from
the Colombian case” and appearing as a “leader” in South-South
cooperation by pointing out opportunities for developing countries
to contribute to the poorest (Romero, 2011). Besides food and aid
in support of the health brigades, Colombia sent a small police
contingent to train local forces in anti-kidnapping and anti-drug
actions although Santos questioned the extension of a peace-
keeping mission in a country without subversion or another kind of
internal war (Gil, 2011). In this the posture of President Bill Clinton,
who congratulated the military command of the mission by Brazil,
contrasted with that of President Santos, who in passing questioned
the number of troops deployed by requesting more civilians and
engineers as volunteers and suggesting a pause in the reconstruction
plan mentioning the need for a “change of vision™".

Even with this “groping diplomacy”, looking for moderate
opportunities for prestige, Colombia carried out three somewhat
wiser strategies. First, President Santos and Foreign Minister Holguin
tried, through recurrent contacts, to bring together again Israeli
Prime Minister Netahyahu and Palestine President Mahmud Abbas
at the dialogue table, as a display of cordial “neutrality” and indirect
commitment (without recognizing Palestine as a de facto State and
without shocking the United States) (Pastrana and Vera, 2012b:
207-208). Second, Colombia decided to push forth a new proposal
on sustained development together with Guatemala (Sustainable
Development Goals (ODSs), both at the General Assembly and at
the Rio+20 Summit suggesting new indicators of economic, social
and environmental progress in accordance with national priorities

37 HOY (April 6 2011). “Santos propone que la MINUSTAH se dedique también al desarrollo de Haiti”
Available at: <http://hoy.com.do/el-mundo/2011/4/6/370077/Santos-propone-que-la-MINUSTAH-
se-dedique-tambien-al-desarrollo-de-Haiti>.
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and contexts®, and although a preliminary economic vision road map
was signed for the coming 20 or 30 years, the Summit was criticized
because of the absence of key leaders (Obama, Merkel and Cameron),
lack of binding goals to reduce environmental degradation, lack of
financing to help developing countries (the G-77) to reach those
goals and reticence by big countries like the United States and Brazil
to convert the United Nations Environmental Program (PNUMA) in
an independent organization with powers®. For the third measure,
Colombia was one of the most enthusiastic promoters of a framework
treaty for the regulation of the international trade of conventional
arms in the United Nations, and although its adoption was achieved
with 154 positive votes, there is concern about the rejection by Iran,
Syria and North Korea and the abstention (or absence) of Russia,
India, China and neighboring countries such as Nicaragua, Bolivia,
Cuba, Ecuador and Venezuela amid criticism such as the absence of
a binding mechanism, its possible use for political purposes by the
West and its possible effect to bolster the exports of this kind of
weapons by the United States as a more formal market®.

On potential United Nations reforms, Colombia supports the
deepening of the gender perspectives based on the institutional
strengthening of the Organization in order to promote international
humanitarian law, eradicate sexual crime in political conflicts and
guarantee coordination between programs aimed at the protection
of women and children, including support to the establishment of
UN-Women, created in 2010 (MRE, 2013: 245-246). Disagreements

38 El Tiempo (June 22 2012). “Cumbre Rio+20 culmina con plan para medio ambiente y contra la
pobreza”. Available at: <http://www.eltiempo.com/vida-de-hoy/ecologia/ARTICULO-WEB-NEW_
NOTA_INTERIOR-11967029.html>.

39 El Tiempo (June 22 2012). “Cumbre Rio+20 culmina con plan para medio ambiente y contra la
pobreza” Available at: <http://www.eltiempo.com/vida-de-hoy/ecologia/ ARTICULO-WEB-NEW_
NOTA_INTERIOR-11967029.html>.

40 See: OXFAM (April 2013). “Tratado Internacional sobre el Comercio de Armas: Preguntas y
Respuestas” Available at: <http://www.oxfam.org/es/campaigns/tratado-internacional-sobre-el-
comercio-de-armas-preguntas-y-respuestas>, and RT (April 3 2013).
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regarding the aspirations of emerging powers to expand the number
of permanent seats in the Security Council are well known: Italia
dissents from Germany’s aspiration, and Argentina and Mexico
from that of Brazil, China and South Korea from Japan’s and
Pakistan from India’s (Sepdlveda and Riquelme, 2010: 30).
Colombia’s position has not changed significantly, maintaining as
antecedent the draft A/59/L.68 that it helped to be introduced in
2005 and that was co-sponsored by Argentina, Canada, Costa Rica,
Spain, Italy, Malta, Mexico, Pakistan, Republic of Korea, San Marino
and Turkey, which proposes rather to expand the number of non-
permanent members from 10 to 20 but not alter the structure of
the permanent group (Sepulveda and Riquelme, 2010: 30).

Concerning the key actors of the International System,
Colombia has been diversifying its geographic interests in the Santos
era with special intensity and is not entirely alien to the important
changes that happened since the end of the Cold War. Although it
continues to consider that the global political primacy (of the United
States) has not disappeared, it accepts a “slight” trend to multi-
lateralization and the stressing of regional dynamics, identifying as
critical issues the consolidation of alternative currencies vis-a-vis
the US dollar, such as the yuan and the yen; the rise of “emerging
powers” with aspirations of leadership in the system; the potential
for democratization (“Arab Spring”) and the need for the big powers
to accept a larger number of global partners (MRE: 2013: 37). In
the Colombian view, Russia has an economic and military market
with great potential but faces enormous challenges as it tries to
recover influence in Central Asia and Eastern Europe. China is an
important trade partner, as the second world economy with direct
impact in the commerce, investment and reserves in the United
States, an ascending military power and central player in Asia Pacific
and recently in Africa. Japan is the third economic power and a
technological center of fundamental importance for innovation
and education policies (together with South Korea). Germany is the

338



THE COMPLEX INSERTION OF COLOMBIA IN A CHANGING INTERNATIONAL SYSTEM

largest economy in Europe and its capacity to exchange value is vital.
The United Kingdom is the chief military power in Europe behind
Russia and an essential horizon for the flow of value, while Brazil
is the most important player in Latin America followed by Mexico,
Argentina, Colombia and Chile in this order (MRE, 2013: 37-38).
Regarding the commercial panorama, Colombia intends to privilege
the consolidation of access to the markets of 20 countries in order
of [priority (besides the United States): China, India, Singapore,
Costa Rica, Dominican Republic, Australia, Indonesia, South Africa,
Thailand, Viet-Nam, Egypt, the Gulf States, Japan, Israel, Nicaragua,
Russia, Malaysia, Caricom, New Zealand and the Philippines (CSCE,
2011:4).

This systemic diagnosis of opportunities in view of its new “self-
confidence” have led President Santos to argue that Colombia has
the capacity to become a “bridge” country*!, both as a new emerging
economy and as a mediator between different geographic and
political positions in order to contribute to the solution of conflicts
(MRE, 2013: 12). This intention to function as a “bridge” or a “hinge”
may be explained by the Neoclassical realism as a strategy of multiple
diplomatic links that allows States with few power resources in the
International System and plenty of geographic interests to approach
several actors, especially powerful States, with the objective of
consolidating stable networks of inter-exchanges that permit them
to intervene in the formulation of agendas (Pastrana and Vera,
2012: 47), in accordance with individual concerns or interests of a
government that aspires to become “regional conciliator” in order

41 This idea is not altogether new in the presidential imagery of Colombian external policy. Previously,
Virgilio Barco (1986-1990) defended the notion of Latin America and of Colombia, as a State with
a pacific coast in particular, as a “bridge” between the Old World (Atlantic countries) and the New
World (Pacific countries). See Gonzalez, R. (2004) “La politica exterior de Colombia a finales del siglo
XX. Primera aproximacion. Red de Integracion Latinoamericana y caribefia (REDIR) y la Asociacion de
Unidad por Nuestra América (AUNA). Avaliable at: <http://rcientificas.uninorte.edu.co/index.php/
investigacion>.
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to multiply its transnational possibilities with everyone (Nolte,
2012:34). For Carvajal (2012: 9-13) Santos could be contemplating
taking Turkey as a point of reference to become a “hinge” country, not
only due to the recent mutual opening of embassies and the advice
and/or consultations received by Colombia on the Turkish model of
external policyand conflict mediationbut also to the current reflection
about belonging to several geographic connections, good economic
performance, great biodiversity and abundance of hydro sources
that the country possesses, the potential to receive immigrants, its
potential in education and culture, its military strengthening and the
historic value ascribed to multilateralism.

COLOMBIAN INTERNATIONAL ACTIVISM IN THE SANTOS ERA

Such intention to “lead” does not necessarily correspond to a
coherence between the degree of progress of the internal agenda
(with many pending problems still to be dealt with) and the wider
external objectives, neither does it entail a satisfactory autonomy
vis-a-vis the criteria of its main commercial and military ally (the
United States), but brings forth several indications of its renewed
international activism. (Pastrana and Vera, 2012b: 205-214). For
this reason it is useful to register some significant milestones:

1. A political “reconciliation” with the governments of Venezuela
and Ecuador, including the resumption of the mechanism
of good neighborhood, bilateral cooperation and border
development, which facilitated not only a more pro-active
closeness with Brazil (although it is not identified with
bolivarianism) but also the presentation of an initiative to
update or “re-engineer” the Community of Andean Nations
(CAN).

2. An active return to Latin American spaces by giving central
importance to UNASUL by making use of the appointment
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(also politically calculated by Brazil) of the former Colombian
Foreign Minister Maria Emma Mejia as Secretary-General
of that organization. In one year in office, not only its
budget and internal rules were strengthened but also the
Additional Protocol of “commitment to democracy” as a
form of government was promoted; the coordination of the
implementation of the eight Ministerial Councils (Energy,
Defense, Infrastructure, Health, Social Development, Drugs,
Education, Culture, Science, Technology and Innovation,
Economy and Finance) was started; and the creation of the
Center of Strategic Defense Studies (CEED) and of the South
American Institute on Government and Health (ISAGS)*? was
supported.

3. An attempt was made to use the opportunity of hosting the
VI Summit of the Americas in 2012 as a way to contribute to
the normalization of relations between Cuba and the United
States, on the one hand, and to display willingness to act as
a “bridge” between the North and the South (a role that was
being played by Brazil) and between many geopolitical blocs
- NAFTA, CARICOM, ALBA, MERCOSUL, CAN and AIE
Nevertheless, this aspiration was partially cut short due to the
persisting exclusion of Cuba by the United States and Canada;
the more acute complaints from Argentina at the failure to
treat its dispute with the United Kingdom over the Malvinas
as a central issue; the failure to include the United States and
Brazil in the same “basket of interests”; and the realization
of the enormous cost of the attempt to bring closer together
the United States and countries most wary of its hemispheric
hegemony (Nicaragua, Ecuador, Bolivia, Argentina and

42 Ministry of External Relations (June 11 2012). “Colombia entrega una UNASUR fortalecida,
funcionando y en orden” Available at: <http://www.cancilleria.gov.co/content/colombia-entrega-
una-unasur-fortalecida-funcionando-y-en-orden#sthash.SAnukpbu.dpuf>.
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Venezuela). The latter were, in fact, the most distrustful of the
cooperation agreement signed by Colombia with the North
Atlantic Treaty Organization (NATO), which although limited
to the field of information, capacitation and good practices
in issues like the fight against drug traffic and terrorism, was
interpreted by some of them as a form of insertion in the
Western alliance and a threat to countries in the region that
criticize the United States®.

4. Colombia’s role as a driver of the establishment of the Alliance
of the Pacific, or AIP (Colombia, Chile, Mexico and Peru) has
been particularly noticeable to the extent that this coalition
of common commercial and investment interests not only
responds to the frustration of ALCA (Free Trade Area of the
Americas, pushed by the United States and stopped by Brazil
and Venezuela in an attempt to prevent trade negotiations
outside the WTO and sub-regional blocs) but also had hoped
for an eventual “trans-Pacific” wider market or Trans-Pacific
Partnership (TPP) (strongly promoted by the United States). It
isalsoastrategy to “detach” geographically from MERCOSUL as
asemi-“protectionist”blocand from Brazil asthe main influence
in the processes of integration. Itis a strategy of “strengthening
among peers” (both economic and ideologically) that allows
them to challenge in part the regional policies of Brazil and
reduce some of the disadvantages of competing singly against
the regional power for market access (mainly in the primary
sector) and American investments, to “call attention” for the
prioritizing of their prospects in regional arrangements and
to keep confidence and closeness with the United States in an
environment increasingly critical of neo-liberalism (Pastrana

43 See, for instance, Semana (Junio 3 de 2013). “El vecindario se molesta por acuerdo con la
OTAN! Available at: <http://www.semana.com/nacion/articulo/el-vecindario-molesta-acuerdo-
otan/345320-3>.
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and Vera, 2012b: 214). The commitment to this option of
insertion in the economies of the United States, the European
Union and Asia-Pacific grows to the extent that Canada
(a buyer and an investor in the mineral and energy sector) has
shown increased interest in the alliance** and as the ideological
commitment of its members with the validity of the State of
Law, (representative) democracy, separation of the powers
of the State and the assurance of individual rights and
liberties* inevitably sets them apart from the ALBA model
and any other integration proposal that shuns liberal
democracy and the free market. In other words, this includes
the maintenance of fluid relations with the main financial,
monetary and commercial global structures (World Bank, IMF
and WTO), another aspect not shared by the “alternative”
governments of the region.

5. Colombia has been presenting itself as offering “South-South
cooperation” and is trying to change its image as a primarily
receiving country. Not only was the Presidential Colombian
Agency of International Cooperation (APC-Colombia) was
created but there is also an effort to channel external financing
and to synchronize internal and external programs with
the objectives of the National Development Plan, reduce
poverty, increase employment and strengthen security (APC,
2012: 3), besides providing mechanisms abroad in order
to work with countries that fell behind in the achievement
of the Millennium Development Goals (MDG) and with
neighbors in the management of border development plans.

44 Dinero (May 22 2013). “Canada con sus ojos puestos en la Alianza del Pacifico.” Available at: <http://
www.dinero.com/actualidad/economia/articulo/canada-ojos-puestos-alianza-del-pacifico/ 176222 >.

45 See Article 2 of the Pacific Alliance Framework Agreement (Acuerdo Marco de la Alianza del Pacifico)
Available at: <http://wwwisice.0as.org/TPD/Pacific_Alliance/Agreements/Framework_Agreement_
Pacific_Alliance_s.pdf>.
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Although it may seem controversial to help others as internal
development goals still remain unfulfilled, Colombia looks
forward to formalize, as a medium income country, its bilateral
cooperation and implement three great projects: the Strategy
of Cooperation with the Countries of the Caribbean Basin, the
Regional Program for Mesoamerica (APC, 2012: 14) and the
Strategy of International Cooperation in Integral Security.
Some of the achievements in this connection include: the
holding of the “Africa- Latin America International Seminar
on Integral Security and Organized Transnational Crime”,
by the Foreign Ministry. Ministry of Defense and National
Police*®, the transfer of knowledge on Food and Nutritional
Security, Environment, Disaster Risk Management, Academic
Mobility, Professional Technical Training, Culture and Second
Language for professionals from Jamaica, Trinidad & Tobago,
Belize, Dominica, Grenada, Saint Lucia, Antigua & Barbuda
and Haiti¥, the holding of an “International Workshop on
Adaptation to Climate Change and Risk Management” for
delegates from Vietnam, Malaysia and Mongolia®® and the
holding of the first “South-South Cooperation Dialogue”
among CIVETS countries (Colombia, Indonesia, Viet-Nam,
Egypt, Turkey and South Africa), Kazakhstan and Azerbaijan.*’

46

47

48

49

Ministry of External Relations (March 27 2012). “Colombia estrecha cooperacién técnica con Africa
para combatir la Delincuencia Organizada Transnacional”.

Foreign Ministry (December 26 2011). “Colombia promueve la cooperaciéon con la Cuenca del Caribe”
Avilable at:  <http://www.cancilleria.gov.co/content/colombia-promueve-la-cooperaci%C3%B3n-
con-la-cuenca-del-caribe#sthash.bx7RnQeW.dpuf>.

Foreign Ministry (August 16 2013). “Colombia sigue fortaleciendo sus lazos de amistad y de
cooperacién con paises de Asia” Available at: <http://www.cancilleria.gov.co/newsroom/news/
colombia-sigue-fortaleciendo-sus-lazos-amistad-y-cooperacion-con-paises-asia#sthash.vd93NDbg.
dpuf>.

Foreign Ministry (June 28 2012). Colombia espera que el Primer didlogo de Cooperacién Sur — Sur
beneficie a todos los paises. Available at: <http://www.cancilleria.gov.co/content/colombia-espera-
que-el-primer-di%C3%A1logo-de-cooperaci%C3%B3n-sur-%E2%80%93-sur-beneficie-todos-los-
pa%C3%ADses#sthash.VzZ5oyqo.dpuf>.
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CONCLUSIONS

The first argument to be made is that J M. Santos’s administration
has shown eagerness to disseminate the idea that Colombia is a
country ready to leave the status of “problem country” and to build
a new image that allows it to participate of multiple transnational
scenarios, thus generating legal and diplomatic confidence. Just
as the previous image of “failed State” was hasty, this new image
of “model State” has many holes and has given rise in several
instances to skepticism from neighbors instead of acceptance. The
achievements in the economy, security and social policy cannot be
dismissed but are still far from being sustainable, so that the current
status of the internal agenda does not seem to coincide with the role
of main player that Colombia wants to take (or at least its decisions)
in order to contribute as a Medium Income Country (MIC) to the
development of less advanced ones. Its capabilities could be too
limited in view of its ambitious objectives and in many aspects one
can see a certain degree of diplomatic “groping” or improvisation
in the name of regional “leadership” that is giving rise to negative
external impressions and confusion between the receivers and the
observers of its current projection.

The second comment to be made is although Colombia’s
commercial and external policies have shown noticeable signs
of geographic diversification, and present strong objectives of
insertion in non-conventional markets (mainly in Asia Pacific) they
still have features of structural dependence on the primary sector
(hydrocarbons and minerals), on the demand from the United States
and on external sources of financing, despite possessing significant
international reserves. In general, the history of Colombian
foreign policy makes it clear that the internal economic weakness
is the “Achilles’ heel” of external autonomy and of the institutional
consolidation of the diplomatic activism and multilateralism.
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A third analytical finding is that Colombia has become
increasingly aware of its condition as a secondary power, with
varied strategies to push forward its own initiatives in the region,
which complement or compete with those carried out by Brazil
and other powers with local influence (such as Argentina and
Venezuela). This meant, in practice, that although economic,
military and cooperative interaction with Brazil has been growing,
these issues are still far from being a priority, and that Colombia’s
options with the AIP, the agreement with NATO and some positions
in the Security Council have given rise to several frictions and
discrepancies because it is not within its view to arrive at a kind
of “Respice Australis” or alignment with the regional power. In the
case that CIVETS becomes a reality as a coalition and no longer a
mere descriptive acronym, Colombia would bet on its development
within its own network of extra-regional interests such as the those
of Brazil in BRICS, a platform that would strengthen its vision of
relative support to the International System marked out by the
United States (that is, a reinforcement of the OAS, the World
Bank, the IMF and the WTO) and that becomes more evident
in the political calculation that seems to induce Washington to
encourage Colombia in its aspiration to join OECD.
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ParT IV
THE ROLE OF THE EMERGENT:
AFRICA AND ASIA






INTRODUCTION

ccording to research evidence, the Earth is approximately
4.6 billion years old (Dalrymple: 1991). The history of
Homo sapiens on this planet is representative of only an
infinitesimal period of time spanning no more than two hundred
thousand years (Tattersall: 2009). Notwithstanding the pithiness
of time within which our species appears in the fossil record,

* Chief Director: Institute for Economic Research on Innovation, Faculty of Economics and Finance,
Tshwane University of Technology, Republic of South Africa.
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human beings have collectively though disparately dispersed
themselves across six of the seven continental landmasses. Even
the seventh continent, Antarctica is now hosting human bases
albeit temporarily. As humanity advances into its 21st century of
the Common Era, the planet upon which life itself is premised is
experiencing significant impacts emanating from anthropogenic
sources (White: 1967). Multiple crises are emergent in domains
as wide as Climate Change!, Energy?, Environment?®, Finance®,
and Food-security” amongst others. Underdevelopment and
unemployment remain persistent problems whilst inequality
and poverty extends beyond national boundaries. The outcomes
of many of these features occur simultaneously although their
effects that are experienced differentially across all the occupied
territories of the planet.

The preceding two thousand years gave rise to the
contemporary configuration and stratification of the planet into
193 internationally recognised sovereign states (UN: 2013: Blue
Book). The path towards achieving this institutional configuration
whilst intrinsically combined has nevertheless remained uneven,
continuously contested, and emblematic of power relations.
This essay draws upon the literatures of political economy, big
history, evolution, transitions and innovation to reflect upon our
current conjuncture. In linking together the past and the present,
the essay outlines a scenario of change that is expectant with the

1 “Climate change” is defined as a change of climate which is attributed directly or indirectly to human
activity that alters the composition of the global atmosphere and which is in addition to natural
climate variability observed over comparable time periods. (Article 1(2) UN Framework Convention
on Climate Change).

IRENA (2013).

UNEP (2012).

UNDESA (2013).

“A total of 842 million people in 2011-13, or around one in eight people in the world, were estimated
to be suffering from chronic hunger, regularly not getting enough food to conduct an active life”
(FAO: 2013).

U W
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real possibilities of achieving alternative progressive potentials.
In concluding, some of contemporary challenges towards the
realisation of normatively better futures are outlined.

COMMON YET DIFFERENTIATED

The collective history of the human species remains largely
an incomplete and unevenly-told narrative. Recent advances in
techniques and tools of measuring the past have however begun to
generate a much more complex appreciation of our shared though
divergent evolutionary histories. The study of human population
dynamics (Relethford and Harpending: 1994), genetic diversity
(Ashraf and Galor: 2012) and attempts to trace the evolution of
languages (Atkinson: 2011) generally confirm a common origin
of the species in Africa. The human species evolved slowly over
long periods of time through essentially banding together in
groups to achieve reproductive success and survive the harsh
environment of natural life. This protracted and unhurried
history saw bands of people migrate across the span of the planet.

Friedrich Engels (1876) and Vere Gordon Childe (1951) have,
amongst others, argued that human evolution separated from
being but a product of natural selection through the exploitation
improved learning and communicating capacities of the species.
Utilising these evolutionary advantages and combining them
socially afforded humanity the opportunity to build capabilities to
better study their environments, formulate and test hypotheses,
generate innovations and transmit the accumulated knowledge and
technologies across generations and geography. The establishment
of dominion over the geophysical constraints of nature allowed
the species to survive and thrive. In transiting from Palaeolithic
through Neolithic periods, agriculture saw crops and animals
domesticated.
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The emergence of agriculture and its social diffusion delinked
human evolution for its earlier ecological relationship with nature.®
Progress in terms of the human species has mainly been achieved
throughlearning, the accumulation of knowledge and its deployment
through technical, social, political and economic innovations.

In the past millennia, the human species has brought about
massive and widespread changes to the biosphere though its
application of accumulated knowledge. In such a long time frame,
different regions of the world have for different time periods
played different roles and contributed differing shares of world
outputs. No geographic segment of the human population can
therefore claim exclusivity for global development. The following
graphic illustrates some aspects of these changes.

Figure 1. Changing regional contributions to world GDP (0-2003)

Graph One: Changing Regional Contributions to
World GDP (0-2003)
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Source: Angus Maddison (2006)

6 The life of the species, both in man and in animals, consists physically in the fact that man (like the
animal) lives on organic nature; and the more universal man (or the animal) is, the more universal is
the sphere of inorganic nature on which he lives. [...] That man'’s physical and spiritual life is linked to
nature means simply that nature is linked to itself, for man is a part of nature. (Marx: 1844: 31).
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As is shown in Figure One, the recent dominance of Western
Europe and the United States of America (USA) are a relatively
recent phenomenon. According to Maddison, “advances in
population and income over the past millennium have been
sustained by three interactive processes: a) Conquest or settlement
of relatively empty areas which had fertile land, new biological
resources, or a potential to accommodate transfers of population,
crops and livestock; b) international trade and capital movements;
and ¢) technological and institutional innovation” (2006). These
processes cumulatively constructed the interconnected and
interdependent world-systems that comprise contemporary
globalisation.

Figure One also shows the dynamic and transitory nature of
economic development over the last two thousand years of our
common era. With the establishment of industrial capitalism
circa 1771, changes in the accumulation of capital established
a fundamentally different world order and trajectory (Smith,
Ricardo, Marx et al). Imperial and colonial expansion which
extended into the 20" century enjoined most of the world’s
territories into global systems (Arrighi: 2009). The processes
of conquest, exploitation and dominance embedded social,
political and economic relationships through infrastructures,
institutions and ideologies (ibid). This period also witnesses
significantly reduced shares of Africa and Asia in the world
economy as a measured by Maddison (op cite).

The 20* century largely entrenched the power and hegemony
of Western Europe, the USA and Japan. This powerful ‘troika’
would define the contours of the contemporary capitalism since
the end of the second major world war in 1945. Their path to
global hegemony was not however uncontested. The struggles for
alternatives to the predominant capitalist path of development
had many earlier antecedents but are most clearly associated with
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the revolution in Russia in 1917 and the subsequent creation
of the Union of Soviet Socialist Republics (USSR) in 1922. This
would provide a geopolitical countervailing force against capitalism
in its international variations. This was bolstered by subsequent
changes in, amongst others, China in 1949 with the establishment
of the People’s Republic of China (PRC), and in Cuba’s liberation
in 1959.

Map One shows how the world was segregated along an
east-west (socialist — capitalist) axis and a global south-north
(developing country - advanced capitalist) divide resulting in
a First World (The North Atlantic Treaty Organisation’ and its
allies); Second World (The USSR, PRC, Cuba and its Allies); and
Third World (newly independent, former colonies and usually
Non-Aligned Movement® members). There are cross-memberships
in the last two mentioned groupings.

7 Belgium (1949), Canada (1949), Denmark (1949). France (1949), Iceland (1949), ltaly (1949),
Luxembourg (1949), Netherlands (1949), Norway (1949), Portugal (1949), UK (1949), USA (1949),
Greece (1952), Turkey (1952), Germany (1955), Spain (1982), Czech Republic (1999), Hungary (1999),
Poland (1999), Bulgaria (2004), Estonia (2004), Latvia (2004), Lithuania (2004), Romania (2004),
Slovakia (2004), Slovenia (2004), Albania (2009), and Croatia (2009).

8  Afghanistan, Algeria, Angola, Bahamas, Bahrain, Bangladesh, Barbados, Belarus, Belize, Benin, Bhutan,
Bolivia, Botswana, Brunei Darussalam, Burkina Faso, Burundi, Cambodia, Cameroon, Cape Verde,
Central African Republic, Chad, Chile, Colombia, Comoros, Congo, Céte D'lvoire, Cuba, Democratic
People’s Republic Of Korea, Democratic Republic Of The Congo, Djibouti, Dominican Republic,
Ecuador, Egypt, Equatorial Guinea, Eritrea, Ethiopia, Gabon, Gambia, Chana, Grenada, Guatemala,
Guinea, Guinea-Bissau, Guyana, Honduras, India, Indonesia, Islamic Republic of Iran, Irag, Jamaica,
Jordan, Kenya, Kuwait, Lao People’s Democratic Republic, Lebanon, Lesotho, Liberia, Libyan Arab
Jamahiriya, Madagascar, Malawi, Malaysia, Maldives, Mali, Mauritania, Mauritius, Mongolia, Morocco,
Mozambique, Myanmar, Namibia, Nepal, Nicaragua, Niger, Nigeria, Oman, Pakistan, Palestine, Panama,
Papua New Guinea, Pery, Philippines, Qatar, Rwanda, Saint Lucia, Saint Vincent and the Grenadines,
Sao Tome And Principe, Saudi Arabia, Senegal, Seychelles, Sierra Leone, Singapore, Somalia, South
Africa, Sri Lanka, Sudan, Suriname, Swaziland, Syrian Arab Republic, Thailand, Timor-Leste, Togo,
Trinidad And Tobago, Tunisia, Turkmenistan, Uganda, United Arab Emirates, United Republic Of
Tanzania, Uzbekistan, Vanuatu, Venezuela, Viet Nam, Yemen, Zambia, and Zimbabwe.
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Map 1. Three worlds, one planet

Blue First World
Red Second World
Green Third World

Source: Wikimedia Commons (2012)

These ‘three’ worlds occupied the same planet whilst viewing
the world from fundamentally different ideological perspectives.
In invoking this image, we must note that we are using the concept
of ‘three worlds’ descriptively and distinctly from Mao Zedong’s
Theory on the Division of the Three Worlds (1974).° Map One
also clearly shows the anomalous position maintained by the
apartheid regime of South Africa and its ‘illegitimate’ occupation
of Namibia. The ‘cold war’ across the 20" century ensured that a
single dominant ideology did not rule the world systems. With the
death of the USSR, global capitalism sought to rewrite history in
so far as claiming victory for its world view. This has resulted in a

9 According to Mao, “the United States and the Soviet Union belong to the first world. The in-between
Japan, Europe and Canada belong to the second world. The third world is very populous. Except
Japan, Asia belongs to the third world. So does the whole of Africa and Latin America”.
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false dichotomy being established between the victorious ‘market’
system and a defeated system of ‘command’ planning. The reality
is however much more complex and interesting.

As a territory only achieving its national liberation at the
end of the 20" century, South Africa had the opportunity to draw
upon a wider range of lessons derived from experiences across
the varieties of capitalism (Anglo-American Liberal Markets,
European Coordinated Markets, Hybrid Social Models and Welfare
States, etc.), actually existing socialisms (USSR, China, and Cuba
amongst others) and a huge diversity of popular nationalisms
resulting from successful anti-colonial struggles (global South).
In advancing across the 21% century, Map Two better represents
the contemporary international division of labour and current
distribution of economic power. Map Two is drawn from the
literature generated from world-systems analysis.

Map 2. The world economy according to world—systems analysis
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In Map Two, we can identify that the ‘core’ symbolises the
mature and advanced capitalist countries which have hitherto
maintained global hegemony in production, distribution,
consumption and waste-management. These ‘core’ countries are
however not autonomous from the rest of the world. Rather,
they retain their predominance through ‘market’ relations with
the general ‘periphery’ who continue to provide largely raw
materials, natural resources and also markets for the import of
finished and capital goods. The ‘periphery’ therefore remains
relatively undiversified economically with concentrations in
the extractive industries of the primary sector (mining and
agriculture). Secondary industrialisation and manufacturing
evolves to support the primary sectors, are exogenously driven
and hence prone to the vagaries of market conditions in the ‘core’
countries (including the establishment of energy complexes). It
hasbeen argued that the export-led ‘market’ relations determined
by the ‘core’ forces ‘periphery’ countries to follow economic
policies that maintain and even expand the advantages of ‘core’
countries. Such approaches have historically tended to damage
the long-term economic prospects of ‘periphery’ countries as
their interdependency precludes real endogenous development.

An intermediate category of countries is called the ‘semi-
periphery” Immanuel Wallerstein recognised in this category
that whilst “they are weaker than core societies, they are trying
to overcome this weakness and are not as subject to outside
manipulation as peripheral societies” (Wallerstein: 1974 & 1980).
Emerging rapidly though still located in the semi-periphery, are the
countries of Brazil, Russia, India, China and South Africa (BRICS).
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Map 3. Average global adult wealth levels in 2013
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Source: Credit Suisse (2013) Global Wealth Databook

Map Three utilises the Global Wealth Databank to show the
average adult wealth levels across the countries of the planet.
Whilst such a depiction necessarily conflates variations within
countries and across regions, it does provide us with a good
correlation to the world-systems described in Map Two. Thus, we
can see that the ‘rich’ countries remain those earlier described as
mainly the core economies. Their collective wealth has largely been
maintained through recent crisis. Following this set of wealth
holders, is an “intermediate wealth category” covering the range:
US$ 25,000 to US$ 100,000. According to Credit Suisse, South
Africa was part of this group until 2012, when it was relegated to
the next lower tier called the “frontier wealth category” (2013).
This wealth category ranges from US$ 5,000 to 25,000 per adult,
covers the largest area of the world, and includes the most heavily
populated countries on the planet. In 2013, Brazil, Russia, China,
and South Africa are all within this group (op. cit.). India and the
rest of the world which are heavily concentrated in South Asia and
Central Africa occupy the fourth tier in Credit Suisse’s topography
of individual wealth with wealth ranges below US$5,000 (ibid.).
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Whereas the ‘core’ economies (also known as ‘high income
countries’ have generally determined the pace of international
economic growth, the situation changes after the 1980’s. Figure
Two shows the changes in the rates of GDP per capita expansion
by different territories of the world economy.

Figure 2. Changing international growth rates (1980 - 2011)
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Source: World Bank and International Monetary Fund (2011)

Figure Two shows the slowdown in growth rates of the
‘core’ capitalist economies (red line: high income countries),
the acceleration of ‘periphery’ countries growth rates (blue line:
developing countries) and the rapid advance of countries located
in our continent (green line: Sub-Saharan Africa) after 2002.
Whilst the positive trend in GDP per capita growth displayed
by developing countries is indicative of wider changes in the
international economy, the financial crisis of 2008 negatively
affects all three categories of countries.
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As these territorial changes impact the international political
economy, growing divergence in GDP growth rates between the
countries of the ‘core’ capitalist countries) and those that were
previously designated as the ‘periphery’ or a combination of the
‘second’ and ‘third’ worlds. Even the Organisation for Economic
Cooperation and Development (OECD)' acknowledges that
the “realignment of the world economy is not a transitory
phenomenon, but represents a structural change of historical
significance” (2012).

EMERGENT PROPERTIES

Whilst countries still collate national accounts to determine
their ‘gross domestic production,” the rise of trans-national
corporations (TNCs) has accelerated to the extent that many of
them now earn ‘turn-over’ incomes that are larger than the sizes of
some country’s GDP figures. Thus, according to the Transnational
Institute, 40 of the world’s largest economies are now TNCs. Figure
Three shows the rank league of the world’s ‘biggest’ economies in
2012.

10 Membership (accession year): Australia (1971), Austria (1961), Belgium (1961), Canada (1961),
Chile (2010), Czech Republic (1995), Denmark (1961), Estonia (2010), Finland (1969), France (1961),
Germany (1961), Greece (1961), Hungary (1996), Iceland (1961), Ireland (1961), Israel (2010), Italy
(1962), Japan (1964), Korea (1996), Luxembourg (1961), Mexico (1994), Netherlands (1961), New
Zealand (1973), Norway (1961), Poland (1996), Portugal (1961), Slovak Republic (2000), Slovenia
(2010), Spain (1961), Sweden (1961), Switzerland (1961), Turkey (1961), United Kingdom (1961),
United States of America (1961).
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Figure 3. List of the world’s biggest economies (2012).
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These TNC’s are also predominantly, albeit for mainly

historical reasons, located in the core capitalist countries. Map

Four shows the location of the registered head offices of the
world’s major TNCs in 2012. Whilst TNCs from BRICS are making
their presence felt on the global scene, the majority of them

remain based in the ‘core’ capitalist countries and especially in
the members of the OECD.

369



RASIGAN MAHARATH

Map 4. Location of the Forbes top 200 trans-national
corporations (2011)
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According to the Tax Justice Network, approximately US$
32 trillion was transferred from home countries into tax havens
abroad. The research also showed that the total worth of these
assets far exceeded the value of the overseas debts of the countries
from which they had originated from. In the three decades between
1980 and 2009, it was estimated that nearly US$ 1, 5 trillion
cumulatively flowed illegally out of Africa (AfDB: 2013). Even the

1'* (APP) is now concerned with this situation

African Progress Pane
as it released the following statistical data at its recent appearance

at the World Economic Forum in Cape Town (2013).

11 According to its website, the APP consists of 10 distinguished individuals from the private and public
sectors who advocate for shared responsibility between African leaders and their international
partners to promote equitable and sustainable development for Africa.
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Figure 4. Balance of financial flows in Africa (2012)
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Figure four shows that while Africa received an average of
US$ 62.2 billion as inflows combining Aid and Foreign Direct
Investments, the continent loses approximately US$ 63.4 billion
through trade mispricingand otherillegal transfers abroad between
2006 and 2010. Albeit conventional economics, this still represents
a net loss of US$ 1.2 billion. When correlated with the data from
the Tax Justice Network and the African Development Bank, these
numbers may represent some serious under-estimation.

Scholars such as Rudolf Hilferding described the
transformation of competitive and pluralisticliberal capitalism into
monopolistic ‘finance capital’ (1910). The unification of industrial,
mercantile and banking interests had defused the earlier liberal
capitalist demands for the reduction of the economic role of a
mercantilist state. Finance capital rather sought a centralised and
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privilege-dispensing state. According to Hilferding, this changed
the demands of capital and of the bourgeoisie from when its
initial constitutional demands affected all citizens alike towards
now seeking, under the direction of a strengthening finance
sector, state intervention on behalf of the wealth-owning classes:
capitalists, rather than the nobility of the Feudal and earlier modes
of production (ibid.).

David Harvey (1982) recognised that in the circuit of capital,
the owners of the means of production and labour would ultimately
also have to be the potential customers for the products and
services created. Within a closed system, the same enterprise would
need to generate additional value which would need to be greater
than merely the sum of the labour and the capital utilised in the
process of production. Such ‘additional value’ becomes realisable
through the establishment of future prices. Ultimately, the actual
profit remains the value created in a process of surplus extraction,
namely, exploitation. It is against this difference between the full
cash value of today’s product and future commodity value (that
are yet to be produced), that the credit system was established and
‘fictitious capital’ was created. This factitious capital represents
money brought into circulation as capital without any material
basis in commodities or actual ‘productive’ activity. It is upon
this basis that the banking system expanded and eventually would
come to occupy such a significant role in contemporary society.

Global capitalism has never been stagnant as it continuously
adapts to a changing world in so far as it tries forever to recreate the
world in its image - that is, to make the world fit to its objectives of
accumulation. To achieve growth beyond territorial incorporation
requires constant attempts at securing global resources and
providing returns to investments. Thus, the world has experienced
the booming of a so-called ‘fictional capital’ as opposed to
productive capital. The gap between the two capitals has expanded
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exponentially over the last few decades. This rising amount of
value is invested through Banks as credit and is then ‘lent’ to other
investment opportunities as debt. This oversimplification should
suffice to describe the relationship between capitalist productive
and finance speculation. Figures Five and Six show the changes
in total values over the last decades. The data utilised in these
figures serve an illustrative purpose as the actual numbers remain
contested and are held variously by different multilateral and
national agencies.

Figure 5. Capital market sizes (1990)
Financial Markets 1990

1 47Tri||ion $

Value of the
FOREX Market

22 rritlion

Value of all produced
goods and services

World GDP Total Value of Capital Markets e
Source: Handelsblatt: HB-Research (2011)

In 1990, the combined monetary value of all the finished
goods and services produced within all the countries of the
world borders was approximately US$ 22 trillion." This total of
world GDP is inclusive of all of private and public consumption,
government outlays, investments and exports less imports. During
the same period, the estimated total value of speculative markets
was about US$ 158 trillion and was made up (sic) of US$ 2 trillion

12 One trillion is one thousand billion or written as a number as 1, 000, 000, 000, 000.00.
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derivatives traded off-market, US$ 9 trillion of traded shares and
bonds and US$ 147 trillion of foreign exchange or currency trades.
Whilst the gap between these two components of the economy are
indeed large, their subsequent growth as indicated in Figure Five
is of particular intrest.

Figure 6. Market sizes (2010)

Financial Markets 2010
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Source: Handelsblatt: Spiegel, LWF, BIZ and WFE.

Within the span of two decades, the total value of all produced
goods and services had grown 2.8 times to reach US$ 63 trillion,
the scale of increase in the total value of speculative capital was
now marked as US$ 1,643 trillion. This was indicative of growth
approximately 10.4 times the earlier value. This illustrative
description accords well with the conceptual analysis of Robert
Kurz who suggested that the sheer scale of finance capital’s ‘flight
forward’ into purely speculative forms has mortgaged society to a
‘debt’ of future, unrealised - and unrealisable - surplus value that
would, as measured in surplus labour, be equal not only to several
centuries of ceaseless labour by the world’s total population but to
the surplus labour of multiple earths (1995).
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All of these recent adaptations in the format of global
capitalism have not fundamentally altered the capitalist mode
of production. Rather, they have served to modify and adjust
capitalism into its current structure and organisation. These
processes have collectively facilitated fantastic concentrations
of wealth on a global scale. Figure Seven draws from Credit
Suisse data and shows the wealth ‘pyramid’ structure of the
world in 2012.

Figure 7. Global wealth pyramid (2013)

32m
©.7%)

>UusD 1 mAUSD 98.7 trn (41.0%)

361 m
UsSD 100,000 to 1 m (7.7%) USD 101.8 trn (42.3%)

1,066 m
USD 10,000 to 100,000 (22.9%) USD 33.0tmn (13.7%)
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Wealth (percent of weorld)
Number of adults (percent of world population)

Source: Credit Suisse (2013)

Figure Seven shows that a minority of the world’s population
(0.7%) holds approximately 41% of the wealth of the world, whilst
68.7% of the population share 3.0% of the wealth of the world in
2013. In real terms, 32 million people have a total wealth of US$
98.7 trillion; whilst 3.2 billion people share only US$ 7.3 trillion.
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FINITE AND INFINITE: DEVELOPMENTAL CHALLENGES

The planet is now undergoing a massive reduction of
global biodiversity as warming weather changes the climate
and human encroachment expands. Exacerbating uncertainty
is the recognition that the world’s weather patterns have been
radically altered making abrupt climate change unpredictable
though inevitable. This situation is compounded by the continued
extraction of non-renewable resources and the dominance of
unsustainable consumption patterns. Together these factors
conspire towards defining our current epoch as the Anthropocene.
Whilst the exact dating of this geological era remains unclear,
consensus is emerging which locates its origins in the Industrial
Revolution of the late 18% century CE (Zalasiewicz et al.: 2008,
amongst others). This coincides with the establishment of the
current dominant mode of production, consumption, distribution

and waste-management.

Current changes to the climate and potentially irreversible
climate change implies the loss of productive land, extreme
weather conditions, rising sea waters, massive dislocation of
people, desertification and serious economic and social upheaval.
Other resource shortages like fresh water, forests, agricultural
land, and biodiversity are being severely impacted. Depletion of
oil and gas reserves impacts directly on the lives of the billions
of people of the world and the fragile biosphere.

The current production paradigm remains locked into fossil
fuel dependencies that include energy intensive extraction, long
distance transportation, and mass-scale production systems. This
underlying energy-complex that is linked to a myriad of services
and products constitutes an important site of conflict in the face
of recognising the planet as a finite eco-system system in itself.
The mineral endowments of the planet developed over billions of
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years yet its rate of extraction has accelerated with the advance
of science and technology. The net effect is that the stocks of
planetary resources are being depleted faster than nature can
replenish them. This is taking place with a seeming indifference
to intergenerational concerns. The following graphic illustrates
research conducted by the Stockholm Resilience Centre which
sought to identify and quantify a set of nine planetary boundaries
within which humanity could continue to develop and thereby
thrive for generations to come.

Figure 8. Planetary boundaries
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Figure eight shows the nine main ‘earth-system processes’ that
support life on our planet. The nine include: stratospheric ozone
layer; biodiversity; chemicals dispersion; climate change; ocean
acidification; freshwater consumption and the global hydrological
cycle; land system change; nitrogen and phosphorus inputs to the
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biosphere and oceans; and atmospheric aerosol loading. According
to them, crossing these boundaries would generate abrupt or
irreversible environmental changes.

The planet currently faces multiple tipping points that will
ultimately signal the failing of some of the world’s ecosystems,
with life-threatening consequences for all. The boundaries for
these processes recognise the limits within which humankind can
safely operate and are indicated by the blue zone in Figure Ten.
Seven of these processes have clear boundaries established by
science, whilst simultaneously confirming the importance of the
principle of uncertainty. Three of those boundaries - for climate
change, ocean acidification and stratospheric ozone depletion —
represent tipping points, and the other four signify the onset of
irreversible degradation. The remaining two processes comprising
atmospheric aerosol pollution and global chemical pollution have
no determined limits, due to their recent age and lack of long time-
series datasets. They therefore argued in favour of respecting the
boundaries as a means to reduce the risks to human society of
crossing these thresholds.

As Fred Magdoff and John Foster explain: “(s)taying within
each of these boundaries is considered essential to maintaining
the relatively benign climate and environmental conditions that
have existed during the last 12,000 years (the Holocene epoch)”
(2011). According to scientific evidence currently available,
Magdoff and Foster suggest that we have already exceeded three
of these: climate change, biodiversity and the nitrogen cycle. A
number of others are in danger of being transgressed in the near
future: ocean acidification, global freshwater use, change in land
use and the phosphorous cycle (Magdoff and Foster: 2011).

The scientific consensus is that global warming is largely the
result of increased atmospheric concentrations of carbon dioxide
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and other greenhouse gas emissions. The growth in emissions is
caused by human activities, primarily fossil fuel combustion and
changes in land use, such as agriculture and deforestation. The
most recent report of the Intergovernmental Panel on Climate
Change affirms this perspective and states that “It is extremely
likely that more than half of the observed increase in global
average surface temperature from 1951 to 2010 was caused by
the anthropogenic increase in greenhouse gas concentrations and
other anthropogenic forcings together” (2013). This warming,
along with the associated changes in precipitation, drought, heat
waves, and sea-level rise, will have important consequences for the
ecosystems of the planet, the global political economy, governance
and social relations.

According to an assessment by John Bellamy Foster, Brett
Clark, and Richard York (2010), the source of our ecological crisis
can be traced to the paradox of wealth in capitalist society, which
expands individual riches at the expense of public wealth (including
the wealth of nature). Emerging from the process of private
accumulation is a huge ecological rift is driven between human
beings and nature. Foster et al argue that the rift in the metabolic
relation between humanity and nature is irreparable within
capitalist society. Fundamental changes in social relations must
occur if the ecological and social problems currently confronting
the planet are to be transcended. Their analysis points importantly
towards moving beyond the current regime of capital, which may
be characterised as a form of neo-liberalism, and the necessity of
advancing towards a society of sustainable human development.
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ECONOMICS, THE POLITICAL ECONOMY
AND ALTERNATIVE TRAJECTORIES

The global economic crisis of 2009 has opened space for more
deliberation in the discourse on economics. Whilst neoliberal
ideas overwhelmingly dominate the teaching of economics, this
practice has attracted significant dissonance. Thus, contemporary
heterodox theories are rising in prominence and includes in
its ranks Post-Keynesians who offer a radical interpretation of
Keynes now emphasising uncertainty and the role of money;
Post-Structuralists who emphasise interactions of popular
struggles, aggregate demands and the constraints of market
fundamentalism’s; and Neo-Institutionalists who stress impacts of
culture, tradition, and institutional inertia in shaping the current
economy. Another school that is also providing fresh insights into
our current dilemmas is the school of Evolutionary Economic that
represent a Neo-Schumpeterian tradition. This later grouping
emphasises the role of creative destruction, innovation and
entrepreneurship

The emerging convergence on the centrality of the neo-
Schumpeterian framing of ‘creative destruction’ bridges literatures
from those concerned with the economic growth and development.
In its original formulation, Marx had recognised that ‘creative
destruction’ formed a critical dynamic of the capitalist mode of
production whereby the economic structure incessantly destroys
its older version whilst constantly creating a new variety. Joseph
Schumpeter built upon this and further specified ‘innovation’ as
being the result of the: 1) introduction of a new good or a new
quality of the good; 2) introduction of a new method of production;
3) opening of a new market; 4) conquest of a new source of supply;
and 5) carrying out of the new organisation of an industry (1934).
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The neo-Schumpeterian approach also builds on Kondratiev’s
work on periods of economic expansion and contraction in the
development of capitalist economies and Schumpeter’s theory
on the role of entrepreneurs in stimulating innovation and thus
creating the technological breakthroughs that form the basis of
a new phase of economic expansion. Innovation in this model is
closely related to the concept of ‘creative destruction.” Long Waves
(so-called Kondratiev waves), are frequently used as an explanatory
model of crises, depressions and upswings in the world economy
since the beginning of the Industrial revolution in Britain at the
end of the 18" century. Inspired by Joseph Schumpeter and his
theories of ‘creative destruction’ as a driving dynamic of capitalist
development, Carlota Pérez has together with Chris Freeman
developed interesting trajectories of what they term technological
revolutions and techno-economic paradigms. Carlota Pérez has in
recent publications and presentations sketched how “long waves
and great surges” have developed over time.

Table 1. Technological economic paradigms - long waves and
great surges

Spreading from Core  Starting Great Surges in Development and Successive

Country Technological Revolutions

Britain 1771 | “Industrial revolution”, machinery, factories

Britain 1829 | Age of steam, coal, iron and railways

Britain, USA and 1875 | Age of steel, heavy engineering (electrical,

Germany chemical)

USA 1908 | Age of the automobile, oil, petrochemicals
and mass production

USA 1971 |Ageof ICT

USA? Europe? Both? 2077 | Age of biotechnology, nanotechnology,

Other? bioelectronics and new materials

Source: Pérez (2009)
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Perez has established that technical change occurs by
revolutions in market economies. According to Perez, capitalism
has experienced pendulum swings every two or three decades
which link from the Installation Period led by finance, with
unfettered free markets to force the propagation of the
technological revolution through to a Deployment Period led
by production aided by government to fully spread the new
potential across the economy and its benefits across society. A
major financial crash marks the swing of the pendulum.

According to Carlota Pérez the world is now in a crisis
period, or a painful transition, from the current techno-economic
paradigm to a successor system. According to Perez, “(t)he world is
currently going through the turning point. The future is now being
defined globally, and in each country” (2011). Perez has argued
that the Fifth Kondratiev Wave which carried by the diffusion
of ICT technologies is now exhausted with the a Sixth Wave
currently in emergence. What is clear is that the Sixth Wave will
see the light with a lot of expectations and possibilities but also
a lot of challenges. For Jeremy Rifkin, the next wave of economic
development represents a ‘third industrial revolution’ (2011).

Rifkin also addresses the metabolic rift by proposing a
symbiosis between people, their structures and the biosphere.'®
According to Rifkin “If every human life, the species as a whole,
and all other life-forms are entwined with one another and
with the geochemistry of the planet in a rich and complex
choreography that sustains life itself, then we are all dependant
on and responsible for the health of the whole organism. Carrying
out that responsibility means living out our individual lives in
our neighbourhoods and communities in ways that promote the

13 Defined as the narrow band that extends some forty miles from the ocean floor to outer space where
living creatures and the Earth’s geochemical processes interact to sustain each other (Rifkin: 2011: 4).
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general well-being of the larger biosphere within which we dwell.
The Third Industrial Revolution offers just such an opportunity”
(2011: 4).

Comin and Ferrer, in a recent paper using data from the
last two hundred years show that there has been convergence
in adoption of technology lags between rich and poor countries
whilst there has been divergence in penetration rates. They show
that these changes in the pattern of technology diffusion account
for 80% of the Great Income Divergence between rich and poor
countries since 1820 (2013). According to the OECD “Developing
countries are still accumulating capital and labour but they are also
improving their capabilities and increasingly using and producing
innovations. However, mastering technology and knowledge in
order to move up the value chain is still a goal to be achieved for
most of them” (2013: 5).

Bengt-Ake Lundvall and Susana Borras, amongst other
Innovation Scholars and evolutionary economists, have argued
that “The increased importance of innovation reflects the fact that
it represents a major response to intensifying competition by
enhancing the learning abilities of firms and workers. Neither
firms nor regions can establish sustainable growth without
innovation and learning” (Lundvall and Borras: 1997: 14). The
utilisation of a system of innovation framework may therefore
suggest two diametrically opposed though intrinsically contested
opportunities. On the one hand, the NSI may assume the role
of reproducing the hegemonic relations of production that form
the political economy and thereby act to preserve the inequalities
inherent in particular accumulation trajectories. On the other
hand, and especially because the practices of NSI tend to identify
the embedded constraints on development, the discourse holds the
possibility of radical systemic and structural transformation.
Thelatter of courseis an interpretation premised upon a materialist
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critique of the political economy and hence contingent upon the
agency of contestation and engagement.

As established by Lundvall, “the innovation process is an
interactive process of a social nature (1996). He determined at
least three levels of interaction, namely: 1) Interaction between
different steps of the innovation process; 2) Interaction
between organisations, and 3) Interaction between different
departments of the same firm (ibid.). Lazaric and Lorenz have
also argued that at each of these levels “agents and individuals
communicate and co-operate. They need to develop a common
language and modes of interpretation and, above all, trust in
order to overcome some of the uncertainties characterising
the innovation process (1997). For Lundvall and Borras this
establishes a key reason for “why the learning economy cannot
function without a minimum of social cohesion” (1997: 30).

As evidenced especially in the core, advanced and mature
economies: “A firm’s capacity to learn and transform in this
new context is a crucial competitiveness factor. There is a
definite need to constantly rebuild the skills of the individual
and the technological and organisational competencies of the
firm” (Lundvall and Borras: 1997: 35). This results in the “main
reason why learning has become more important has to do with
the dialectics between learning and change. Rapid change implies a
need forrapidlearning, and those involved in rapid learning impose
change on the environment and on other people” (Lundvall and
Borras: 1997: 35). The increased pace of technological change
and innovation is in itself embedded in a larger context of the
knowledge production process and its relation to economic activity.

Even the OECD acknowledges that the successful development
depends on “a good plan, the resources to implement it, and long-
term commitment and implementation capabilities. It also requires
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the ability to co-ordinate actions in multiple fields and to reorient
actions when goals are not achieved, and to create permanent
spaces for dialogue with the relevant stakeholders (including
firms, universities and civil society)” (2013: 14).

The degree to which thelong term future of the countryis freed
from such fundamentalist orthodoxy and enables the construction
of an endogenous path beyond what capitalism dictates will
ultimately determine the fate of the country. Blind faith in neo-
classical economic axioms including the ‘trickle-down effect’ and
markets as the exclusive mechanisms to determine choices will
indeed ensure the persistence of inequality, underdevelopment
and unemployment. As Foster and Clark have argued “the common
solution is to be sought in a ‘revolutionary reconstitution of society
at large,” going beyond the regime of capital” (2012).

New productive systems orientated towards a more
sustainable paradigm are actually being built and the BRICS provide
an excellent terrain upon which these are being actualised. Thus,
China has recently emerged as the country with the highest public
market financing in the clean energy sector. While the USA was
ranked first in terms of its total clean energy investment in 2008,
by 2010 it had been overtaken by both China and Germany. China
has also been able to secure more than twice the asset financing
(US$ 47.3 Billion versus US$ 21 Billion) for clean energy projects
in 2010 than the USA (Third Way: 2011).

With such massive changes in resource mobilisation, it is
not surprising that Chinese companies represented nearly 60%
of all clean energy technology initial public offering (IPOs) in
the world in 2010 (ibid.). According to Ernst and Young,'* China
has replaced the USA in terms of its attractiveness for renewable
energy investments and received nearly 20% of total global clean

14 Ernst & Young (2011) Renewable Energy Country Attractiveness Indices, Issue 31 [November].
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energy investment in 2010. The ability of China to attract US$
54.4 Billion in clean energy financing in 2010 represented a 39%
increase over 2009 and was equal to the entire amount of clean
energy investment worldwide in 2004 (Third Way: 2011).

CONCLUSIONS

The contemporary system of global capitalism enveloping
the planet remains marked by distinct patters of combined and
uneven development. The resulting inequalities, marginalisation
and exclusion require a fundamental reassessment of the current
productive paradigm as its trajectory seems irrevocably headed
towards an impending ecological catastrophe. Converging global
living standards between the more developed with the rapidly
developing parts of the world, as exemplified by the rapid catching
up of BRICS with the OECD exerts further stresses on the planetary
boundaries (op. cit.).

Whilst the human species has indeed expanded and extended
its dominance over the planet, the means which have initiated this
hegemony remain relatively simple though crucial innovations
that established a divergent trajectory from other competing
species. According to Tudge, “two crucial innovations in particular
have enabled us to alter the planet to suit ourselves and thus
permit unparalleled expansion: speech (which implies instant
transmission of an open-ended range of conscious thoughts) and
agriculture (which causes the world to produce more human food
than unaided nature would do)” (1989). Tudge argues further that
“(s)urvival beyond the next century in a tolerable state seems most
unlikely unless all religions and economies begin to take account
of the facts of biology. This, if it occurred, would be a step in
cultural evolution that would compare in import with the birth of
agriculture” (ibid.).
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The spectacular performance of China is sufficient evidence
that changing pathways and breaking with dependencies are
indeed possible. Tools of innovation systems and evolutionary
economics hold the potential for enabling a just and socially
inclusive technological trajectory. Such an approach however
requires increased levels of trust to be re-established across
households and enterprises. Such an effort will also require global
cooperation in facilitating equality and sustainable development
outcomes whilst supporting and consolidating the capabilities to
generate public goods in science and technology.

Notwithstanding this remarkable transformation of the
global division of labour, the vast majority of citizens within
the BRICS countries have not experienced the widespread
availability of material benefits through improved living
standards. Other developing countries, especially in the
surrounding neighbourhoods of the BRICS would need to
also be incorporated into virtuous forms of development and
thus be poised to rise as a communal entity. The anachronistic
institutions wherein which human and social stratification is
maintained will prove to be the collective barrier to progressive
transformation. Epochal challenges demand massive changes
on a planetary scale. Agitating for an equitable, shared and
sustainable world may still seem like demanding the impossible.
Unfortunately, or fortunately, it is the only realistic recourse
for the human species.
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et me begin with one of the formative myths of the Sri
Lankan state. It deals with the introduction of Buddhism
to the country, in the 2nd century BC. The king at the time,
Devanampiyatissa, was out hunting when he came across a strange
man in the forests of Mihintale. This was Mahinda, the son, or
some say the brother, of the Mauryan Emperor Asoka, who had
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converted to Buddhism after a terrible war in which, to complete
his conquest of India, he had slaughtered thousands.

When the monk saw Tissa, he asked him whether he saw the
mango tree before them. Tissa said yes, and then the monk asked
whether there were other mango trees. Tissa said yes, and then
the monk asked if there were trees other than mango trees. Tissa
said yes again, whereupon the monk asked whether, apart from all
the other mango trees, and all the other trees that were not mango
trees in the world, there were any other trees.

Tissa thought hard, and then replied that there was indeed
the original mango tree the monk had pointed out. This was when
Mahinda decided that Tissa was a fit person to understand the
doctrines of Buddhism, so he preached to him and converted him
and through him his people. Buddhism has since been the dominant
religion in Sri Lanka, though, I think uniquely, we also have
substantial proportions of our population belonging to the other
principal faiths of the world, Hinduism and Islam and Christianity.

When I was young I used to think the story a silly one, but
I have since understood its implications for the way we should
look at the world. It seems to me now the epitome of what I would
describe as the Eastern vision of the individual, society and the
world, as opposed to the dichotomies the West believes in, and
therefore often creates. In what I would posit as an ideal concept
of our relations with the world, we should see ourselves as existing
at the centre of several concentric circles, to all of which we belong.
While we share aspects of identity with others belonging to those
circles, ultimately we need also to be aware of the unique nature of
our own individuality.

The negative aspects of a different view of the world were
brought out by the Indian critic Nirmal Verma when he wrote
that, for Indians, “The self was always accepted as self-referential;
the ‘other’ was neither a threat to their identity, nor a source of
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confirmation of their uniqueness. This was very different from the
European notion of the ‘other’, an inalienable entity external to
oneself, which was both a source of terror and an object of desire.™

For Sri Lanka, the myth is also an object lesson as to how we
should conduct our Foreign Policy. Given our location, and the
cultural links we share, we need to see India as our primary source
of reference in our relations with the world. We need then to be
aware of our links with Asia, and the common problems we face in
developing commercially and industrially when the West is so far
ahead of us and has competitive advantages.

We need also to strengthen links with other countries in what
used to be called, and perhaps still should be, the Non-Aligned
World. I am glad therefore that our Ministry of External Affairs
has recently expressed its determination to set up more missions
in Africa and in Latin America, countries we tended to neglect in
the past. At the same time I should note that some of our senior
diplomats are not supportive of that view, and they seem rather to
believe that we should still accept the primacy of the West in our
international relations.?

1 The passage is worth quoting at length - “The self was always accepted as self-referential; the
‘other’ was neither a threat to their identity, nor a source of confirmation of their uniqueness.
This was very different from the European notion of the ‘other’, an inalienable entity external to
oneself, which was both a source of terror and an object of desire. Sartre’s famous statement, ‘hell
is the other’, carries a strong echo of Hegel, who always defined one’s identity as ‘identity against
the other’, either to be appropriated or to be destroyed. By defining the identity of the self in this
manner, however, a European finds himself entrapped in his own contradiction; if he succeeds
in completely subjugating the other, the identity of his own self becomes dubious. He wants to
become whole by destroying the other, but without the other, he becomes nothing”” India and
Europe: Some Reflections on the Self and the Other”, Nirmal Verma, 1993.

2 Asis noted below, a distinguished Indian journalist told me that some of our diplomats seemed to
suffer from what he termed the China syndrome that had affected Indian bureaucrats after 1962.
Following the Sino-Indian War, several Indian bureaucrats saw China as intrinsically an enemy, never
to be trusted. His view was that, following the hostilities that led to the Indo-Lankan Accord of 1987
being imposed on Sri Lanka, some Sri Lankans were incurably wary of India. His argument of course
was that those stuck in mindsets connected with past hostilities need to awaken to current realities.
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That proved a recipe for disaster for us in the eighties.
Whereas what I would call traditional Sri Lankan Foreign Policy,
as practiced most successfully by both Mr. and Mrs. Bandaranaike
when they were Prime Ministers, was that of Non-Alignment, the
government elected in 1977, led by J R Jayewardene, who had also
been known as Yankee Dicky, decided to become a fully fledged
Cold War Warrior. This was perhaps understandable, because he
wanted to change our economic outlook, which had been stuck
previously in statist socialism. But in his eagerness to encourage
private sector activity, which in itself I believe was a very good
thing, he swallowed wholesale the idea that we needed total
integration with all Western systems.

Sadly this led to conflict with India, which, though I believe
she was essentially Non-Aligned (and certainly never embarked
on the economic excesses that we engaged in) was seen, in the
dichotomizing view of the West, as a Soviet ally. We tried to
persuade the Americans to use the port of Trincomalee,® and
gratuitously stopped an Indian firm from using the old oil tanks
that had lain unused there since the Second World War. Even
more upsettingly perhaps, and ironically, given how outdated the
technology soon became, we agreed to allow the United States to
set up a Voice of America station opposite the Indian Coast, which
of course rang alarm bells.

How seriously the Indians took all this became apparent
when they intervened in our efforts to eradicate the terrorist
forces that they had in fact helped nurture. This is still held against
them by some Sri Lankan commentators, but I think we should
also remember our own adventurism. Certainly, once an Accord

3 lam not sure the Americans even wanted this, since at that time they had got Diego Garcia from the
British, with its inhabitants obligingly thrown out, in one of the worst violations of Human Rights that
sadly the international community has failed to address.
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was signed which removed the threats noted above, India proved a
solid ally, and stood by us when we finally decided, after decades of
efforts at negotiation, to take on the terrorists militarily. There is
no doubt that it was the support of India, together with the refusal
of most third world countries, such as Brazil and South Africa, to
succumb to Western pressures, and also the assistance of former
Communist states such as China and Russia, that enabled us to
conclude the operation successfully — though I should also note
that the United States was less aggressively opposed to us initially,
given the commitment of its then President and its Defence
establishment to consistency in dealing with terrorism.

I had believed then that we had learned our lesson, and
that we were back in the cocoon of friendship towards all, with
stress on our geographical neighbors, that had given us a leverage
in international affairs in the seventies. But recent events have
suggested that the old dichotomies are raising their heads again,
propelled by the Western view of how international relations
should be conducted, with its propensity to relentless othering,
and fuelled by a strange combination of resentment and ignorance
on the Sri Lankan side.

kokok

Sri Lanka has had very good relations with China over the
last 60 years and more. Indeed, we first established a trade link
the Chinese are still grateful for in the time of the United National
Party, the more right wing of our two major parties (the other
being the Sri Lanka Freedom Party that was founded by Mr.
Bandaranaike, and to which the present President belongs). This
was through a Rubber Rice Pact, at a time when the United States
had spun a web of trade restrictions around China, after the
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Communist takeover. Our Commerce Minister at the time, a scion
of the Senanayake family that had founded the UNP and provided
our first two Prime Ministers, was a radical who soon afterwards
joined the SLFP, and he arranged a deal whereby the Chinese
received our rubber in exchange for the rice they were finding it
difficult to sell on the world market. I need hardly add that this was
soon after the Korean War, when the Chinese were in desperate
need of rubber.

The friendship that developed then has been perhaps our
most longstanding international alliance. It was not broken during
the Sino-Indian War of 1962, when our close relationship with
India continued, and Mrs. Bandaranaike indeed offered to broker
negotiations, an offer that both sides seemed to appreciate though
it was not taken up. I should note that Mrs. Bandaranaike in fact
brought relations with India to a new height, and this allowed us
to continue a trusting friendship even though we maintained our
friendship with Pakistan during the Indo-Pakistan Wars of 1965
and 1971. Indeed we even allowed Pakistani planes, which could
not fly over India, to refuel in Sri Lanka during the latter war,
but Mrs. Gandhi did not hold this against us and soon afterwards
conceded to Sri Lanka ownership of a disputed island between the
two countries, much to the chagrin of politicians in the southern
state of Tamil Nadu which had wanted the island for itself.

This then was an example of the inclusive foreign policy that
we followed, maintaining good relations with all countries with
particular stress on close understanding with our neighbors.
But all this changed with the election of 1977, which brought
Jayewardene to power. Unfortunately, to add to his predilection
for the oppositional mindset of the West, he also had appalling
relations with Mrs. Gandhi. Thinking that she had been conclusively
defeated, as Mrs. Bandaranaike had been, he was quite rude about
her. Unfortunately for him, the strong arm tactics he used in Sri
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Lanka both to stop Mrs. Bandaranaike standing against him for
the Presidency, and to postpone Parliamentary elections for 6
years (cheered on, I should note, by the West, in those Reaganite
days when democracy counted for nothing), could not be tried in
the much more entrenched democracy of India, and Mrs. Gandhi
was soon afterwards back in power.

Ironically, in those days, our continuing friendship with China
was in accordance with the Western strategy of all out persecution
of those it perceived to be its greatest enemies. For this purpose it
was happy to use unlikely allies, the Taliban against the Russians in
Afghanistan, Saddam Hussein against the Ayatollah, the Chinese,
along with the Pakistanis, against the Indians. In such a context
India was quite right to be wary, and of us too. We should not
forget that, even if the United States was not engaged in active
subversion in India, it had no qualms about funding General Zia
ul Haq to support terrorists against their joint enemies. For him
these included India. After all, when President Clinton reacted
to the Al Qaeda attack on the USS Cole, and bombed a Taliban
training camp, the casualties were Kashmiri terrorists.

Our friendship with China at that time though, while fitting
into our efforts to position ourselves on the American side in
those dying days of the Cold War, does not seem to have caused
India any concern. Though obviously wary of possible incursions
into disputed border areas, India had no reason to see China then
as a threat in any other respect. Economically it was still struggling
to adjust itself to new policies and programs — as indeed India was
doing, more slowly, though with fewer humps to overcome - and
there was no question then of competing for influence in the region
or in potential markets. The alliance with Pakistan was of course a
constant worry, but this had existed for years, and it was not seen
as part of a general strategy for the sub-continent. Conversely,
though India had extremely cordial relations with Vietnam, and
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with Cambodia following the ousting of the Khmer Rouge, China
did not see this as threatening, despite its own war with Vietnam,
which it saw as a Soviet ally without necessarily assuming that its
friendship with India meant that India was also an enemy.

In short, China too based its foreign policies on the inclusive
perspective I sketched out above. Unlike the Western policy of
confrontation — unless you are wholly on my side, I must treat you
as an enemy — the Chinese view was that, except when hostilities
did occur, everyone could be treated as a potential ally. Thus, as
far as Sri Lanka is concerned, we have never had expressions of
hostility towards India or efforts to drive a wedge between Sri
Lanka and India. On the contrary, right through our conflict with
the Tigers, China made it clear that we needed to ensure that India
was supportive.

This was advice that we well understood. On the positive side,
we had found India solidly supportive when the Tiger terrorists
seemed to have convinced the Western world that they were on
a par with the Sri Lankan government. On the negative side, we
had seen in 1987 that, contrary to Jayewardene’s expectations,*
the West had no intention of stepping in when India intervened to
prevent us defeating the Tigers militarily. It was therefore crystal
clear to us that mutual confidence between India and Sri Lanka
was crucial to our victory over terrorism, and this was maintained.

In 2009 we scored a remarkable victory at the Human Rights
Council in Geneva when the West tried to pass a resolution against

4 On an earlier occasion he had indeed sent his Foreign Minister to ask the British whether he could
invoke the Mutual Defence Treaty we had signed with Britain in 1947 when we got our independence,
to be met with a polite if definite refusal. | was told that Mrs. Thatcher had been inclined to agree,
given the support Sri Lanka had given Britain during the Falklands War — which had precipitated
a resolution against us by Argentina at the Human Rights Committee in Geneva which paved the
way for what the Indians termed humanitarian assistance in 1987. But the British Foreign Office had
explained to her that this was impossible.
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us after our victory against the Tigers. Our ambassador then, Dayan
Jayatilleka, who is perhaps the best exponent of the old Foreign
Policy doctrines that had stood us in good stead in the past, took
with him into negotiations with the West the ambassadors of India
and Pakistan® The Chinese and Russian and Egyptian and Cuban
ambassadors, the latter two as heads of the grouping of Islamic
Nations and the Non-Aligned, had been principal advisers. The
Brazilian ambassador helped to sway some of the South American
countries that had initially signed the Western initiative for a
special session, while the South Africans and other Africans also
gave solid support.

The event exemplified the manner in which a small nation
should conduct its foreign policy. But less than three years later we
were in the dock again, and this time a resolution critical of us was
carried. And in 2013 indeed Brazil voted against us.® The reasons
for this lie largely in the dichotomizing approach we adopted
towards our foreign policy, dragged in the train of the Cold War
hostility between the United States and China.

kokk

Sri Lanka found itself in a strange position indeed in 2009. We
had overcome a terrorist movement, the Liberation Tigers of Tamil
Eelam (LTTE) that had held the country hostage for a quarter of a
century, Massive explosions all over the country had cost hundreds

5 Who would discuss matters in a language no one else there understood, and then convey their advice
to Dayan. This was Urdu, the language of both Hindu and Muslim elites in the old British India, before
partition, now the official language of Pakistan.

6  Though | am told this was contrary to the advice given by your Mission in Colombo, and was
precipitated by the absence at the time from Brasilia of officials who had been previously briefed
about the situation. That having been said, we know the pressures that were applied by the United
States, which had originated the resolution were strong.
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of lives, and a process of ethnic cleansing in the areas of the North
which the Tigers controlled had led to thousands of Muslims being
rendered homeless. We also had in the refugee camps a number of
what were termed Indian Tamils, those the British had brought
over in the 19 century as indentured labour,” who had settled
in the North in the preceding period but who, many of them,
preferred to come back to government controlled areas when the
conflict grew intense, since the Tigers conscripted ruthlessly.

The Tigers had also been heavily involved in narco-terrorism,
andin the early stages of the war the Americanshad been supportive
of the Sri Lankan decision to take on the Tigers militarily after
they withdrew from peace talks and launched a series of attacks
during what was supposed to be a ceasefire. We therefore assumed
that the West, led by America, would welcome what was one of the
few successful operations against terrorism.

However, immediately after the war concluded, we faced a
Special Session of the Human Rights Council in Geneva. This was
initiated by the Europeans, and initially we thought the Americans
were neutral, though later Wikileaks revealed that they had been
pushing from behind.® An explanation for this was provided by
the then Ambassador to a Sri Lankan who had worked for the

7 Asopposed to what were termed Sri Lankan Tamils, who had lived in Sri Lanka for generations.

8 It is one of the sadder aspects of American Foreign Policy in recent years that it has grown
more duplicitous, as the manner in which Iraq was attacked and Syria has been threatened has
demonstrated. Encouraging one’s allies to commit War Crimes is perhaps the most despicable of
stratagems but this now seems to be common practice. The gloating with which barbarous acts
against the Soviet forces in Afghanistan were celebrated in the Western press was perhaps a precursor
of things to come, leading inexorably to the psychopathic finger cutting that occurred recently. Sri
Lanka incidentally suffered from this, when Human Rights Watch claimed our forces had engaged in
indiscriminate attacks on civilians, when we defeated the Tigers in the East of the country. This was
the claim of a press release to launch a report on the conflict there, but the only instance cited in the
entire report was when mortar locating radar had led to firing on a refugee centre. HRW admitted
that the Tigers had had weapons there, but said disingenuously that these were not heavy weapons.
Assuming that they were gullible rather than complicit, they must still bear responsibility for the
Tiger decision to replicate this tactic in using nearly 300,000 Tamils as human shields during the later
hostilities in the North.
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American government, but who served after retirement in the Sri
Lankan Peace Secretariat which I headed. He was told quite simply
that the Ambassador had now to serve a different administration.

Initially we believed, welcome as many of us had found the
election of President Obama, that he had simply succumbed to
what a Republican official in the Department of Defence, who
had by then retired, described as the bleeding hearts syndrome.
His line was that many of those who had criticized Bush practices
now found they had no alternatives, and while actively promoting
excesses against those they saw as Islamic terrorists opposed
to them (as contrasted with those extremists who served their
purposes, as in Libya) salved their consciences by criticizing Sri
Lanka.?

The British initially claimed that the Special Session was to
make sure that we treated the Tamils who had been rescued by
the Tigers well, and resettled them quickly. But, while the High
Commission in Colombo put forward this worthy excuse, the
Foreign Secretary was claiming in the House of Commons that
they wanted us tried for war crimes. This, it should be noted, was
the government that had connived in the deceptions over weapons
of mass destruction that had been used to attack Iraq, and which
presided over the horrors of Abu Ghraib.

Wikileaks revealed that the Foreign Secretary confessed to the
Americans that he was also concerned about votes, given that
the Tigers had set up effective lobbying networks. Thus, while we
would certainly have welcomed genuine concern for the Tamils in
Sri Lanka, who had suffered brutally from the Tigers using them as
human shields in the last stages of the war, we found that, instead
of concern for them, we were advised to have discussions with

9 His not entirely cynical advice was that we should do a few things to satisfy our critics in the
administration, and then President Obama could tell them to concentrate on Djibouti instead.
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those who had been raising funds in Britain to promote terrorist
activity.

It was not a surprise then that, though we have resettled the
near 300,000 displaced, more swiftly than anywhere else in
the world that suffered in the same way, the West is still not
satisfied. The simple fact is, while we must recognize that Human
Rights is important, and we must do much more to ensure that
all our citizens, in particular the minorities, enjoy all rights with
no discrimination, Western governments are more concerned
with their own interests, and it is the determination to advance
those that motivates their actions.

The problem, as I noted previously, is compounded by the
oppositionalities they posit, As a paper at the recent conference
to mark Rabindranath Tagore’s sesquicentennial birth anniversary
put it, in discussing Tagore’s essay on Japan in which he worried
that it was following a Western model, that model “discards
inclusiveness, that is the cultural, creative, spiritual bond among
peoples, in favour of the narrowly political materialistic, scientific,
selfish separation of exclusiveness...in the name of false patriotism,
it engenders hatred against other countries at times leading to
conquest by war... it forges an inseparable link between partisan
politics and aggressive economics leading to imperialism”.*°

With regard to Sri Lanka, the caricature in the Western media
of what happened in 2009, when the Human Rights Council
passed a resolution in our favour, was that we had been protected
by countries like China and Cuba and Iran. Iran, I should note, was

10 Subhoranjan Dasgupta, “Tagore’s Critique of Nationalism’, in Tagore at Home in the World, edited
Dasgupta and Guha, SAGE Publications, India, 2013. While a few years back | would have thought this
sort of neo-Marxist perspective exaggerated, recent events in the Middle East have led me to worry
more about the takeover of Western decision making by a Dr Strangelove mentality. Unfortunately
the majority perspective, which is why we used to set such store by Western democracy, has lost out
to a culture of sound-bites, the telegrams and anger that E M Forster identified so long ago.
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not a member of the Council, and though China and Cuba had
been warmly supportive, the same went for India and Egypt and
Pakistan — while as noted before, Brazil and South Africa and most
Third World countries also supported us.

Subsequently the Western media has continued to focus on
our relations with China, insinuating that we are part of what is
described as its String of Pearls, a set of ports in the Indian Ocean
which will facilitate what is presented as its expansionist agenda.
What is ignored is that, while China certainly helped us to build
the new port at Hambantota in the south of Sri Lanka, we had
first asked India for support for this. But, as one Indian official
put it, India is a democracy and cannot take such decisions swiftly
without consideration of the financial and other implications,
whereas China is able to step in and move swiftly.

As a footnote to this, I should add that the Chinese
intervention led to swifter Indian action with regard to a port
in the north, which they had agreed to refurbish, but on which
action had been very slow. We had in fact been worried about
the delay, so we welcomed the new sense of urgency. I should
add that India has also been extraordinary helpful with support
for the resettlement process and that, while some infrastructural
development is through loans, we have also had vast amounts of
grant aid, including for housing at a level which no other country
has provided. Unfortunately India - like Japan, which also still
provides us with much financial and other support - is still not
very good at publicizing its support, whereas the bigger Chinese
projects, which are primarily through loans, are showpieces that
government inaugurates with much fanfare.

The Western media does not focus on the invaluable assistance
that countries like India and Japan offer us. Rather, the image that
is projected is one of a Chinese ally. Anything is grist to this mill,
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as I found when the BBC interviewed me on Chinese support
for infrastructure, and cut out completely what I had said about
Indian and Japanese support — which I knew a lot about, since
they have done much in the areas in which I concentrate for my
Reconciliation work.

It would be naive to think, as I once did, that all this was simply
the melodramatic approach of newshounds. Rather, we must
recognize that governing this presentation is the determination to
present China as a predatory threat. Whilst individual journalists
are doubtless convinced of the relevance of their approach, the
single mindedness with which the agenda is pursued is indicative
of a brilliantly orchestrated policy framework.

I first became aware of this at a meeting of a delightful
institution the Dutch had set up, called the Third Chamber, which
is a consultative mechanism with regard to development assistance
— about which, I should note in passing, the Paris Principles that
were negotiated with such care some time back are now almost
forgotten. At this meeting, in Amsterdam, a journalist who was
the keynote speaker talked about what he saw as a threat to Africa,
in noting that the most worrying thing he saw on a recent visit was
be-suited Chinese businessmen on the planes he used.

The best answer to that was provided by an African delegate

who said that Africans welcome Chinese interest in Africa,
since now at least there is competition. He pointed out, rather

11 | saw something similar in the seventies, soon after the then government had taken over the
plantations owned by the British. The Indian Tamils the British had brought over had been treated
virtually as slaves, and the efforts of Sri Lankan managers to improve facilities for them were met by
sanctimonious pronouncements about how this would not go down well with shareholders, and the
primary responsibility of the Directors was to maintain high profitability. Soon after nationalization,
there were several articles in the British press about how badly we treated the Indian Tamils — even
though we had begun to improve conditions, with incorporation in the free education and health
systems Sri Lanka had established, systems we continued to operate and fund even in areas controlled
by the Tamil Tigers during the recent conflict.
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indignantly, that Africans were not stupid, and did not think the
Chinese were there for the good of the Africans. But they certainly
did not believe that Western exploitation of Africa, which had
been unchallenged for so long, had been in African interests,
whereas now they had a choice of whom to deal with, and in the
process perhaps the Africans would actually benefit more than
had happened in the past from business deals. Remembering the
horrors of Mobutu and Bokassa and Idi Amin, and others put into
power by the West to facilitate their activities, I can only hope that
things will indeed improve.

I have to hope too that the vision of competition that my
fellow delegate enunciated, and competition on a level playing
field, will govern the open market policies that we are now
wedded to in Sri Lanka. Certainly these are a great leap forward
from the state socialism we practiced for so long, and which led
to economic stagnation. But the problems of the East Asian crisis
of the nineties, and indeed the recent currency difficulties India
has faced, make it clear that we need to be careful about blanket
deregulation, in a context where obviously the playing fields are
not level. We need therefore to ensure that we continue to develop
links with new partners too, and overcome the current situation in
which few people in this part of the world know about us, and we
have done nothing to develop contacts and better communication.

What would be indescribably foolish is the approach adopted
by some decision makers in Sri Lanka depressed by what they see
as continuing persecution by the West. It is claimed that this does
not matter, since we can rely on Chinese support, but that is to
misunderstand completely both Chinese interests in Sri Lanka,
and the limits of Chinese power.

Whilst China values its friendship with Sri Lanka, it certainly
does not want nor need an exclusive relationship. We are far
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from China and obviously within the Indian sphere of influence
both geographically and culturally. Also, we have nothing to offer
that requires the exclusion of others, since it is not our natural
resources that China needs but rather services. In turn, from
our point of view, these will be profitable only if they are widely
used, so obviously we need to make sure that everyone has access
to them. In short, the games we played in the eighties, when we
tried to keep India out of Trincomalee, in the vain hope that the
Americans would appreciate exclusive use of the place, have no
place in the modern world.

kekok

Part of our problem is that the legacy of those games of the
eighties is still with us. I am bemused by what seems a concerted
effort by individuals in our Ministry of External Affairs recently
to damage our relations with India, which, as noted previously,
should be the foundation of our relations with the world at large.
But perhaps I should not be surprised. As a distinguished Indian
journalist putit, justas for manyyears after 1962 the Indian Foreign
Office was full of those traumatized by the Chinese attack on India,
who could not conceive of rebuilding good relations with China, so
too we have diplomats obsessed by the hostilities of the eighties.
They see the world through the lens of the Indian intervention
that stopped our effort then to destroy the Tigers militarily,
and they ignore the subsequent support India gave us, after the
Indo-Lankan Accord of 1987 both assuaged Indian concerns and
provided basic measures of Provincial self-government for Tamils
in Sri Lanka.

That is the charitable explanation. More revealingly, this
approach fits in with the negative view of the Second and Third
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World of those who came to maturity in the eighties, who believe
that the West is the repository of the hopes of Sri Lanka as well
as the world at large. So, soon after the first resolution against us
in Geneva, in March 2012, there were assertions that we would
now go back to our “traditional” allies in the West. Ironically this
was accompanied by criticism of India for having supported the
American resolution in Geneva.

That all this was deliberate was borne out when the Secretary
to the President confirmed that the President had been told that
the Indian delegation which came to Sri Lanka shortly after the
vote in Geneva had criticized him harshly. The culprit, as attested
by a leading NGO activist who was with the President at the time
the allegation was leveled, was the second most senior official
at the Ministry of External Affairs, who as the successor of Dayan
Jayatilleka in Geneva had begun the process of dismantling the
relationships with India and other sympathetic countries that
he had so painstakingly built up. More recently, she has made
allegations about the current Indian High Commissioner seeking
a private meeting with the UN Commissioner for Human Rights.*?

This is of a piece with the American approach, which requires
Indian involvement in the attack on Sri Lanka. This is obviously
because of the very practical reason that Indian support is
necessary to obtain the majorities required in votes in the Human
Rights Council - a factor that became crystal clear back in 2012

12 All this relates to what happened in Geneva in 2012, when an initial Indian commitment to support
us changed. While there was much pressure on India, by politicians from Tamil Nadu and also by the
Americans, who had established close relations with Tamil Nadu politicians too, the problem was
exacerbated by two indiscreet pronouncements by Sri Lankans. The Minister heading the delegation
in Geneva was reported as having announced Indian support for Sri Lanka, which he had been
asked not to do, since this would inevitably lead to strong reactions from Tamil Nadu, as then in fact
occurred. Subsequent to this our High Commissioner in Delhi was reported to have commented
denigratorily on the Tamil Nadu politicians, which provided them with greater justification to
pressurize Delhi.
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when it was the assertion that India would vote against us that
swung several votes. This perception was confirmed in 2013
when, with Indian support assured, it was a foregone conclusion
that the resolution against us would be carried. Indeed on this
occasion the pressure from Tamil Nadu was to get India to make
the resolution harsher, whereas in actual fact, given that India
stuck by her principles, the United States had to be satisfied with
a relatively moderate resolution.

But there is another reason for the effort to involve India,
which has led to relentless courting of Indians in decision-making
positions by the United States. The reason for Sri Lanka being of
such interest to the United States is obviously not our internal
problems, but rather the desire to incorporate Sri Lanka once
again within the global alliance that America thinks it needs,
and has set up so effectively in other areas. Unfortunately, in the
American confrontationalist view of the world, without resting
content with the positives it has to offer, it propounds negativities
that need to be combated. This explains the relentless highlighting
of Chinese influence in Sri Lanka, and the effort to persuade India
that the best way to limit or get rid of this is through weakening
of the current Sri Lankan government.

There are two reasons why India needs to resist such pressures.
Firstly, any substitute for the present government would swing
wildly towards the West, as happened in the eighties. Secondly,
India knows perfectly well that alliances with non-Western
countries are only a matter of convenience for the United States,
as indeed Saddam Hussein found out to his cost. Such alliances
are obviously based on self-interest, and it would be foolish for
any country to base its foreign policy on the assumption that
support from the United States to attack another country means
perpetual friendship. Indeed I suspect this would apply to any
country, even though India and some other countries which are
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sentimental about Gandhian principles of decency might like to
think otherwise about themselves.

The problem for India is compounded by the fact that, within
Sri Lanka, it has comparatively few supporters, as had been
exemplified by the discourse in recent months. Even the Secretary
to the President, who had been in the forefront of maintaining
good relations with India during the conflict period, was reported
(albeit by one of the most prominent journalistic supporters
of the Western perspective, who happens to be married to an
influential official in the Ministry of External Affairs) to have
taken “huge swipes at India, blaming New Delhi for having a big
hand in planning and executing terrorist attacks in Sri Lanka in
the 1980s”. This happened at the launch of a book about the role in
the war against the Tigers of the Secretary of Defence, who is the
most senior government official to have asserted that, if we have
problems with other countries, we can rely on our friendship with
China. Given the very unfair attacks on the Secretary (one of which
is highlighted in the book, namely an attempt by the American
Political Affairs Officer to subvert a serving general into giving
evidence against us about War Crimes, by offering him refuge in
the United States), it is understandable that other officials rally to
side when he responds to what he sees as attacks against us.

But, though thisisunderstandable,itisalsofoolish. Developing
a foreign policy requires professionalism and analysis, and should
not be a matter of reacting to threats and perceived enmities, and
obsessions with the past. Besides, as noted previously, China has
made it crystal clear that it does not see the world in terms of polar
opposites, and it is not prepared to engage in hostilities with India
on our behalf. Of course, as is common, everywhere in the world
[ suppose, but in particular in this part of the world, there will be
satisfaction of belittling of rival interests, and perhaps assertions
of undying friendship when others might prove fickle. But to base
foreign policy on such pronouncements would not be sensible.
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What we should rather be doing is cementing our relations
with India, while also using them to develop better links with
other Asian countries. In this context, our Ministry of External
Affairs has completely ignored the suggestion of the President
that we need to strengthen our formal links with the Association
of South East Asian Nations. India has paved the way for
developing such connections without formal membership of
ASEAN, and while we should perhaps renew the attempt we
made a couple of decades back, to join ASEAN, we should do this
in the context of our continuing membership of the South Asian
Association for Regional Cooperation, not as an alternative to
that, which was our perspective in the days of UNP governments.

I should note, similarly, that the President’s initiative to use
our former ambassador to Brazil, who has very good connections
with many South American nations, to build up links with this
region, has also been subverted by the Ministry of External Affairs.
But this is only to be expected from an institution that advised the
President not to accept the position of Chair of the Group of 17, on
the grounds that its members were of no importance. In fairness
to the then Minister of Foreign Affairs though, when I told him
that the members included Indian and Brazil, he was converted to
the cause, and the President did accept the Chair.

But the Minister did not follow up on why he had been misled,
and subsequently, with our ambassador in Geneva not interested
in the Group, nothing was done to advance cooperation. Thus Sri
Lanka, in the period when we had a certain prestige, having won
our war against terror and defeated the Western attack on us in
the Human Rights Council, sank into moribundity, and is now the
prey of competing interests.

This is sad because, given our location, as well as the
pluralism of our society, we are in a unique position to act as a
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catalyst in bringing other countries together. Unfortunately
we have extremists in Sri Lanka who think of the country as
being a Buddhist state and believe that this will justify a special
relationship with China,* as opposed to India, which is denigrated
as Hindu. There is similar disregard for the Islamic countries which
supported us so strongly in our struggle against terrorism, as did
the Muslims in Sri Lanka; and attacks on Christians, who are seen
as surrogates for the West which is persecuting us, with no regard
for the solid support of the Catholic community in general in our
struggle against terrorism, and the brave stand against the Tigers
of the priests who first led people out when they were being kept
as hostages.

I return then to the theme with which I began, the need for
an inclusive view of the world, as suggested by Mahinda Thera over
two thousand years ago. I think that, in assessing the position of
China now, we would all benefit from such a perspective. Given
that it was the West that first popularized the concept of Win-Win
situations, following the Industrial Revolution, as opposed to the
Zero-Sum concept that traditional agrarian societies had adopted,
I hope that they too will acknowledge that a change in attitude will
promote not only peace, but also prosperity for all.

13 Where of course the Buddhism is Mahayana, though thankfully there is no intrinsic rivalry between
that and Hinayana. The same is true of the different branches of Hinduism, whereas in both
Christianity and Islam the two main branches have seen their differences as leading necessarily to
rivalry if not overt enmity. This suggests that the two different world-views | noted to begin with
do have a geographical provenance, though the origins of both are in Asia, South and South West
respectively. The synthesis we see of Hinduism and Buddhism in South East Asia, as well as in Sri
Lanka, supports this theory.
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INTRODUCTION

he South Caucasus countries — Armenia, Azerbaijan, and
Georgia — regained their independence after the collapse
of the Soviet Union. Today this region is a place for great
powers to impact upon the balance in the Eurasian region. In the
first stage of independence all three countries were involved in

* Chief of the Department of the Economic Analysis and Global Affairs, Center for Strategic Studies
under the President of the Republic of Azerbaijan.
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the process of Euro-Atlantic integration until the rise of Russian
ambitions took place in the third millennium. Today the U.S. focus
has shifted away from the Caucasus and the EU’s concern with its
internal issues has been creating a breeding ground for Russian
influence in the region. Conflicts are the main stumbling block
for regional integration. Despite conflicts and limited regional
cooperation, the South Caucasus countries have been developing
on a range of fronts, moving from being pawns in larger power
games to being independent actors.! Azerbaijan’s large-scale
hydrocarbon resources and the region’s strategic location upsurge
it to the “major league” in international politics.

GEO-ECONOMIC PERSPECTIVES FROM THE SOUTH CAUCASUS

The South Caucasus states are using different strategies
trying to develop their statehood and protect sovereignty. The
western-oriented energy export strategy and balanced foreign
policy has made Azerbaijan the most stable and leading state
in the region. Also, Azerbaijan has managed to attain a key role as
the leading energy force in Europe due not only to hydrocarbon
resources, which are much less than that of main rivals, but also
to a combination of shrewd strategic outlook and solid diplomacy.

The strategic partnership between Azerbaijan and Georgia
remembers the Chimerica (China plus America) model, based on
mutual interests. Like China-U.S. lend-and-spend cycle, Azerbaijan
isanimportant country for Georgia from the economic sovereignty
and statehood viewpoint, while the latter’s importance is defined
by its geographic location as a bridge between the Caspian basin
and Europe. Azerbaijan’s FDI inflow to Georgia is important to

1 Goksel N, Shiriyev Z, The Geopolitical Scene of the Caucasus, A Decade of Perspectives, Turkey, 2013,
p. XXV,
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overcome consequences of the Russia-Georgia conflict in 2008,
international financial crisis, high unemployment and chronic
deficit of the payment balance.

Western-oriented Georgia has found Azerbaijan as a
fulcrum, while the same function for Armenia is provided by
Russia. Comparisons of the socio-economic results of Armenia
and Georgia disclose the extent of the correctness of choices of
Armenia and Georgia. Georgia outperforms Armenia in all main
international rankings: Global Competitiveness Index, Human
Development Index, Doing Business, Index of Economic Freedom
etc. Moreover due to the partnership with Azerbaijan, Georgia
ensured its energy security, a substantial amount of transit
tariffs from the transportation of Azerbaijani-origin oil and gas
and $3bln FDI influx from Azerbaijan. The State Oil Company of
Azerbaijan Republic (SOCAR) is the biggest taxpayer for Georgia’s
state budget. Azerbaijan has fixed downright gift price for the
natural gas supplied to Georgia, even less than that of Russian
gas for Armenia. SOCAR sells gas to Georgia for almost the same
price at which it distributes gas within Azerbaijan. The Georgian
leadership, no matter which power leads it, would not decline
the partnership with Azerbaijan. Azerbaijan-Georgia partnership
makes the two countries’ statehood stronger and economies
more competitive. The Georgian economy benefits mainly from
the transit fees, service sector and export of food and beverages.
Moreover, the discounted energy supply by Azerbaijan subsidizes
the Georgian economy.

But the cost of Armenia’s partnership with Russia is the
shrinking of the independence of the first. Recently, Armenia
has stated willingness to enter the Russia-led Customs Union
(even in the absence of a common border between Armenia and
a member of the Customs Union). Although Armenia’s accession
will have a little impact on Customs Union, this organization will
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accelerate restoration of the vertical relations with Moscow that
once existed in the Soviet period. At the same time, Armenia’s
membership in the Customs Union would block perspectives of
the country’s entry into the EU’s Association Agreement (which
includes the creation of the Deep and Comprehensive Free Trade
Agreement — DCFTA). Armenia uses the Customs Union to try to
counter-balance powerful Azerbaijan, whilst still keeping under
its occupation 20% of Azerbaijan territory. Had it not been for
the Nagorno-Karabakh conflict, Armenia would have been more
developed, independent and more western-oriented like Georgia.
But in reality, Armenia has been obliged to choose the Customs
Union, which represents 170 million consumers with outdated
technology, whereas the EU has more than 500 million consumers
and a more developed economy. Armenia is highly dependent on
Russian energy supply and military support. Armenia’s choice
toward the Moscow-led Union will also complicate the opening of
Turkish-Armenian borders. On the other hand, in order to reach
the Armenian border, the Customs Union needs to cross Georgia.
It will be another headache for Georgia, which is a natural ally of
Azerbaijan and Turkey in the region. Georgia is on the verge
of signing the DCFTA agreements with the EU, with the aim of
reaching an Association Agreement. The EU is negotiating with
Azerbaijan a non-preferential trade and investment agreement,
as Azerbaijan is not yet a member of the WTO. Joining the WTO
and signing the DCFTA would represent major improvements in
the process of the opening of the Azerbaijani economy to world
trade, beyond its energy exports. In light of the rapprochement
with the EU, Azerbaijan had to compromise Russian initiatives
such as the Customs Union, which had been closer after Armenia’s
entry. According to the Eurasian Development Bank, only 37%
of citizens of Azerbaijan would like to see their country join the
Customs Union - the lowest level of support in the Commonwealth
of Independent States (CIS). Ukraine and Armenia were the
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battlefield between Russia-led Customs Union and EU-led Free
Trade Area. As aresult the EU gained the second largest post-Soviet
state, Ukraine, while Russia has been obliged to be satisfied with
the smallest one — Armenia. It is expected that by 1°** January 2015
— scheduled date for the start of the Eurasian Economic Union -
Russia will be looking for leverage to discourage Azerbaijan from
following a Free Trade Area with the EU and to join the Customs
Union instead. As Azerbaijan continues in the WTO accession
process, there is concern about the interaction between the
Customs Union and the WTO regimes. On the other hand, Russian
support to invader Armenia complicates Azerbaijan’s attitude
toward the Customs Union. Russia counts on internal upheaval
and division within the EU, resulting in insufficient support for
its neighbors, which could lead to the erosion of political forces
supporting European integration in the Eastern Partnership
states.?

The GDP of Armenia grew by 4.78 times in nominal terms,
from $2.07bln in 1991 to $9.91bln in 2012; in the Caucasian
context, Armenia experienced mediocre performance. For
example, between 1991 and 2012, Georgia’s and Azerbaijan’s GDP
grew by 2.5 times and 7.64 times respectively. The recent global
crisis had the largest impact on Armenia’s economy, which fell
14% in 2008, followed by Georgia. But Azerbaijan continued its
economic development in 2009 reaching 9.3% growth. Armenia
experienced full recovery after the crises only in 2013, thanks to
the economic revival of the Russian economy and the resulting
growth of remittances from that country and foreign credits.

Between 2000 and 2010 net remittances to Georgia were the
biggest — $4639mln - among the Southern Caucasus countries.

2 Paul A, Beyond Vilnius: keeping the Eastern Partnership on track, European Policy Center, 7 October
2013. Available at: <http://www.epc.eu/pub_details.php?cat_id=4&pub_id=3791>.
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Net remittances were $4561.7mln in Armenia and $3737.4mln
in Azerbaijan. So, during 2000-2010 years Armenia received,
per capita, $1469 net remittances, while Georgia and Azerbaijan
benefited $973 and $469 respectively. Remittances play an
important role in Armenian economy fueling construction and
service sectors. For Armenia, regression analysis shows that,
over the short run, 10% remittance growth positively affects
GDP growth by 0.3% points through its multiplying effect on
domestic demand. It is also an undeniable fact that remittances
have a poverty-reducing effect and that 10% point growth in
remittances should lead to a 1.7% point decrease in the poverty
rate.® Remittances are effective to postpone social tensions, but
not able to ensure long-term sustainable development.

Non-resource based economy of the Southern Caucasus is still
weak. In order to fill the gap, Armenia and Georgia mainly prefer
the attraction of foreign debt, remittances and FDI inflow, while
Azerbaijan prefers to use oil windfall. External borrowing from
the IMF, Russia and the EU helped mitigate the fall in revenues
during the crisis. In the future, it seems in particular that Armenia
and Georgia will be challenged by fiscal consolidation; the tight
budgetary situation of the governments might impact on the
further development of state social protection policies and limit
the scope of expenditure on social protection.* According to the
National Bank of Georgia, as of March 31, 2013, Georgia’s foreign
debt amounted to $13.4bln, or 83.9% of the GDP. The ratio of
foreign debt to GDP in Georgia is the biggest in the Southern
Caucasus. Armenia’s external debt - the total public and private

3 Karapetyan L, Harutyunyan L, The Development and the Side Effects of Remittances in CIS
Countries: the Case of Armenia, CARIM-East Research Report 2013/24, European University Institute
BadiaFiesolana, Italy, 2013.

4 Garbe-Emden B, Horstmann S, Zarneh YS., Social Protection and Social Inclusion in
Armenia,  Azerbaijan and  Georgia,  European  Commission,  Gesellschaft  fur
Versicherungswissenschaft und —gestaltung e.V, Kéln, 2011, p. 10.
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debt owed to nonresidents — was $7.34bln in 2012,° in other
words, 74.1% of the GDP. The smallest ratio of foreign debt to GDP

is in Azerbaijan — 6%.

Although Azerbaijan has a larger-scale GDP than other
Southern Caucasus countries, its foreign debt is at a secure level. As
the majority of external debt is denominated in foreign currency
in the Southern Caucasus, it has potential to put pressure on the
rate of national currencies and prices, especially in Armenia and
Georgia.

In this context, Azerbaijan is differing in terms of the
thickness of “security pillow”. The international reserves —
the dollar value for the stock of all financial assets that are
available to the central monetary authority, government and
the State Oil Fund - of Azerbaijan reaches $50bln, twice as
large as the total GDP for the other two Caucasian republics.
The international reserves of Azerbaijan constitute more than
70% of GDP. The same figure is 18% in Armenia and 20% in
Georgia. So, with the lowest level of foreign debt and the biggest
figure of international reserves, Azerbaijan has ensured its
macroeconomic sustainability in the long term. According to
“The Global Competitiveness Report 2013-2014", Azerbaijan
occupies the 10" place in the world out of 148 countries on the
level of gross national savings as a percentage of GDP and 13*
place on the general government debt as a percentage of GDP.

Azerbaijan comprises 55% of population, 47% of territory,
91% of international reserves, 73% of GDP and 86% of exports
in Southern Caucasus. The total GDP of Armenia and Georgia
comprises only 70% of Azerbaijan’s non-oil sector. Despite a
difficult security context, occupation of territories by Armenia,

5 <hup//wwwindexmundicom/g/g.aspx’c=am&v=94>.
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refugees and IDPs amounting for one-ninth of the population and
a compulsory defined budget because of security considerations,
Azerbaijan experienced a decade of widespread economic growth.
In spite of huge public spending and numerous state programs for
improving living conditions of refugees and IDPs, the situation
represented an important social problem.® The huge amount of
hydrocarbon windfall catapulted Azerbaijan to the front line of the
South Caucasus as a leading power. Even foreign powers’ efforts
to tilt the balance failed. Azerbaijan has been the engine of the
development, while Georgia’s role associates as an ice-breaker with
risky experiments and Armenia has the outpost function for great
power in the region.

Azerbaijan is the most export-oriented economy in Southern
Caucasus: Exports as a percentage of GDP constitutes 52.3%. In
Armenia, exports constitute 22.1% of GDP, while in Georgia the
same indicator is 30.2%. Italy, with its 20.2% share, is the biggest
export partner of the Southern Caucasus in 2012, followed by the
U.S. with 6.9%, France 6.5%, Israel 6.2%, Russia 4.6% and Turkey
2.7%. Turkey is the largest import partner of South Caucasus with
its share at more than 13%.

Geographically, the Southern Caucasus is situated amidst
Central Asia, Middle East, Russia and Europe. During the
independence period the South Caucasus managed to be the best
solution for exporting energy resources from the Caspian basin
through seven (two of the most important of them are Baku-
Thbilisi-Ceyhan oil pipeline and Baku-Thilisi-Erzurum natural gas
pipeline) routes. Current positions on energy export infrastructure
will be strengthened by completing the smooth transition towards
a transport and logistics hub.

6 Verda M, A Decade in Motion. Southern Caucasus in 2003-2013, Working Paper No. 50, ISPI,
Ialy, 2013, p.13.
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AZERBAIJAN: MIDDLE-POWER OF THE SOUTHERN
Caucasus AND CENTRAL ASIA

To this end, we put forward a new paradigm: 3M Powerism.
State-powers could be broken down into three Ms: Macro, Middle
and Micro powers possessing control and command over others.
Coercionisattributable to macro powers to change other’sbehavior,
while middle and micro powers prefer inducement, persuasion
and exhortation to achieve the same result. Generally, all powers
(macro, middle and micro) use all methods such as coercion,
inducement, persuasion and exhortation. But the size of power
determines the extent and effectiveness in influencing others
behaviour. More power corresponds to increased effectiveness.

State-powers use the method of “the carrot and stick”.
However, middle and micro powers possess more carrots in their
bag, while macro powers are more able in dealing with sticks. Of
course, there is no strict, transparent border defining the fence
between arsenals of power. As in the Stick Game, players try
to hide their “bones” from the “guesses” of the other players,
because causing the player to lose a “stick” with each wrong guess,
eventually resulting in rendering a player harmless. Middle and
micro powers do not favour hard power; in contrast they exploit
soft power, which comes from economy, diplomacy, culture and
history. Azerbaijan is the middle-power of the Southern Caucasus
and the Central Asia.

- Human Development versus IDP’s share

Azerbaijan combines two diametrically opposed approaches
such as radical reforms and gradualism based on pragmatism -
optimal sequencing of reform measures. Radical reform programs
could lead to the Economic Big Bang, while gradualism might slow
down the transition process.
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Azerbaijan has come to the top by three indicators which are
mutually exclusive, as they cannot occur at the same time in other
countries: 1. Unprecedented economic rise; 2. Very high level of
improvement of human development index; 3. High level of IDP
and refugee’s share in population. We plot the data in a scatter-
gram, assigning “IDP’s share in population” to the horizontal
axis, and “Human Development Index” to the vertical axis.
Cartesian coordinates enable us to obtain a visual comparison
of the two variables in the data set, and help to determine what
kind of relationship there might be between the two variables.
In Azerbaijan’s case, a higher IDP share corresponds to higher
human development, which is a rare event over the world. Having
around 1mln IDP’s and refugees, Azerbaijan has managed to attain
unbelievable economic growth and human development.

Figure 1. Human development versus IDP share
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- Competitiveness versus Hydrocarbon Reserves

We see that the hydrocarbon natural resource potential of
Azerbaijan per capita is much lower than that of all neighboring
resource-rich countries. Of course, taking into account per capita
oil and gas reserves, Azerbaijan cannot pretend to be the “cold”
equivalent of Qatar, as it lags behind about 50 times in this term.
Although Azerbaijan has less per capita oil and gas deposits, it
outperforms neighboring resource-rich Iran, Kazakhstan and
Russia in terms of the competitiveness index. According to the
World Economic Forum’s “Global Competitiveness Report 2013-
2014”, with 4.41 points, Azerbaijan was ranked 39", rising 7
positions over the last year and 16 positions compared to 2011.
Azerbaijan is followed by Kazakhstan (50% place), Russia (64%
place) and Iran (82" place). Currently, Azerbaijan is far from
rent pathology compared to neighboring resource-rich countries.
Azerbaijan is more successful than its competitors in converting
its oil and gas windfall.

Figure 2. Competitiveness versus hydrocarbon reserves
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On the other hand, Azerbaijan progressed in savings of
hydrocarbon windfall as ratio of GDP. For example, in 2012 the
assets of the Oil Fund of Azerbaijan comprised 43.9% of the GDP,
while Oil Stabilization Fund of Iran consisted of 1.1 percent,
National Wealth Fund of Russia consisted of 27.3% and
Kazakhstan National Fund gave 29.6% of GDP.

Comparisons in the local level disclose the differences in a
holistic manner. The Azerbaijani-dominated city of Bilasuvar was
divided in half between Azerbaijan and Iran. Let us compare two
Bilasuvars. The average annual income for a family living in rural
areas was $7,500 in Iran and $10,400 in Azerbaijan in 2011. So
the income of the average household in Iranian Bilasuvar is less
than three-fourths that in Azerbaijani Bilasuvar. In contrast to
Iranian Bilasuvar, Azerbaijani Bilasuvar has more developed urban
infrastructure and modern life. To this end it is plausible to ask
Acemoglu and Robinson’s rhetorical question (in “Why Nations
Fail”): How could the halves of what is essentially the same city
be so different? There is no difference in geography, climate
and nationality. The obvious explanation is that institutions of
Azerbaijan are much more conducive to economic and social
development than those of Iran.

- Macroeconomic Perspectives

In the long term, the Government of Azerbaijan plans to shift
gradually to a more flexible exchange rate that would enable a more
independent monetary policy and an additional tool to absorb
shocks. As Azerbaijan diversifies its exports and integrates with
global financial markets, it needs to develop a more independent
monetary policy. IMF states that the continuing capitalization
process and ensuing consolidation are an opportunity to create a
more viable and competitive banking sector in Azerbaijan.
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The Government of Azerbaijan is gradually moving from a pro-
cyclical to a countercyclical fiscal policy. After the global economic
crisis in 2008, the average growth rate of non-oil GDP was 17.2%,
while current expenditures of state budget increased annually by
14.4%. Outperforming of the average growth rate of non-oil GDP
over current expenditures from state budget fuels fiscal space. A
large empirical literature has found that fiscal policy in developing
countries is pro-cyclical. Researchers from the National Bureau
of Economic Research have identified a significant expansionary
effect of government consumption on output in developing
countries. This provides empirical support for the when-it-rains-
it-pours hypothesis: pro-cyclical government consumption in
developing countries implies that fiscal policy exacerbates the
business cycle.

To this end, rationalizing public investment might be the
main way to consolidate the non-oil fiscal position in Azerbaijan.
The country might learn a useful lesson from the South Korean
experience between the 1950s and 1980s. Like its neighboring
northeast Asian countries, the South Korean government did
not hesitate to use public enterprises, the most direct and
interventionist tool, as a way to direct the nation’s resources
toward investment. In Azerbaijan, from the perspective of capital
budgeting, public expenditure increases public assets. In the future,
the government will be able to privatize some of these assets; in
other words, the government builds assets, then operates and
transfers them to the private sector.

As per the concept of the Smiling Curve, in the product
life cycle, both ends of the value chain command higher values
added to the product than the middle part of the value chain.
If this phenomenon is presented in a graph with a Y-axis for
value-added and an X-axis for value chain (stage of production),
the resulting curve appears like a “smile”. As Azerbaijan wants a
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higher economic growth, it tries to be on the higher side of the
Smiling curve (according to the concept of the Smiling Curve,
both ends of the value chain command higher values added to
the product than the middle part of the value chain). Launching
an Azerbaijani-owned communications satellite is an example of
Smiling Curve Economics. Azerbaijan’s income from this satellite —
which will provide communications services to Azerbaijan, Central
Asia, Europe and Africa — will be about $450mln. It means that
Azerbaijan will make a gross profit margin of nearly 40 percent,
while manufactures, launchers and insurers have margins of a
few percent on their products or services. The value goes to where
ideas and money are. The Smiling Curve approach is applicable to
production-sharing agreements in the field of energy. For example:
currently, about 85% of the revenue from the Contract of Century
goes to Azerbaijan, while multinational oil companies get only 15
percent.

- Inclusive Growth and Rising Middle Class

Azerbaijan’s sharply increasing oil revenues made it
possible to pay higher social transfers and to raise real wages.
According to the World Bank (2010), the poverty rate would have
been around 25% in the absence of social transfers. The poverty rate
was 9.1% in 2010. But in the absence of the compulsory defense
expenditures the government of Azerbaijan would hypothetically
eradicate poverty not only in Azerbaijan, but in Armenia too.

So Azerbaijan provides inclusive growth (IG) focused on the
kind of economic growth; that is a necessary and crucial condition
for poverty reduction.

Azerbaijan, one of the ancient civilized nations of the world,
has followed an urbanization policy that corresponds to local and
global challenges. The government of the Azerbaijan Republic takes
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steps to expand cities’ geographical areas, improve infrastructure
as well as levels of urbanization and to develop civilization in cities.
The experience of a resource-rich Muslim country — Malaysia —
shows us that a high level of social economic development speeds
up the urbanization process.

Cores of regional development — regional cities’ dimensions
have been expanded because of rural areas, populations and
other resources. The socio-economic policy of the President of
Azerbaijan Republic, Mr. Ilham Aliyev, responds and reveals a
new era of urbanization. If in, the first stage of independence and
urbanization in Azerbaijan, internal migration was from outer
regions to the capital city - Baku -, now vectors of migration have
directed to outer regions. In the New Era, urbanization has not
served to expand and urbanize Baku anymore. Rapid growth of
regional cities which will be engines of regional development will
affect urbanization positively and turn of litmus of urbanization.

Besides expanding geographical areas of cities in recent
years in Azerbaijan, the ratio of city population has also
increased. During the first years of independence, the ratio of city
population decreased, being 51.1% in 1999. Since 2002,
city population has begun to boost. In 2012, the population of
Azerbaijan was 9,235,000 people, and 52.9% had lived in cities.
In the last 10 years, the population of Baku has increased by
276,000 people and in all, around the country, city population
has increased by approximately 700 thousand people. So,
population growth in outer regions is faster than compared to
Baku. According to the State Statistical Committee, in 2002-
2012, while the population growth in Baku was 14.9%, the
population growth in regions was 17.9%. So, this is a fact that
rapid growth of population takes place neither in the capital nor
in villages; it takes place only in regional cities.

431



Vusar GASIMLI

Malaysia’s urbanization experience shows that development
of small and medium-sized cities must take place with the
support of the government and progress of private sectors.
Improvements in infrastructure, especially road maintenance,
electricity, natural gas and utilities, renovations and creating new
job places in the country in recent years, this all makes small
and medium-sized cities comfortable and effective for people
and businesses. State budget has also been increased by regional
developments: thusin 2012, income from cities and towns in the
Azerbaijan Republic increased 499.4mln AZN and, compared to
2011, it increased 11.7%. Consequently, urbanization also helps
to decrease expenditure from the state budget used to stimulate
local incomes and expenditure. The government has taken another
step to optimize the cities’ tax potential; from this year onwards,
taxpayers in the outer regions will pay taxes as well as income taxes
to the local budget. The government supports small and medium
sized cities to reach their financial independence.

Most projects of the National Fund for Entrepreneurial
Assistance have been directed to increase the industrial potential
of the outer regions and modernize agricultural infrastructure,
such as building, projecting and financing of dairy and meat
plants, poultry farms, baking companies, grape plants and winery
companies, fruit-vegetable processing plants and other industrial
companies.

The urbanization process in Azerbaijan does not mean that all
the villages will be abolished. Modernization of agriculture and the
increase in productivity will also increase competitiveness within
the country as well as saving human capital within agriculture,
which will be transferred to the cities. “The Digital Generation” also
grows in Azerbaijan and the development of this new generation
makes human capital more productive. So, the government of
Azerbaijan Republic implements an urbanization process for the
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long term. Urbanization increases competitiveness, promote social
welfare, and coordinates between people’s lifestyle and outlook
and global challenges.

- Azerbaijan’s Investment Outflow

Azerbaijan successfully transformed itself from an aid
recipient in the first stage of independence to being a donor today.
For example, in 2010 SOFAZ, Azerbaijan’s sovereign wealth fund
joined the International Finance Corporation, PGGM - a Dutch
pension fund manager -, the Korea Investment Corporation
and a fund from Saudi Arabia in investing in the newly created
IFC African, Latin American and Caribbean Fund.” During the
first closing the IFC African, Latin American and Caribbean Fund
has managed to raise $600mln of which $100mln is committed
by SOFAZ. Following this amount, SOFAZ supported $50mln to
the IFC Catalyst Fund to encourage the development of funds
and projects focused on renewable energy and climate-friendly
solutions. Azerbaijan continues to believe in the value of its
partnership with the international funds to stream one-way
humanitarian aid where it is needed.

Azerbaijan successfully increases its investment activity in
Turkey, Georgia, Romania, Switzerland, Ukraine, Afghanistan etc.
It will be the top investor in Turkey in the coming years, edging the
current leaders from the EU.2 Azerbaijan has invested about $5bln
in Turkey and plans to increase investment by $17bln throughout
the next 7 years. So by 2020 the amount of Azerbaijani-origin
investment in the Turkish economy will be equal to the total

7 SOFAZinvests in IFC African, Latin American and Caribbean Fund. Available at: <http://www.oilfund.
az/en_U.S./news/594/100/SOFAZ-invests-in-IFC-African-Latin-American-and-Caribbean-Fund.
asp#sthash.fop2iHe).dpuf>.

8  Gasimli V. Azerbaijan Eyes to Become Top Investor in Turkey, Turkish Weekly, 2012.
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annual GDP of Georgia and Armenia put together. SOCAR’s
strategic goal is to maintain its position as the leading oil and
gas company in Azerbaijan and become a major global player,
with vertically integrated upstream, mid-stream and downstream
operations. SOCAR has plans to transform Aliaga Peninsula in
Turkey into an integrated industrial hub of oil refining, production
of petrochemicals and power generation with unique logistics
facilities.

Figure 3. SOCAR’s plans in Turkey
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Within the Southern Gas Corridor’s backbone project, the
Trans-Anatolian Natural Gas Pipeline (TANAP), SOCAR currently
holds a 51% share (overall project investment of about $10bln), as
well as a 20% share in the Trans Adriatic Pipeline (TAP), with a total
investment of about $2bln. On its way to European gas markets,
SOCAR privatized 66% of shares of DESFA — Greek operator of
gas transportation system -, amounting to $400mln. Therefore,
Azerbaijan will invest more than $5bln for the development of
the Southern Gas Corridor. In general, Shah Deniz Phase 2 project
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development, with its associated pipelines, will cost over 40 billion
U.S. dollars and will bring over 16bcm/a of Azerbaijani gas towards
European markets.

The scalability of associated pipelines within the Southern
Gas Corridor and probability of additional gas production from
other offshore gas fields of Azerbaijan allow us to forecast an extra
volume of gas to European markets. As Azerbaijan-exported gas
reaches the Italian market, it will be able to flow further into the
European network towards France, Austria, Germany, Belgium,
etc.

- Transport and Logistics Hub

Geo-economic reshaping of transit geography will allow the
Southern Caucasus to become a transit and logistical hub for
Central Asia, the Middle East, Russia and Europe. The Southern
Caucasus is situated on the TRACECA route with a length of
4,577km, which is the shortest among other Eurasian land-
based corridors, such as the North-South (6,978km through
Russia), Transsib (9,200km through Russia) and South hallway
(11,700km). In this context, the ongoing construction of the
Baku-Thilisi-Kars railway is considered a game-changer within
the region. The BTK railway, which will have direct access to the
European rail network, will annually transport 30mln tons of
cargo.

Following the Soviet collapse in 1991, the Kars-Gyumri-Tbilisi
railway fell into disuse marking the failure of the Kremlin’s Armenia-
centric transport policy in the South Caucasus. In order to revitalize
the Great Silk Road, Azerbaijan, Georgia and Turkey launched the
Baku-Tbilisi-Kars railway, which will be operational from 2014.

The common denominator among Turkey, Georgia and
Azerbaijan was the bypassing of landlocked Armenia while
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launching the new railroad. In this way, the Armenian occupation
of 20% of Azerbaijani territory was the cause for losing yet another
opportunity to be the subject of regional integration.

The synchronization of the construction of the BTK with the
Marmaray undersea rail tunnel under the Bosporus strait amplifies
the capacity of the transit and logistics hub. The Marmaray project
will interact with the Turkish and European railroad networks,
which is important for the second breath of the BTK. In this way,
the BTK will be moving forward through Turkish railroads to
Kayseri, where the railway is ramified in two directions: the Pan-
European Transportation Corridor and the Mersin seaport in the
coast of the Mediterranean Sea. The trains which will come from
China and Kazakhstan through Central Asia, the Caspian region,
Baku and Thilisi will be able to reach Istanbul and then continue
through the tunnel under the Bosporus to proceed to Europe.
Thus, for the first time the region of Central Asia will be directly
connected to Europe, without an entrepét through Azerbaijan,
Georgia and Turkey.

In2015, the construction of the Azerbaijan’s Alatinternational
cargo terminal on the coast of the Caspian Sea will be finished.
From 2015, the port will serve up to 20mln tons of cargo a year.
Alat international cargo terminal is another complementary
project to reinforce the BTK transportation turnover.

Baku’s Heydar Aliyev international airport has been renovated
to be more efficient and increase capacity. During the last 10 years,
five international airports have been built and commissioned in
Azerbaijan. Moreover, 14 passenger and freight vessels and 27
passenger aircraft have been purchased and commissioned.

The Baku Shipyard has been jointly developed by Singapore’s
Keppel Offshore & Marine Ltd (Keppel O&M), SOCAR and the
Azerbaijan Investment Company (AIC), which opened in 2013.
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Baku Shipyard will support Azerbaijan’s transformation into a
transport and logistics hub.

Modernized transport and logistics infrastructure of the
Southern Caucasus will attract some part of the trade between
the EU and China. This trade - exceeding €1bln daily — has mainly
been maritime and via the Suez canal.

The government of Azerbaijan initiated the Trans-Eurasian
Information Super Highway (TASIM) Project, which intends to lay
a transnational fiber-optic line from Western Europe to Eastern
Asia. In order of importance, TASIM is second to Baku-Tbilisi-
Ceyhan. The UN General Assembly supported TASIM and will
enable the South Caucasus to be an ICT node between Frankfurt
and Hong Kong.

- Azerbaijan as the Fulcrum for Afghanistan

Azerbaijan’s role in the development of Afghanistan is very
important from the perspective that Azerbaijan is an example of
a modern and Muslim secular state with a fast rate of economic
development.

For more than a decade, Azerbaijan has provided unrestricted
ground, air and sea transit access for the U.S. and the North Atlantic
Treaty Organization (NATO) forces to and from Afghanistan
and other theaters.? As the U.S. and NATO forces are planned to
withdraw from Afghanistan by 2014, the Northern Distribution
Network (NDN) that crosses Azerbaijan increases its importance.

The Azerbaijani Ambassador to Afghanistan and Pakistan,
Dashgin Shikarov, said that Azerbaijan is among the top five
countries which invest in Afghanistan. Azerbaijan plans to

9 Socor V, Azerbaijan’s Elections and the US.-Azerbaijan Strategic Partnership, Eurasia Daily Monitor
Volume 10, Issue: 173, 2013.
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invest about $1-2bln in Afghanistan through different plans of
the private and public sectors. It should be considered that the
Afghanistan Reconstruction Trust Fund (ARTF) - supported by
over 30 bilateral donors - could potentially provide up to $800mln
per year for the development of Afghanistan.

According to the World Bank, Afghanistan has sustained an
average GDP growth of 9.2% between 2003 and 2012. As the World
Bank forecasts that the share of the mining sector in aggregate
output in Afghanistan will increase in the upcoming years,
Azerbaijan’s plans toward midstream, upstream and downstream
activities in the Afghan energy sector appears more plausible.
Azerbaijan and Afghanistan are planning to sign a memorandum
of understanding in the field of energy in Kabul in November
2013, which will be an instruction book for cooperation between
the two countries. The U.S. Energy Information Administration
(EIA) acknowledged in 2008 that as northern Afghanistan is a
southward extension of Central Asia’s highly prolific, natural gas-
prone Amu Darya Basin, Afghanistan has proven, probable and
possible natural gas reserves of about 5Stcf. Azerbaijan has got
effective experience in the extraction, processing and sale of oil
and gas. So Azerbaijan, with its excess funds, might implement
successful projects in the energy field in Afghanistan. This policy
coincides with the World Bank’s Afghanistan Interim Strategy,
which implies “Resource Corridors” to attract investments in
Afghanistan’s huge natural resources. The trade turnover between
Azerbaijan and Afghanistan increased from $11.7mln in 2005 to
$119.9mln in 2012; in other words, it increased by more than 10
times.

The Obama administration’s “resetting” relations with Russia
to achieve its support on issues such as Afghanistan, Syria etc.
move Washington’s interests away from the Caucasus. On the
other hand, the important role of Azerbaijan in the rebuilding of
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Afghanistan officially brings Baku and Washington closer together.
Azerbaijan is the fulcrum for the development of Afghanistan,
and is taking part in the international mechanism geared towards
rebuilding the country.

CONCLUSION

Contemporary Azerbaijan aims to be a leading economic and
political actor in the emerging reality of the South Caucasus and
Central Asia. Opening Caspian energy resources to the world
and building the Baku-Thilisi-Ceyhan main oil export pipeline
has been crucial in the shaping of the geopolitical and geo-
economic vector of the South Caucasus. The development of the
Southern Gas Corridor, launching the Baku-Thilisi-Kars railway
and the Trans-Eurasian Information Super Highway Project
(TASIM) will empower the South Caucasus as an important
nexus between two continents — Europe and Asia. Azerbaijan,
with its 2.6tcm gas reserves, is important to diversify Europe’s
natural gas supply sources.

In spite of security concerns such as the occupation of
Azerbaijani territories and the breakaway territories of Georgia,
the South Caucasus is transferring into an active player.
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ot only has the world changed dramatically - it is still
indeed transforming at breakneck speed — but another
changeisafoot, albeitatadifferentrate: the whole question
of areas in transition is itself in the process of transformation. To

pin this phenomenon down to one particular discipline, we might
say that geopolitics is now gripped by unceasing metamorphosis.
The categories traditionally or conventionally applied until

* Vice Dean for International Relations of the University of Bologna, an institution in partnership with
FUNAG in carrying out the Seminar “Global governance: crossed perceptions”.
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recently are proving more and more inadequate by the hour. This
sensation is at its most clearly discernible in those outposts of
cutting-edge analysis (themselves not lacking in limitations), the
universities and research centres. The mounting challenge facing
science and higher education today is hence to foster an ability to
open dialogue with others, to produce keener, more effective (and
not just abstract) tools with which to read the crisis, grasp above
all which way it is moving, and forecast its intensity and future
momentum.

For some time now Bologna University (UNIBO) has been
engaged in creating concrete and privileged exchanges with
certain preferential areas, amongst them Brazil. Its encounter
with the Alexandre de Gusmao Foundation falls precisely within
this necessary updating exercise, and was helped by UNIBO’s
excellent relations over the years with the Brazilian Embassy in
Italy, through which it shares a cultural Foundation common to
the two countries: FIBRA. The encounter with FIBRA could hardly
have been better. Via its International Relations mechanisms and
in liaison with the FIBRA Foundation, UNIBO has endeavoured
to set up a common project creating a different window onto the
world, a new area of dialogue and comparison.

When I talk of international relations, I mean at least two
levels, one institutional, the other scientific, intercommunicating
yet distinct, at times dialectically so: the branch of university
foreign policy that fosters international teaching and research
connections, and the political science area of international relations
in which Bologna excels. We are talking of strategy, and it must be
said that in Europe, and above all Italy, strategy is less intensely
cultivated than it is, say, in Brazil; but within Bologna University’s
international strategy for the coming years its own intended role is
notjust as a centre for research and higher education, but above all
as the builder of a new more participatory and cohesive society. It is
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on that enterprise that our University has set its sights and bends
the considerable forces of its own expertise as an interlocutor on
matters of global concern.

The synergy sparked off between FUNAG and UNIBO
no doubt springs from this far from insignificant though still
futuristic point. To this meeting of ideas Bologna brings a new
arsenal of weapons. Essential software for the project is supplied
by the nucleus of diplomatic sciences in an internationally-geared
Department deployed across the many campuses of our region.
The Department of International Relations handles the bulk of the
mobility schemes entering the country and is right in the hub of
some extraordinary and complex networks (one such is the project
Ciéncias Sem Fronteiras, the Italian end of which is run by UNIBO).
Add to this some innovative think-tanks, like the Institute for
Advanced Studies and, specifically targeting a world region of
growing importance, IRT Brazil, an Integrated Research Team
that gathers within one virtual department researchers from all
scientific areas training their research projects on Brazil under the
banner of inter-disciplinarity.

This last feature is what distinguishes the dialogue between
Bologna and FUNAG: discussion based on “crossed perceptions”
— as the seminar clearly showed - can be transformative in itself.
Whereas the focus of what is inevitably a global analysis has
tended to be an East-West axis — global players like China and the
USA -, narrowing the viewpoint to Europe and Brazil, Asia and
Africa, has here helped to give the all-too-often abstract concept of
multilateralism a concrete force and dimension. This more precise
approach to global movements distinguishes not just events in a
historical background and the geopolitical ideas they belong to,
but the symbolic counterweights that tend to be lost from sight
beneath layers of strategy, yet play a prolonged underground part
in defining new patterns of relationship. The areas have changed,
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and so, too, have the ways they are perceived and the forms in
which they are represented.

The concept of multilateralism is here a melting-pot of non-
coinciding viewpoints, yet these bring a precious substance to the
definition of its meaning. Names no longer suffice unless they
convey the forces and power that lie beneath them. One thinks
of Brazil, and the weight it has in South-South multipolarity, the
definition of which has an ethical proviso: that there be “responsible
cooperation”, not just expansionist leanings and hegemony. It is
plain to everyone that we are in the heart of a new renaissance,
though we will have to do some re-thinking of that old connection
(lost? rusty? harder than ever to pinpoint!) between names and
objects, words and things.

The hallmark of this international workshop was clearly
its multiple perspective: Europe, Brazil, China, the USA, Latin
America, Asia and Africa. This created a shared domain for
discussion and the prospect of establishing new relations
that are symbolic but something more. It is in letting a whole
spectrum of viewpoints speak that we find the concrete praxis
of multilateralism. The outcome of this critical approach may
be seen not just in the framework we have carved out, but more
microscopically in the format followed, which has set a premium
ondialogue, exchange of ideas, ahappy union of words and things.
In the upshot, the meeting has forged a new forum, unexpected in
form and content. A forum that UNIBO hopes to keep open and
foster by an efficient partnership with FUNAG. There are still
many ideas left to explore in depth with our common taste for
intense crossed perceptions.
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