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    Introduction: What Has Changed?


    
      HANS-HENRIK HOLM AND GEORG SØRENSEN
    


    
      What has changed in international relations? Answering this question has become one of the central issues in the
      international relations (IR) debate. There is no accepted set of overall theoretical paradigms to guide our
      questions and quest for answers. The usefulness of the realist, liberalist, and Marxist paradigms appears to have
      decreased significantly. Too many relevant questions appear to fall outside the frameworks suggested by these
      dominant traditions. If there is a consensus in the present debate, it is this: In a world of variation and
      differentiation we are left without a firm theoretical compass to guide us.
    


    
      Starting from this world of variation, our argument is simple: Globalization and the end of the Cold War are the
      two main expressions of change in the international system. Globalization is, briefly, the intensification of
      economic, political, social, and cultural relations across borders. The process is uneven in terms of
      cross-national intensity, geographical scope, and national and local depth. In Ferdinand Braudel's
      terminology it is a longue durée variable, expressing accumulated social change over
      time.1 The second
      variable is événementielle, as Braudel would call the end of the Cold War.
    


    
      Throughout the book, we analyze the combined effects of these two variables when they are simultaneously
      "filtered through" different types of societal structures and different geographical regions. We
      distinguish between two types of societal structures: (1) core-type, industrialized countries with consolidated
      liberal democracies involving a high degree of both internal and external institutionalization; and (2)
      periphery-type, semi- or nonindustrialized, authoritarian or semidemocratic areas with a relatively low degree of
      internal and external institutionalization.
    


    
      In the case of Pacific Asia, the regional perspective employed cuts across the distinction between core-type,
      industrialized areas with consolidated liberal democracies and periphery-type, semi- or nonindustrialized,
      authoritarian or semidemocratic areas. The other regions belong either to the core (Western
      Europe, the United States) or to the periphery-semiperiphery (Africa, Latin America, South Asia) category.
      Finally, the changes in the former eastern bloc have created a "gray zone" (or semiperipheral area) in
      which a number of countries clearly resemble periphery-type societies (Azerbaijan, Turkmenia, Uzbekistan, and
      others). The most advanced countries (Hungary, the Czech and Slovak Republics, Poland, and also Russia) struggle
      for membership in the core. The notion of different societal structures is especially important for our analysis
      of the consequences of uneven globalization. In order to study the consequences of globalization, it is necessary
      to take the diverging societal structures of the affected units into account.
    


    
      The regions of the world have gained increased prominence in the present international system.2 The concept of region is
      multidimensional. Regions can be defined as geographical units with natural barriers—North America, Africa,
      Europe—or as social or cultural entities. Regions in the latter sense are identified through their closeness and
      links in language, culture, and historical roots: South Asia, Pacific Asia. Some of these regions also have clear
      geographical boundaries (e.g., Africa); others do not. Regions may also be defined as organized political units.
      They may be highly organized with powerful regional structures (e.g., the European Community), or they may be
      more loosely organized (e.g., the North American Free Trade Agreement [NAFTA]). Finally, regions may be seen as
      regions of identity. Where lines of communication are highly developed and where values converge toward common
      identities, regions are created. The Nordic countries (and also to some extent Latin America) are examples of
      regions in this sense.
    


    
      In pursuing our analysis, we employ a geographically based concept of region to explore changes in three
      dimensions: (1) a security-conflict dimension, (2) an economic growth-welfare dimension, and (3) a domestic
      politics-democracy-civil society dimension. Thus, we emphasize variation in regional outcomes.
    


    
      Yet the "Whose world order?" question stresses that the present international system is characterized
      by new and old patterns of hierarchy and dominance. And the processes of change we analyze point not only to the
      mutual existence of various types of regions but also to the fact that in some cases states are more important
      units. The United States, Russia, and China are still in a category by themselves. Indeed, some states dominate
      regions to such an extent that the regional perspective becomes one of analyzing a dominant state and its
      surroundings (e.g., India and South Asia).
    


    
      Chapters 2-9 contain analyses
      reflecting perspectives of Africa, Latin America, South Asia, China, Russia, Japan (in the context of Pacific
      Asia), (Western) Europe, and the United States. The contributions combine more general reflections on changes
      with analyses of specific regions or countries. We have allowed variation in relative emphasis on either one of
      these aspects (see Figure 1.1).
    


    
      [image: Image]

      
        FIGURE 1.1 Changes and
        Outcomes: The Structure of the Argument
      

    


    
      Have uneven globalization and the end of the Cold War produced a new world order? Our answer is no. Certainly
      there is not a new world order in the normative sense of the term. An international order built on ideas of
      justice, freedom, and peace has served as reference point for much of the debate on the so-called new world
      order. Emerging initially as a political justification for drawing a line in the sand during the Gulf War, it
      became a one-dimensional catchall phrase that is not analytically very helpful.3 What we see instead is a world characterized by
      regional variation and transitional change, not by one particular order.
    


    
      Hedley Bull defined international order as "a pattern of activity that sustains the elementary or primary
      goals of the society of states, or international society."4 His focus is on states and the order between them. It is clear that
      in the post-Cold War world, the bipolar order has been replaced by something else. But what new order has taken
      its place? Some argue that multipolarity has been reinstated in the international system. Charles Krauthammer
      claimed that we live in a unipolar world dominated by the last remaining superpower, the United
      States.5 Perhaps the
      most innovative view argues that the international system has become bifurcated into a "zone of peace"
      encompassing the developed industrialized North and a "zone of conflict" in the rest of the
      system.6 In the zone of
      peace, war has become unthinkable as an instrument of interstate conflict. The combination of developed
      democratic structures and economically advanced, highly interdependent societies ties these states together. In
      the zone of conflict, democracy is frail or absent, and the economies are less developed. Ethnic, religious,
      economic, and ideological conflict is frequent both within and between states.7
    


    
      In the zone of conflict, there is disorder rather than order in Bull's sense. Instead of trying to chart the
      post-Cold War order, we therefore need to focus on the nature of the changes we are witnessing in the global
      system. We thus start somewhere else, namely with the attempt to identify change. The changes in patterns of
      hierarchy and dominance brought about by globalization and the end of the Cold War have produced a changing
      international system. We see a changed role for the state in this system. We see new forms of
      sovereignty and changes in the relationship between politics and economics. This leads us in the direction of
      searching for new and different types of states.
    


    What Has Changed?


    
      What is it exactly that has changed? A good part of the disagreement about the scope and significance of change
      derives from an imprecise identification of sources of change. It is clear that the end of the Cold War is of
      crucial importance; yet this event alone cannot explain the novel developments in the international system. Our
      analysis is premised on the view that the end of the Cold War needs to be considered along with the concept of
      accumulated social change in the longue dureé. It is this blend of accumulated change
      and a dramatic event that "produces" the transformations in the international system that we are
      currently witnessing.
    


    Uneven Globalization


    
      There are several possible ways of conceptualizing accumulated social change. We look for a combination of
      parsimony with sufficient respect for diversity. Our suggestion is the concept of "uneven
      globalization." The task in what follows is to define this concept in a way that allows different variations
      and nuances of globalization to come forward. Globalization can be briefly defined as the intensification of
      economic, political, social, and cultural relations across borders. Globalization is pushed by several factors;
      the most important is technological change. By "uneven" we intend to emphasize that the process of
      globalization is uneven in both intensity and geographical scope, in both the international and the domestic
      dimension. Behind this seemingly innocent definition is a wide-ranging debate about the real content of the
      globalization processes and the degree of change they invoke in the international system.
    


    
      First, we may distinguish between globalization as increased internationalization of economic intercourse, on the
      one hand, and the emergence of a qualitatively new global economy, on the other. A contribution by Paul Hirst and
      Grahame Thompson is helpful in this regard. They identified two ideal types of international economic exchange.
      One is called "a world-wide international economy" and is described as follows:
    


    
      The world-wide international economy is one in which the principal entities are nation-states, and involves the
      growing interconnection between national economies. It involves the increasing integration of more and more
      nations and economic actors into market relationships. ... The form of interdependence between nations remains,
      however, of the "strategic" kind. That is, it implies the continued relative
      separation of the domestic and the international frameworks for policy making and the management of economic
      affairs. ... Interactions are of the "billiard ball" type; international events do not directly
      penetrate or permeate the domestic economy but are refracted through national policies and processes.8
    


    
      This is the less dramatic and more narrow type of economic globalization. We might call it "intensified
      interdependence" between national economies.
    


    
      The contrasting ideal type involves qualitative change toward a system in which "distinct national economies
      are subsumed and rearticulated into the system by essentially international processes and transactions. ... The
      international system becomes autonomized, as markets and production become truly global. Domestic politics,
      whether of private corporations or public regulators, now have routinely to take account of the international
      determinants of their sphere of operations.... the national level is permeated by and transformed by the
      international."9
      Whereas intensified economic interdependence involves more of the same in the sense that economic intercourse
      between national economies increases, true economic globalization invokes a qualitative shift toward a global
      economic system that is no longer based on autonomous national economies but on a consolidated global marketplace
      for production, distribution, and consumption. Here the "global economy dominates the national economies
      existing within it."10
    


    
      Both of these meanings of globalization focus on economic processes. But globalization involves more than merely
      economics. Globalization can indeed be said to include "every aspect of social activity—be it communication,
      ecological matters, commerce, regulation, ideology or whatever."11 Globalization in this sense may also be interpreted in two
      different ways. On the one hand, it can be seen as a somewhat trivial trend toward increasing interconnectedness
      between peoples and between individuals. It is, moreover, identified by some observers as a cyclical trend, and
      it is not immediately clear that interconnectedness (including economic interdependence) has increased
      unremittingly over time.12
    


    
      On the other hand, globalization in the broad sense can be interpreted as leading toward a fundamental,
      qualitative shift in the conditions of people's lives. Globalization increases risks and opportunities for
      individuals, who become both objects of and participants in global processes, and individual actions may have
      dramatic consequences for international relations. This is the view adopted by Anthony Giddens, James Rosenau,
      and many others. The life conditions of peoples and communities are changed through globalization; local
      traditions and modes of behavior are being transformed or challenged; distant events have immediate consequences
      not only for states but for individuals' daily lives. For example, ordinary individual or family decisions
      about savings and investment require complicated analysis that involves forecasting interest rates; interest
      rates are determined by global cur
    


    
      TABLE 1.1 Dimensions of
      Globalization
    


    
      
        
          
            	 

            	Range/Scope of Change
          


          
            	Type/Scope of Processes

            	Quantitative (More of the same)

            	Qualitative (Epochal shift)
          

        

        
          
            	Narrow: Economics

            	Intensified interdependence

            	Economic globalization
          


          
            	Comprehensive: Social change

            	Increasing interconnectedness

            	Globalized societies
          

        
      

    


    
      rency markets, which are in turn affected by global economic and political developments. The Chernobyl disaster
      threatened Brazilian children via the distribution of possibly contaminated European milk powder donations to
      Brazilian schools. Anthony Giddens has made a penetrating analysis of these "consequences of
      modernity," and James Rosenau has argued that these processes lead to dramatic consequences for
      international relations.13
    


    
      In sum, these considerations provide us with four dimensions of globalization, as shown in Table 1.1. It is important to emphasize that we employ the concept of globalization
      in all of the four meanings in the table. The point is that all four aspects of globalization can be found in the
      real world. It cannot be decided beforehand which kind of globalization is the more important or predominant.
      This is a case for empirical analysis and underlines our previously stated premise: The process of globalization
      is uneven both in intensity and in geographical scope and depth.
    


    
      Furthermore, unevenness entails the possibility of fragmentation. Globalization has meant increased integration
      for the Organization for Economic Cooperation and Development (OECD) countries, yet this process has also
      involved increasing marginalization of a number of Third World countries or parts of countries. Integration in
      the core and fragmentation of large parts of the periphery have gone hand in hand. At the same time, there are
      other reasons for fragmentation. In the former Soviet Union, fragmentation takes place because of a failed
      attempt at (Soviet communist) nation-building. In former Yugoslavia and elsewhere, ethnonationalist movements
      push fragmentation in a context of local or regional core-periphery relationships.14 In sum, uneven globalization is best conceived
      as a dialectical process, stimulating integration as well as fragmentation, universalism as well as
      particularism, and cultural differentiation as well as homogenization.15
    


    
      The notion of unevenness also implies that globalization may unfold in processes that are less than
      geographically global in scope. The predominant mode of globalization may be regionalization, that is, "the
      intensification of patterns of interconnectedness that define the contours of a regional
      subsystem."16
      Therefore, the regions need to be studied and analyzed specifically so that we may be clear about similarities
      and differences. We need to study the effects of uneven globalization and the end of the Cold
      War as they are "filtered through" different regions. It is a central thesis of this book that the
      combined effect of uneven globalization and the end of the Cold War is increased variation, not only between
      North and South but also among different regions of the world.
    


    
      It is misleading to suggest that states are merely passive objects exposed to the swell of globalization. States
      are active players and their policies are probably the single most important determinant of the scope and
      direction of globalization, although some states have more capacity to act than others. There is an interplay, in
      other words, between the globalizing forces of modernity and the policies undertaken by states. Globalization may
      be said to entail a movement toward a single, unified global economy; states may push, resist, attempt to
      circumscribe or twist, this process to their own advantage. We do not accept the view that globalization more or
      less automatically leads to the demise of the state. At the same time, globalization is not a process that may
      simply be brought under the control of states.17 Our premise is that globalization presents a number of serious challenges
      to the ways in which states have traditionally pursued economic, political, and social goals. In response to
      these challenges, basic features of state structures and state behavior are undergoing dramatic change. The scope
      and significance of these changes should be explored in empirical analysis.
    


    The End of the Cold War


    
      The Cold War was based on the nuclear military competition between the two superpowers. This created a bipolar
      international system that constituted the decisive framework for all states' security concerns for 45 years.
      It involved a large network of defense alliances, the considerable presence of superpower military forces in
      Europe and elsewhere, and a system of economic and other commitments between states based on specific patterns of
      Cold War amity and enmity. Far from all of these different underpinnings of the Cold War are gone; yet the Cold
      War has ended in the sense that the bipolar rivalry is gone. A smooth process of liberal democratization and
      transition to a market economy in Eastern Europe and the former Soviet Union cannot be taken for granted. Yet the
      changes that have already taken place, including the demise of the Soviet Union, are so profound that a return to
      the Cold War is inconceivable. When the end of the Cold War is combined with accumulated effects of
      globalization, we arrive at the debate about the wider significance of what has happened. Are we witnessing, as
      some have argued, one of history's big punctuation marks: a watershed event that falls in line with other
      historical watersheds such as 1789, 1917, and 1945?18 Is the end of the Cold War the beginning of peaceful relations among
      states? Is it the successful attempt to create effective international governance and solve
      the security dilemma inherent in the old international system?
    


    
      Or are we exaggerating its importance? Was the Cold War merely a brief historical interlude when we saw bipolar
      confrontation structuring the international system, and does its demise mark the return to business as usual in
      international relations?19 Is the anarchic structure of the international system returning in force
      rather than diminishing in importance? And are we, consequently, on the road toward more violent conflict between
      and within states in the post-Cold War system?
    


    
      The present international system contains elements that can support both of these viewpoints, and yet in part,
      they are mutually exclusive. On the one hand, a change of the international system that eliminates the risk of
      war between core states is a fundamental qualitative shift in international relations. The international system
      of the last some 400 years was based on sovereign and independent states that ultimately could choose to fight
      rather than to cooperate with each other. When the interstate war option is no longer a policy instrument in
      large parts of the international system in the post-Cold War world, then the system has changed in a qualitative
      way.20 On the other
      hand, most realists and neorealists see the changes marking the end of the Cold War as a much less dramatic issue
      concerning changes in alliance patterns and power relations in terms of the relative distribution of capabilities
      in the system. The shift is from a bipolar to a multipolar, or perhaps to a unipolar, system.21 But this is not a fundamental
      change in the international sys tem—only a change in the structure of polarity.22
    


    
      To the realist the consequences of the end of the Cold War are therefore minor, at least in theoretical terms. As
      concerns the stability of the system, however, there may be dire consequences. The stability based on nuclear
      deterrence and superpower balancing in the bipolar confrontation is gone, and instead conflicts between states
      and within states will reappear. The anarchy of the international system is revealing itself—states have to fend
      for themselves, security alliances like the North Atlantic Treaty Organization (NATO) and the Warsaw Pact are
      transformed or break up, and states have to reconsider their security priorities and obligations. One
      realist's prediction is that larger states will turn inward in their security concerns and smaller states
      will be left to support themselves in a new and insecure environment.23 The end of the Cold War is not the "end of history" but
      the "return of history."
    


    
      Others have argued that this is a much too pessimistic and shortsighted view of what the end of the Cold War
      means.24 The end of the
      Cold War is a fundamental event, coming at a time in history when the international system was already ripe with
      change due to forces of globalization. The breakdown of bipolarity has unleashed forces that have fundamentally
      changed the nature of international relations. The foundations of state power have changed.
      The Cold War was also a battle of ideas, and the "losers" have experienced immense domestic turbulence
      as a result of the breakdown of the traditional foundations of state power. "The victory of liberalism and
      democracy also brought the war in Yugoslavia, for democracy requires the definition of a political community:
      liberalism and nationalism go together."25
    


    
      Power was always both a fundamental and a troublesome concept in international relations. Realists stress the
      importance of military power because violent conflict is always a possibility: "All history shows that
      nations active in international politics are continuously preparing for, actively involved in, or recovering from
      organized violence in the form of war."26
    


    
      Even when realists expanded the notion of power to include economic and technological capabilities as well as
      less tangible elements such as prestige and leadership qualities, power was always power of the state. The end of
      the Cold War invokes change of power in a double sense. On the one hand, nonmilitary forms of power become much
      more important, including "soft power." The importance, for example, of television and new information
      technology has dramatically increased.27 On the other hand, power is becoming more dispersed among actors both
      within states and in the international system. The building of the European Union with new powers to different
      European regions, to trade unions, to social groups, is a case in point.
    


    
      These processes dramatically increase the influence of nonstate actors. One scholar claimed that a global civil
      society "is being constructed before our eyes."28 In other words, the end of the Cold War signals a profound transformation
      of the role of the state in international society.
    


    
      Furthermore, there is the claim that the end of the Cold War signals the end of war. The prevalence of liberal
      democracy in the great contest with authoritarianism means a change of international relations in the direction
      of peace.29 Even if the
      entire world has not become democratic, the number of democracies is increasing, and there is a zone of peace
      with the consolidated democracies as the core.30
    


    
      We thus have two competing interpretations of the end of the Cold War, On the one hand, it is seen as a
      qualitative change of international relations with fundamental consequences for the nature and the understanding
      of international politics. War is much less likely and there are increasing prospects for international
      governance. On the other hand, there is the argument that the end of the Cold War merely meant changes in the
      distribution of power within an anarchic system of states, a system that retained its ancient features of state
      units facing a security dilemma. In summary, a distinction between quantitative and qualitative change and
      between relations among states and global processes in a wider sense is helpful. We thus end up with the four
      categories shown in Table 1.2.
    


    
      The qualitative-quantitative distinction brings out the debate between a "back to the futures-oriented
      realism, according to which changes in the
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      balance of power are the major event after the Cold War, and a view based on liberalism, according to which a
      possibility exists for the end of war between states, at least in some parts of the international system; the
      major reason for such optimism is the advance of liberal democracy.
    


    
      The distinction between global processes and states emphasizes that the changes taking place are not necessarily
      confined to states as we knew them during the Cold War. New political forces surface: Ethnic and regionally based
      groups lay claim to independence or autonomy and thereby threaten the traditional understandings of sovereignty
      and statehood. Nonstate actors may gain access to weapons of mass destruction and undermine the entire concept of
      national security (see Chapter 8). Fragmentation of states is taking
      place together with attempts at integration and the creation of new institutions at the supranational level.
    


    
      If we combine the most radical interpretations on both of these dimensions, we arrive at the vision of a
      globalized society without war: In a liberal democratic world, violent struggle between competing states will
      disappear. States will indeed cease to be repositories of the loyalties and cravings of groups of individuals. A
      power structure in the traditional sense can no longer be identified because power is diffused to different
      levels, from the individual microlevel to the global governance macrolevel. There is a wide variety of power
      resources, or means of influence, and concrete resources are much less fungible across issue areas.
    


    
      We have described different aspects of globalization and of deliberations concerning the effects of the end of
      the Cold War. Taken together, they present us with quite different possibilities of interpreting current events.
      On the one hand, we have a not very dramatic prospect of increased interdependence as a result of globalization
      together with modifications in the balance of power after the end of the Cold War. On the other hand, we have the
      more dramatic notion of globalized societies in a world without violent struggles between states. It is a world
      where states to an increasing degree are enmeshed in structures in which both individuals and nonstate
      institutions are of importance, a world where notions of hegemony and uni- or multipolarity become increasingly
      irrelevant because globalization and the end of the Cold War have invoked a system in which
      states have ceased to be the privileged actors of special importance that they were in the old order. This
      radical vision is the ultimate expression of the direction of change taking place. We do not deny that elements
      corresponding to this vision exist or are in the making in the real world. But it is not a valid picture of the
      actual state of affairs and of the dominant trends in major regions. This will be demonstrated in the analyses of
      regional variation that make up the bulk of this book.
    


    Instead of the Grand Vision: Regional Variation


    
      In what follows, we briefly summarize the chapters in this volume. Instead of the grand vision just recognized of
      globalized, peaceful societies, the contributors present a picture of great regional variation. Out of these
      analyses of specific regions, combined with general reflections on changes in the international system,
      discernible patterns may be identified. We start with the chapters on core regions and countries, then move on to
      the periphery and, finally, to Russia.
    


    
      Speaking from Europe, Michael Zürn traces in Chapter 8 a complex process
      of historical development in which processes of globalization pushed by earlier state measures have created a
      present situation where national policies of welfare, culture, communication, and security are increasingly
      ineffective. The result in the political sphere is attempts at further integration combined with subnational
      tendencies toward fragmentation. The end of the Cold War produced new types of conflict in the former communist
      countries, and the speed of European integration appears to be locked in battle with the increases in
      fragmentation in Europe. It is this twin process of fragmentation and integration that has created the current
      turbulence.
    


    
      The acute problem seen from Western Europe is one of "uneven denationalization": On the one hand, the
      rise in international governance is slower than the process of globalization, which means that the loss of
      national policy effectiveness is not recaptured at a supranational level, resulting in a "deficit in the
      capacity to govern." On the other hand, the existing institutions of international governance are not
      equipped with mechanisms for democratic control and as a result, people tend to become "alienated from the
      remote political process."
    


    
      Robert Keohane, in Chapter 9, is less pessimistic about the capacities
      of states to govern. Although it is true that globalization has increased the demand for international
      governance, advanced liberal democracies have, in general, been able to meet this demand, even if this will not
      necessarily be the case in the future. In response to globalization among industrialized liberal democracies, the institution of sovereignty is changing. "Rather than connoting the exercise
      of supremacy within a given territory, sovereignty provides the state with a legal grip on an aspect of a
      transnational process, whether involving multinational investment, the world's ecology, or the movement of
      migrants, drug dealers, and terrorists. Sovereignty is less a territorially defined barrier
      than a bargaining resource for a politics characterized by complex transnational networks." Yet
      institutions of international governance continue to basically reflect national interests of dominant domestic
      coalitions in participating states. States bargain away elements of sovereignty in pursuance of their own
      interests. What they get in return is influence on developments of their concern through "partial authority
      over others' policies." At the same time, such procedures have stringent domestic preconditions, with
      constitutional democracy as the most important factor. It is the presence or absence of pluralist democratic
      institutions that determines to what extent the end of the Cold War will place us in a renewed situation of
      anarchy and conflict or in a changed, more cooperative and institutionalized international system. There will
      thus be great variation among the different regions of the world. In major parts of the world preconditions for
      democracy are lacking and sovereignty will continue to function in traditional ways. What role will the United
      States play in these developments? According to Robert Keohane, U.S. policy is turning inward, focusing on
      economic considerations. U.S. willingness to provide leadership in shaping international institutions of a global
      nature will therefore depend on the extent to which these institutions are seen to serve national economic
      interests.
    


    
      In Pacific Asia, the end of the Cold War has produced few dramatic changes. In Chapter 7, Takashi Inoguchi points to three major reasons for this. First, no
      all-encompassing military security arrangements existed in the region during the Cold War. Second, the region is
      the economic powerhouse of the world in terms of rapid growth, thus creating rising military expenditures while
      the dependence on outside powers is being reduced. Finally, traditional rivalries have always been strong in the
      region, and the lack of regionwide political institutions both reflect and reinforce this. The end of the Cold
      War has localized politics in Pacific Asia even more than was the case earlier, and the state is still more
      firmly in control here than in other regions. The lack of common institutions could lead one to worry about
      stability, but this lack is to some extent compensated for by the cultural and ethnic networks that permeate the
      region.
    


    
      Furthermore, Inoguchi notes how the economic forces of globalization tend to call forward defensive responses
      from many states, such as protectionism, new regulations, and cartelization. In this context, there is a tendency
      for regional bloc formation, which poses special problems for Pacific Asia because there is a demand for more
      regional cooperation at the same time that such cooperation must avoid taking on the form of a regional protectionist umbrella. Pacific Asian countries depend on global market access for their rapid
      economic development, so regional economic cooperation in Pacific Asia takes place through channels such as
      corporate networks, the Chinese community in Asian countries, and market mechanisms.
    


    
      From a Chinese perspective, Zhang Yunling stresses, in Chapter 5, that
      globalization has primarily meant integration among the developed countries—the triad of the United States (North
      America), the European Community (Western Europe), and Japan—whereas the former eastern bloc and countries in the
      South have been largely excluded. Yet China vigorously pursues economic modernization and seeks further economic
      integration with developed countries for that purpose. In Zhang's opinion, hardly anything can divert Chinese
      attention from the top-priority aim of economic modernization and growth. For this reason, China will seek
      international stability and economic cooperation with developed countries and refrain from a position of radical
      leader of the South, struggling for a more equal world order. Furthermore, China will seek regional economic
      cooperation instead of power-oriented policies toward regional hegemony. The end of the Cold War refocused
      China's attention on the regional power situation. In security terms, the regional perspective has become
      much more important for China, as concerns both risks and new possibilities for cooperation.
    


    
      Osvaldo Sunkel clearly conveys in Chapter 3 that Latin American
      countries are also following global trends and pressures toward additional economic cooperation and integration
      in the world market, after a long period of protectionist policies of import substitution. Sunkel interprets the
      current phase of economic globalization in a historical perspective; economic growth has proceeded in long,
      Kondratieff-like cycles of upswings and downturns combined with superstructures of political order (or hegemony)
      in upturns and political disorder in downswings. The worldwide postwar growth phase was combined with a vastly
      expanding role of the states in economic regulation and welfare. The present phase of economic globalization is
      market-driven, led by the large transnational corporations, and in both national and international contexts,
      state regulation of economic activity is being rolled back. Although the end of the Cold War has fewer
      consequences in Latin America than elsewhere because the region was less of a battleground between East and West,
      it does contribute to reinforce reductions in the role of the state and thereby exacerbate the effects of
      globalization. The overall consequence is a process of globalization that is largely hierarchical, both among
      countries globally and within domestic societies in Latin America and elsewhere. Cores of advanced economic
      activity are surrounded by peripheries of economic stagnation and crisis; transnational economic integration is
      accompanied by national disintegration, albeit with significant variation in relative intensity among countries.
      Sunkel emphasizes that in order to mitigate these developments, the states must be brought back in, not to repeat the same kind of activities as in the past but to strike a new balance, more
      appropriate to contemporary conditions, between market dynamics and state policies in order to secure a measure
      of equality and welfare. However, for this to take place, the frail, elite-dominated democracies in Latin America
      need to establish wider social roots in order to secure a more solid, popular basis; this is happening only
      slowly.
    


    
      In South Asia the end of the Cold War has created an opportunity to solve old problems of confrontation between
      the major players, India and Pakistan. There is no longer a great-power confrontation to bolster tension between
      India, Pakistan, and China. In Chapter 4, Gowher Rizvi emphasizes the
      marginalizing aspects of current processes of economic globalization. The triad (United States, European
      Community, and Japan) of developed countries has turned its attention to its own problems and to the former
      planned economies. Aid and investments will increasingly go to these latter countries, which are competitive in
      areas that challenge South Asia. In effect, South Asian countries may be increasingly left to their own devices,
      that is, to regional cooperation, in their pursuit of economic development. Rizvi is highly skeptical, as in
      Sunkel, about the rollback of the state that took place in South Asia during the 1980s, and he also stresses the
      need for more democracy in order to pave the way for improved state performance: "The solution to the
      economic problems of the Third World is not to unleash the market by emaciating the government but to ensure good
      governance and strengthen the capability of the people so that they can realize their entitlement." Success
      in regional cooperation also depends on stronger democracies; with continued elite dominance, the respective
      national bourgeoisies will seek to preserve their privileges.
    


    
      Claude Ake takes on the African perspective in Chapter 2. The end of the
      Cold War has produced an identity crisis: "Those who believed so passionately have very little now to
      believe in. Ideological solidarity and the discipline that came from soldiering in the Cold War crumble, leaving
      in their wake a confusing freedom and a blurring of self-definition." Ake points to the homogenizing effects
      of globalization in a process that also increases hierarchization. The division between North and South, between
      rich and poor, is larger than ever and the gap is growing. Yet globalization pushes the "theology" of
      market forces, as well as liberal democracy, across the world. But this has not been helpful in Africa. The
      concrete shape of market forces in Africa is structural adjustment programs (SAPs) launched by the International
      Monetary Fund (IMF) and the World Bank; so far they cannot claim "a single case of unambiguous
      success." Liberal democracy in Africa has meant a "formal minimalist democracy" of low-quality
      multiparty elections. People are allowed to "choose between oppressors and by the appearance of choice
      legitimize what is really their disempowerment." There are no clearcut solutions. Africa is now forced to
      attempt the option of self-reliance, which is by no means a sure key to improvement. At the
      same time, democracy needs to be promoted in its original meaning, popular power, not only in the South but also
      in the North. "The ordinary people of Africa are supporting democracy as 'a second independence.'
      This time they want independence not from the colonial masters but from indigenous leaders. They want
      independence from leaders whose misrule has intensified their poverty and exploitation to the point of being
      life-threatening. And they are convinced that they cannot now get material improvement without securing political
      empowerment and being better placed to bring public policy closer to social needs."
    


    
      Finally, there is Russia. If the Soviet Union went under because of its inability to successfully complete a
      process of modernization, Russia's journey toward the same goal will be a difficult and unsafe one. Vladislav
      Zubok, in Chapter 6, sees Russia as being in a precarious position in the international economic system with chances
      both of graduating to the core and of sinking into the periphery. The short-term prospects are disastrous;
      Russia's links to the world economy consist mainly of three elements: import of consumer goods from the West,
      export of raw materials, and sales of arms. The president has not so far been able to formulate a coherent policy
      for economic development. The private sector, however, expands rapidly, and there are success stories from some
      of the regions. Even under present hardships, only a small minority supports the idea of the "restoration of
      the Union." Russia may yet succeed. What is clear from Zubok's analysis is that domestic factors will be
      the principal determinants of the outcome. The international system may have set the stage for present struggles
      for modernization, but the international system is not of decisive importance for the end result in Russia. The
      region that was the Soviet Union is immersed in the struggle to gain sovereignty in the traditional sense and to
      build national institutions. Building international institutions and employing sovereignty as a bargaining chip
      is not relevant in the midst of the extreme fragmentation process taking place.
    


    
      In conclusion, what emerges from these analyses is not a grand vision of globalized, peaceful societies but great
      diversity, not only between North and South but also among and within the different regions and countries of the
      world. New zones of peace and new zones of conflict exist alongside each other, all in the same "world
      order." Instead of seeing a generally peaceful world, we see numerous different ways of trying to achieve
      security in the face of several types of risk. Some of these attempts are global, but the major ones appear to be
      regional. Thus security is becoming increasingly regionalized, and the variations among regions change the global
      security debate. Global peace is hardly on the agenda. There is a zone of peace among the consolidated liberal
      democracies of the North, but even here there are old and new risks, brought about by
      processes of fragmentation and by the deficit in the capacity to govern caused by uneven denationalization.
    


    
      Pacific Asia and South Asia have specific regional security problems that have not gone away with the ending of
      the Cold War; they are simply cast in a new light. The region has new opportunities for peaceful solutions but
      also faces possible new conflicts fueled by increased military spending and based on old hostilities no longer
      kept in check by the bipolar confrontation. In Africa, the end of the Cold War has not resolved the security
      problems caused by the grip of personal rulers on their respective populations and by autonomous military
      apparatuses outside constitutional control.
    


    
      Regarding economic matters, the globalization of finance, production, and communication is creating a more
      unified world market. The lifting away of the Cold War overlay has drawn increasing attention to the importance
      of economic growth strategies within states and in regions. Two problems emerge as a consequence: The autonomy of
      national governments to undertake national macroeconomic strategies has become seriously eroded. And the
      globalization of the world economy pushes the issues of income inequality and the growth differential among
      regions into center stage in both international and national politics in the South and the North. Globalization
      prompts economic integration as well as fragmentation. Defensive responses to globalization of protectionism and
      new regulations tend to foster the creation of regional economic blocs.
    


    
      The basis for such measures of regional self-reliance are dramatically different as we move from the North to the
      South, and variation inside the South is also considerable: It is clear that the world emerging from the end of
      the Cold War is marked by globalization that is uneven to an unseen extent and has economic and social
      differences of immense proportions. The contributors speaking from Africa, Latin America, South Asia, and even
      from China all stress this point. A new system of dominance is in the making. It consists of the conventional
      element of economic dominance of a center over a periphery, perhaps with a new twist added: The centers in the
      triad have less economic need for large parts of the periphery; less need for raw materials because they are
      increasingly insignificant for advanced economic growth; less need for cheap labor outside a small number of
      countries in the "near peripheries" of South Asia, Eastern Europe, Mexico, Central America, and the
      Caribbean; and a lack of interest in large parts of the periphery as concerns direct investment because the
      markets are uninteresting, undynamic, with no purchasing power and high political risks.31 This creates the prospect of
      "self-reliance by default," which Ake mentions for Africa. Ironically, this prospect comes at a time
      when current economic wisdom in the North is recommending world market integration more than ever and when
      countries of the periphery are eagerly seeking such integration.
    


    
      But the structure of dominance contains a novel element: the renewed prominence of the
      political and ideological dimensions—the dominant notion of global liberal democracy sustained by an economy
      controlled by market forces. Although there is nothing wrong with this notion as a general principle, it creates
      severe problems in several parts of the periphery when translated into concrete measures of rollback of the state
      and structural adjustment programs. Claude Ake, Osvaldo Sunkel, and Gowher Rizvi present a concept of more
      genuine popular democracy as the road to avoiding the replacement of market failure with state failure, but this
      is a longer-term prospect and might not succeed. Yet they point to the fact that a more or less "standard
      liberal democracy plus market" may in the short and medium term create at least as many problems as it
      solves and might even undermine the democracy it is supposed to build.
    


    
      These conclusions present new challenges to a theorizing in international relations that aspires to take the end
      of the Cold War and uneven globalization seriously. Mere adaptation of existing theories based on concepts of
      sovereign states in an anarchic international system is insufficient. In the final chapter we address the
      implications of our results for international relations theory.
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    The New World Order: A View from Africa


    
      CLAUDE AKE
    


    
      If academic writings are any guide, there are not many who believe that a new world order has emerged or that it
      is even in the making. This skepticism may have less to do with the reality than the image of the person who
      coined the term. For a new world order is indeed emerging, constituted by the process of globalization and the
      winding down of the Cold War. Both events reinforce each other in reconstituting the world and the way we relate
      to it. They have created a phenomenal orientational upheaval and a frantic search for collective identity framed
      by what I may call, for lack of a better term, political ethnicity. Political ethnicity is the politically
      articulated insistence by a social group on its historical uniqueness and its prerogatives. What makes the group
      ethnic is that it defines membership categorically in terms of some attributes that are essentially primordial in
      the sense that the question of their historicity does not arise.
    


    The Cold War


    
      The Cold War, arguably the greatest war of the modern world in terms of its reach, impact, and intensity, is
      over, but its influence was so pervasive and profound that its passing away can be expected to be in its own
      right a momentous event in world history. It is proving to be just that. Already, it is restructuring the world
      and our consciousness of it. The new world order is indeed an objective necessity. The winding down of the Cold
      War has given tremendous impetus to a severe identity crisis and, increasingly, to political ethnicity as the
      epic confrontation of the two great ideological camps has yielded to a bland pragmatism. Both winners and losers
      seem bewildered; the one for fighting so fanatically an enemy whose celebrated strength and malevolence appears
      to have been largely a figment of the imagination, the
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      other for defending vehemently, at inestimable cost, what it should have recognized all along
      as a fake substitute for its cherished model of society. Those who believed so passionately have very little now
      to believe in. Ideological solidarity and the discipline that came from soldiering in the Cold War crumble,
      leaving in their wake a confusing freedom and a blurring of self-definition.
    


    
      Contemporary society appears to be in the grip of a postmodern consciousness that eschews all epiphanies and sees
      no faith, only pluralities, differences, contradictions, and archaeologies of knowledge that validate themselves
      rather arbitrarily. In the context of this epistemology, politics becomes unprincipled and the validity of
      seeking ends such as peaceful coexistence and development partnership is exposed to doubt. At the same time
      self-definition is blurred, for there is no clarity in indeterminacy.
    


    
      The lack of belief is compounded by the lack of a great cause or a great enemy, which has made the search for
      collective identity more frantic. The end of the Cold War is revealing how far political identity depends on
      these factors. After the Cold War, Europe is less coherent, less keen on integration even though it also
      recognizes that it is too late to turn back or even stand still. The United States has frankly recognized the
      need to redefine itself. So has Japan, and Germany too. The Soviet Union fell apart before the question became
      pressing, but its components have not escaped it. The Cold War alliances in the South have largely collapsed,
      leaving many worried about regional security and searching frantically for new alliances and identities. Everyone
      recognizes that new causes and new enemies are critical for this quest. But they are hard to come by. Gypsies,
      immigrants, indigenous peoples, homosexuals, and minorities are not really the stuff of heroic causes, but some
      are making do with them. "Third World chaos" and "terrorist Third World countries" are
      emerging as prime candidates of military threat to the North, but they are not so convincing. The poor countries
      are luckier. Development remains a plausible cause and poverty a great enemy.
    


    
      The North's image of itself (at any rate, the image of its leadership) has contributed to the identity crisis
      and to political ethnicity. The North has always conflated its own model of society with the ideal state of
      being. In the 1960s, this was epitomized in the rather premature proclamation of the end of ideology. That this
      turned out to be a costly mistake did not apparently matter. For in the heady triumphalism of the post-Cold War
      era the claim has been revived, and it is more dogmatic and grander: The real and the ideal have become one in
      the contemporary North; history is over. Not many will say it with the audacity of Francis Fukuyama, but it would
      appear that many in the North feel that way and think that way. That is the rub. If history is over, where are
      we? The end of history is not a cry of triumph but an acknowledgment of dark despair. If the
      presumption of perfection is a problem, so are the realities that keep breaking through this presumption. In the
      best of all possible worlds, many are puzzled to find themselves powerless, unemployed, poor, and deprived. And
      such a state cannot be caused by the good society.
    


    
      In short order, this translates to paranoia, irredentism, ethnic conflict, and racism. In the South, the surge of
      political ethnicity mainly expresses the multiple crisis of economy, polity, and identity. Ethnic identity offers
      a way of coping, a highly desirable replacement of present realities such as the humiliations of being
      underdeveloped in a world in which rich and poor, weak and strong alike worship technological progress, wealth,
      and power. It offers some comfort in the face of cultural extinction and a great deal of comfort in a world of
      increasing complexity, change, and strangers that one neither comprehends nor controls. Ethnicity offers an
      alternative map of a community that is intimate, predictable, caring, and privileged in its exclusivity.
    


    Uneven Globalization


    
      It is increasingly difficult to agree on a definition of globalization; as studies of the process proliferate, so
      does the problem of defining it. But there is some agreement of what some of its elements are. Among other
      things, globalization is the march of capital all over the world in search of profit, a process reflected in the
      reach and power of the multinational corporation. It is about growing structural differentiation and functional
      integration in the world economy; it is about growing interdependence across the globe; it is about the
      nation-state coming under pressure from the surge of transnational phenomena, about the emergence of a global
      mass culture driven by mass advertising and technical advances in mass communication. Globalization is a very
      complex process. It is by no means unidirectional and it is quite contradictory. It uniformizes and diversifies,
      concentrates and decenters; it universalizes but also engenders particularities; it complexifies and simplifies.
      Always, it is mediated and differentiated in form and content by historical specificities.
    


    
      For all its complexities, ambiguities, contradictions, and historical specificities, globalization has an
      overriding trend, namely homogenization. Indeed, it is the thrust of homogenization that gives a dialectical
      unity to the singularities, ambiguities, and contradictions of the process. But something even more important
      hides behind the homogenization. Globalization is not just an abstract process of homogenization: There are
      identifiable centers from which it draws its impetus, notably New York, Tokyo, Frankfurt, London, Paris. It is
      not an abstract universal that is magically emerging everywhere; it is concrete particulars that are being
      globalized. What is globalized is not Yoruba but English, not Turkish pop culture but
      American, not Senegalese technology but Japanese and German. The geometry and trajectories of globalization are
      clear enough. Globalization articulates the structuration and dynamics of power. It is a complicated process of
      hegemonization in which the hegemon is not often in control and is at once dominant and subjected. As a process
      of hegemonization, globalization uniformizes and hierarchizes. Hegemony does not entail the eradication of
      diversity; it articulates and relates the differences without eliminating them.
    


    
      In its effects, the process of globalization is much like the winding down of the Cold War. To begin with, it
      causes orientational upheaval, anxiety, and identity crisis. It is producing changes on a monumental scale,
      changes that represent drastically different ways of being and thinking; for instance, globalization is
      challenging the much-cherished idea of national sovereignty and the organization of the world into nation-states.
      Much of the impetus of globalization comes from the accumulation of capital; it is a by-product of the drive for
      competitive efficiency, an effort to create, control, and profit from a global mass market. The stakes are high,
      the demands on the competitors get ever more strenuous, there is no respite from anxiety. Globalization produces
      many losers and many more who worry about losing. It alters economic and political relations in the local space,
      it threatens cultures. Some are universalized, but even this is a threat, for in universalizing, it also
      transforms. It eradicates some, museumizes others. It collapses distance and conjures proximity that can be
      discomforting. In universalizing certain values, globalization can exacerbate scarcity, competition, and
      conflict.
    


    
      Uneven globalization is not only a process but also an ongoing structuration of power. The popular notion of the
      world becoming one is more than anything else perhaps a description of hegemonization. Globalization is the
      hierarchization of the world—economically, politically, and culturally—and the crystallizing of a domination. It
      is a domination constituted essentially by economic power. To the extent that globalization is so driven by
      economic forces, it represents the triumph of materialism and its ultimate triumph in mastering the world.
    


    
      Here again, globalization and the winding down of the Cold War interface. There is some truth in the popular
      notion that the Soviet empire collapsed and put an end to the Cold War because it was too tyrannical and because
      the surge of democracy proved irresistible, but these were relatively minor contributory factors. The collapse
      came mainly because the Soviet Union failed to prosper economically, and the main lesson of this great historical
      event is the centrality of economic management performance in the determination of the feasibility of regimes. It
      would appear that the lesson of the Cold War is well taken in the primacy that is now accorded by everyone to
      economic growth and the prevailing theology of the market.
    


    What Has Changed?


    
      Uneven globalization and the winding down of the Cold War have unleashed forces that are reshaping the world and
      our consciousness. The changes they are introducing are so far reaching that we can properly speak of the
      constitution of a new world order. In the African's view, the fundamental feature of the new world order is
      the radical division of the world into rich and poor nations, aggregations usually referred to in geopolitical
      terms as North and South.
    


    
      This division existed in the era of the Cold War. But it was obscured by "the second world," the
      ideological struggle between capitalism and socialism and the hegemonic contest between East and West. Indeed,
      there were always two basic cleavages, North-South and East-West. Now the East-West cleavage has virtually
      disappeared, leaving only North-South, which is all the more conspicuous now for having the field alone and all
      the more important for being reconstituted by the peculiar dynamics of the post-Cold War world. The term
      North-South does not accurately describe these polarized formations, for it is only shorthand for a plurality of
      highly asymmetrical relations of power, especially economic, technological, political, and military. But it will
      suffice.
    


    
      The disparity in means and power is stunning by any conventional measure of economic and technological distance
      and military capability. For instance, in a rough estimate, 75 percent of the world's population lives in the
      South but accounts for less than 25 percent of the world's productive output and less than 15 percent of
      global trade. By all indications, the poor world's share of the world's population is still increasing,
      and its share of the world's output is diminishing. The ratio will approach 80 percent of the world's
      population having less than 20 percent of its resources by the year 2000.
    


    
      To all appearances the gap between the rich and the poor world is growing. According to the United Nations
      Development Programme (UNDP), the income of the richest 20 percent of the world's population was 30 times
      that of the poorest 20 percent by 1960; by 1990, it was 60 times more.1 And it is not difficult to see why the gap remains and
      grows. Per capita, the North has 9 times the number of scientists and technical personnel in the South and 24
      times more investment in technological research.2
    


    
      The saliency of the North-South dichotomy does not underplay the contradictory and even conflictual plurality of
      each of these formations. Cultural differences have survived the uniformizing effect of capitalism even in the
      North, where it has been most successful. The cultural differences among France, Britain, and Germany are
      considerable. Between the United States and Japan, they are immense. Another source of diversity and conflict is
      that these countries are highly nationalistic and this nationalism will likely turn aggressive in the present
      surge of ultraconservatism and increasing economic competition. The growth of German power
      has already ruptured the balance of the European Community (EC), and it begins to look as though, in spite of its
      modesty, it is Germany rather than the EC that will emerge as the European power; this will be highly stressful
      for Europe. The alienation between Japan and the United States continues to grow despite every effort to contain
      it. The question now is not whether it will lead to conflict but how serious a conflict. Those who won the world
      wars so decisively, have lost the peace just as decisively, setting the arena for the renewal of political,
      economic, and hegemonic competition.
    


    
      In the South, the divisions are more numerous and deeper still. Most countries of the South are plural societies
      in the grip of strong centrifugal forces, including secessionism. The South is deeply divided by religious
      differences that are often politicized. It is prone to violent, atavistic nationalism, territorial disputes, and
      struggle over natural resources. The satellization of the South by the wealthier nations of the North is another
      source of division and conflict in the South; now and then it leads to proxy wars.
    


    
      And yet in the North, as well as the South, solidarity exists amidst these substantial differences. As is to be
      expected, the North is more conscious and more solidary, a fact readily discerned in the Group of Seven's
      (G-7) keen defense of member countries' collective interests and its tendency to conflate them with those of
      humankind, its constant striving for more unity within its ranks, and its members' ready consensus on
      North-South issues. This consensus is discernible even in academic theories of the world order.
    


    
      As for the South, solidarity is still rudimentary because it is more numerous, more complex, more diverse,
      heavily dependent, and easily divided. However, southern solidarity has grown considerably from the futile battle
      of the 1970s for a new international economic order. By the early 1980s, the assertiveness of the South was muted
      by economic crisis. However, it is on the upsurge again, this time precisely because of the South's economic
      marginality, now greatly increased. The solidarity of the South was evident during the Gulf War in the ambiguity
      of most countries who were outraged by Iraqi aggression but felt nonetheless that the war was essentially about
      the North monopolizing the control of essential commodities and putting upstart poor countries in their place.
    


    
      Significantly, the end of the Cold War, which might have been expected to enhance global peace and security,
      appears to have increased the insecurity of the South and sent it scrambling for means of shoring up its
      security. This prospect was a main concern at the thirtieth anniversary meeting of the Nonaligned Movement in
      Accra (September 2 to 8, 1991). The conference attendees paid a great ideal of attention to the solidarity of the
      South in the struggle against political marginality and oppressive poverty, which was proclaimed as a necessary
      step in the building of a truly new world order in which cooperation replaces conflict. One specific aspect of
      the political struggle mentioned was the democratization of the international political
      system, especially the United Nations, including a shift in decisionmaking from the Security Council to the
      General Assembly and in trade negotiating from GATT (General Agreement on Tariffs and Trade) to UNCTAD (UN
      Conference on Trade and Development).
    


    
      The North-South divide is arguably more threatening to the safety and well-being of humankind than the old
      ideological bipolarity, whose main threat, a superpower nuclear war, was never really more than a theoretical
      possibility. Whereas the bipolarity of the Cold War was characterized by equality, the new one is characterized
      by gross inequality that is destabilizing on account of its association with extreme poverty. Moreover, "the
      end of ideology," which is always acclaimed as an asset to peace, will accentuate the bitterness of this
      contestation. As the bonds of principle and political morality come loose and yield to pragmatism, the struggling
      national entities, absorbed in their self-aggrandizement, confront each other merely as powers whose conflicting
      claims resolve into a calculus of strength; the end of ideology, which is also the end of innocence,
      "de-moralizes" international politics, transforming it into a Hobbesian struggle not in the sense that
      there is no order or hierarchy but in the structuration of order, hierarchy, status, and value as functions of
      mere power. In this sense, the world is nastier.
    


    
      The consequences of the reconstitution of the world in terms of the primacy of the economic are interesting.
      Economic forces are constituting the world into one economy and, to a lesser extent, one political society.
      Nations participate in global governance according to their economic power, which is coextensive with their
      rights. This global order is ruled by an informal cabinet of the world's economically most powerful
      countries; its law is the logic of the market, and status in this new order is a function of economic
      performance.
    


    
      What this means for the poorest regions of the world, notably Africa, is easy enough to see. The logic of this
      new world effectively disenfranchises the poorest regions such as Africa and tends to disallow concessions to
      their weaknesses. Africa's share of every major world economic indicator, marginal to begin with, has been
      declining. According to World Development Report Africa's percentage share of
      global GNP (gross national product) was 1.9 percent in 1960 and 1.2 percent in 1989; its share of global trade,
      3.8 percent in 1970, was down to 1.0 percent in 1989; Africa's share of global commercial bank lending was
      0.3 percent in 1970 and 0.3 percent in 1989; foreign private investment was 24.8 percent in 1970 and 15.0 percent
      in 1989.3 These
      statistics have not even registered the declining strategic significance of the region and its economic
      consequences and the preoccupation of the rich countries with the liberalizing former socialist states. The
      prospects of Africa coming out of its current crisis are poor; those of accelerated development are poorer still.
    


    
      The response of the agents of development to the African crisis is a typical new world order
      response, namely the liberation of market forces through structural adjustment programs (SAPs). Since 1982-1983,
      over 30 African countries have been obliged to adopt International Monetary Fund-type SAPs. But so far, there is
      not a single case of unambiguous success. Economic regression continues with growth rates lagging well behind
      population growth.
    


    
      But in a world in which the market is a theology, it has been impossible to accept that SAPS are not working and
      probably cannot work in Africa. More and more SAPs continue to be conducted amidst growing poverty, growing
      disenchantment, and collapsing consensus while the IMF pleads for greater political will. Here is another problem
      of the ideological catholicity of the new world order. It is the poor and the weak who bear the burden of this
      catholicity; generally it does not reflect their interests and they cannot change it, nor can they afford to
      indicate that they dislike it.
    


    Security Issues: Threats to the South


    
      For the South, especially Africa, one major source of threat is the North's open contempt and the presumption
      that the South's interests do not matter. The attitude is inflammatory and seriously constrains the
      realization of Africa's interests. A U.S. scholar of the South has given us some telling examples of this
      attitude. In a famous lecture, Hugh Trevor-Regius, professor of modern history at Oxford University, said,
      "Perhaps in the future, there will be some African history. But at present there is none; there is only the
      History of Europeans in Africa. The rest is darkness ... and darkness is not a subject of history." In a
      similar vein, the American media icon Eric Severeid declared: "There is very little in most of the new
      African and Asian nations worth anything in twentieth century terms that was not put there by
      Westerners."4 Then
      there is the famous encounter of Henry Kissinger and Gabriel Valdes, the Chilean foreign minister under the
      government of Eduardo Frei. Valdes had told President Richard Nixon that for every dollar of U.S. aid, Latin
      America was sending back $3.80 to the United States. Questioned about his facts, he added that his statistics
      came from a study conducted by a U.S. bank. That did not stop Kissinger from summoning Valdes for a reprimand.
      Kissinger said to Valdes: "Mr Minister, you made a strange speech. You come here speaking of Latin America,
      but this is not important. Nothing important can come from the South. History has never been produced in the
      South. The axis of history starts in Moscow, goes to Bonn, crosses over to Washington, and then goes to Tokyo.
      What happens in the South is of no importance. You're wasting your time."5
    


    
      The South is also threatened by the perception, now widely prevalent in the North, that the military superiority
      of the North is partly redundant, that too many southern nations are acquiring weapons of
      mass destruction and their delivery systems for Northern comfort. Charles Krauthammer argues that one consequence
      of a world shrunk by technology is the narrowing of the divide between great powers and regional powers, who
      increasingly have access to relatively crude but highly destructive weapons. Citing the case of Iraq, he laments
      that "relatively small peripheral and backward states will be able to emerge rapidly as threats not only to
      regional, but also world security." In the face of this reality, "there is no alternative to
      confronting, deterring and if necessary, disarming states that brandish and use weapons of mass
      destruction."6
    


    
      Despite their vastly different visions of the new order, "William Pfaff comes to much the same conclusion as
      Charles Krauthammer. He argues that one novel feature of the contemporary world is "the proportionate
      weakening of the military advantage enjoyed until now by the advanced industrial countries, as industrializing
      nations—Iraq, China, India and others—acquired the ability to produce weapons of mass destruction. This obviously
      is what has given such significance and emotional weight to the Gulf crisis. Iraq is a metaphor for a Third World
      that can attack the wealthy nations that dominate the international system, and so avenge the poverty of the
      South."7
    


    
      Sergei Rogov offers another version of the increasingly popular notion of a threatening South: "With regard
      to North-South relations, there is a real possibility that the post-Cold War order will be characterized by
      competition rather than co-operation. The arms race may shift its center of gravity to countries of the South,
      some of which have become recipients of significant arms flows if not weapons producers in their own right. The
      proliferation of nuclear, chemical and biological weapons and the means of their delivery, and of sophisticated
      conventional armaments and military technology, creates a serious threat to international
      security."8
    


    
      In the same vein, David Rothkopf argues that technology has disarmed the great powers by making them too strong
      to risk a fight while giving disproportionate powers to lesser players who can dare to fight because they have
      too little to lose.9
      Some have gone so far as to present the South as the new enemy to replace the Soviet Union. For instance, Charles
      Krauthammer argued recently that the new enemy of the United States and the West is "the small outlaw
      states, the Iraqs of the future."10 The emergence of these small outlaw states, which he calls "weapon
      states," are for Krauthammer the "most crucial new element in the post-Cold War world."
      Specifically, the weapon states are dangerous because they "have deep grievances against the West and the
      world order that it has established and enforces. They are therefore subversive of the international status quo,
      which they see as a residue of colonialism. These resentments fuel an obsessive drive to hightech military
      development as the only way to leapfrog history and to place themselves on a footing from which to challenge a
      Western-imposed order."11
    


    
      Apparently the danger from the South is taken seriously enough to elicit changes in northern
      defense strategies in the direction of orientation toward the South. In a speech delivered on August 2, 1990,
      President George Bush outlined a post-Cold War defense strategy that shifted attention from major global
      conflicts, particularly the Soviet threat, which had been drastically reduced by the end of the Cold War, and the
      decomposition of the Soviet Union. Defense policy was now oriented to "the rise of would-be regional
      hegemons such as Iraq and to global issues such as shifting demographic, ethnic and religious problems, economic
      stagnation, and sharp differences in living standards and humanitarian conditions that would be likely to fuel
      old conflicts or give rise to new ones," in short, to the South. The purpose of military power was to be
      seen as "a stabilizing factor in key regions by deterring conflicts, dampening local arms races, and
      protecting U.S. interests and allies, should conflicts occur."12
    


    
      This purpose was to be accomplished by a base force made up of four units, Pacific, Atlantic, Strategic, and
      Contingency, drawing on four types of military capabilities, space, research and development, transport, and
      reconstitution. The capabilities and the organization of the base force were intended to maximize deterrence,
      forward presence, crisis response, and reconstitution. All these characteristics profiled a force posture for low
      intensity conflicts so characteristic of the South. The turning of defense strategy to focus on the South
      underscored the security threat of the South in the new world order.
    


    
      Finally and most important, the South, especially Africa, is threatened by its economic plight. Indeed, the
      security threat to Africa has always been primarily economic because economic weakness fed the other weaknesses—
      military, political, and technological. Now Africa is weaker than ever thanks to the dismal economic performance
      of the 1980s. Since 1970 some parts of Africa have declined so decisively that they have established once and for
      all the notion of the reversibility of development.
    


    
      Africa is more conscious than ever of the economic underpinning of its security and marginality in an age when
      economic power has come in to its own and when the tragic consequences of its perennial economic crisis are all
      too evident. The problem is to go beyond this consciousness and effectively overcome underdevelopment and
      poverty. This problem remains intractable.
    


    Democracy, Security, and Development


    
      It would appear that the most important condition for the health of the new world order is that everybody take
      democracy seriously. And we speak of democracy in the broadest sense of respecting the rule of law, working on
      the basis of negotiated consensus, broadening and deepening participation, cultivating
      tolerance and acceptance of the equality of all humankind, sharing the burdens and rewards of our common humanity
      with equity, and building peace on justice. For the moment, there is no part of the world where democracy comes
      remotely close to being taken seriously.
    


    
      Even conceptions of the new world order illustrate our failure to take democracy seriously. These conceptions are
      so ethnocentric that they do not even frame a discourse about the world. For example, one familiar view of the
      new world order characterizes it as unipolar. Charles Krauthammer, who is a proponent of this view, argues that
      although there is a multiplicity of world powers, they are all second-rate powers relative to the United States,
      which is the only first-rate power. This unipolar world, some time in the making, is immediately constituted by
      the disintegration of the Soviet Empire and the fact of an "ideologically pacified North" submitting to
      the leadership of the United States; it is expressed with forceful clarity by the Gulf War.13 Krauthammer argues that for all
      the celebration of the Gulf War as a triumph of multilateralism, it is actually notable for revealing the
      unipolarity of the new order and exploding the myth of multilateralism. Multilateralism entails a coalition of
      equals, but the multilateralism of the Gulf War was more apparent than real because it was not a coalition of
      equals, not even an expression of collective security.
    


    
      Krauthammer raises the question of the feasibility of the U.S. unipolar status in apparent reference to those who
      argue that resource constraints and global overreach do not allow the United States to take on a unipolar status.
      He argues that the economic decline of the United States is overplayed, that the U.S. share of world GNP has
      remained roughly the same through this century. For good measure, he adds that the economic problems of the
      United States, including its indebtedness, arise from domestic failures rather than global overreach. For him,
      the more interesting and problematic issue is whether the people of the United States will support a unipolar
      status. He has doubts about their support on account of the tradition of isolationism, popular disenchantment
      with the heroic role of the United States, and mistaken beliefs about the extent of the threat to national and
      international security. He insists that only political will stops the United States from seizing the
      "unipolar moment," imposing its vision and bestowing peace on the world.14 This view runs against the widely held belief
      that ours is increasingly a world of transnational phenomena in which the significance of state power is reduced
      and the question of world domination by a single state cannot arise. Some, such as David Gergen, argue that if
      there was ever a unipolar moment, it was too fleeting and its opportunities could not be seized.15
    


    
      Zbigniew Brzezinski thinks of the new world order very much in terms of the leadership role of the United States.
      However, his concerns are much broader because he devotes a great deal of attention to emerging strategic issues
      and because it is these issues that define the role of the United States.
    


    
      He sees two elements to the present global transformation: the collapse and disintegration of
      the Soviet bloc and the ascendancy of the "Western concepts of democracy and the free market." In the
      course of hegemonic and ideological struggles, a broad Western coalition extending from Europe to Japan has been
      forged as a "functionally pragmatic transnationalism" with a shared interest in collective security and
      free trade. One important effect of this is that international politics (among the coalition members) has become
      organic as distinctions between the domestic and external realms blur. Since the members of the Western coalition
      are too interdependent and too well armed to fight each other, global politics is becoming in some ways similar
      to U.S. urban centers, where violence is concentrated in the poorer segments of society. "Today, on a global
      scale, war has become a luxury that only poor nations can afford. ... While morally unpalatable, this reality
      nonetheless does somewhat enhance global security."16
    


    
      The new world order has framed a new geostrategic agenda, and it is on the resolution of this agenda that the
      prospects of peace and stability depend. Brzezinski says that the geostrategic agenda can be thought of as i
      triangle drawn from Brussels to Tokyo, Tokyo to Cairo, and Cairo to Brussels. The Brussels axis is the European
      project of economic and political unification, which will supposedly lead to a more stable world by terminating
      intra European power conflicts. The Tokyo axis is the Far East Regional Security project. The concern here is
      that in the interest of peace and security, Japan, China, South Korea, and Taiwan could be brought into some
      structure of regional cooperation with the help of the leverage provided by the paramountcy of U.S. power in the
      region. The Cairo axis is the Middle East project, where the end of the Gulf War and the end of the Cold War have
      created unprecedented opportunities for a settlement, not only to bring peace but to check the proliferation of
      weapons of mass destruction. Here, as in the other two axes, the willingness of the United States to use its
      leverage will be decisive.17
    


    
      Like Krauthammer, Brzezinski sees that from a global perspective the threat to peace lies in the South. He quotes
      with approval the address of President Jacques Delors to the International Institute for Strategic Studies in
      March 1991: "All around us, naked ambition, lust for power, national uprisings and underdevelopment are
      combining to create potentially dangerous situations containing the seeds of destabilization and conflict,
      aggravated by the proliferation of weapons of mass destruction.18
    


    
      How are these threats to be managed? As far as the more remote geostrategic threats are concerned, four kinds of
      initiatives are necessary. The first is to deepen the political and military unity of Europe as a partner of the
      United States. The second is "the progressive strengthening of the political and economic power of the
      various Soviet national republics," that is, advancing the decomposition of the Soviet Union. The third is
      to engage the United States, Japan, and China in a regional security arrangement in the Far
      East. The fourth and final initiative is "to push through peace settlement in the Middle East." All
      these geostrategic objectives depend on the United States for the simple reason that "no other power
      currently possesses the attributes needed for effective global leverage; military reach, political clout,
      economic impact as well as social and cultural appeal."19
    


    
      As far as the immediate danger of threats emanating specifically from the South is concerned, the response—direct
      police action—is not discussed but taken for granted. What is discussed is the expected objection to imperialist
      violation of the sovereignty of weaker nations: "In determining when and how to address such problems the
      international community may have to be guided less by traditional notions of sovereignty (i.e. one state
      violating the sovereignty of another) and more by the scope of the threat itself. In other words, there may
      develop situations in which external intervention in the seemingly internal affairs of the state—as in Yugoslavia
      yesterday and perhaps elsewhere tomorrow—may be necessary and justified by the potential consequences of
      activities that are otherwise of internal character and that do not, of themselves, involve inter-state
      collision."20
    


    
      William Pfaff's conception of the new world order is markedly different. In sharp opposition to the
      unipolarity thesis, he argues that the very category of superpower has vanished with the Cold War rivalry. It has
      vanished because it was constituted by the possession of a nuclear arsenal and by competition over a model of
      humankind's future. According to Pfaff, not only is the United States no longer a superpower but it is left
      in a situation of having to consider what it must do and even to define what it is.
    


    
      That is not to deny that the United States remains phenomenally powerful, easily the world's most formidable
      military power. However, power itself has become, in the context of world politics, an immensely complicated fact
      because of the growing need to differentiate between proliferating categories of significant power—political,
      military, economic, technological, and so on. Pfaff argues that although the United States excels in military
      power, it is heavily indebted and its military power is partly redundant relative to its security needs.
      Moreover, its ability to mobilize consensus for public policy is less than adequate and it is beset with social
      tension. For these reasons, Pfaff concludes that despite the power of the United States, "the international
      prospect today is not so much a world dominated by a single super power as it is one lacking even great powers
      that meet the traditional definition of invulnerability."21
    


    
      Nonetheless, he raises the question of the role of the United States in the face of threats to international
      security such as the proliferation of weapons of mass destruction and the mutual alienation of North and South.
      He challenges those who see U.S. intervention in the Persian Gulf as a model of determined
      activism in the interest of world peace. Like Kissinger, Pfaff insists that the impressive global coalition the
      United States put together does not herald a new era of multilateralism led by the United States. Indeed,
      according to Pfaff, a new world order maintained by a U.S.-led global coalition presupposes that the interests of
      the United States will coincide with the opinions at the United Nations on virtually every major issue. To police
      the world through a U.S.-led global coalition would entail using the permanent members of the Security Council
      against the South, which is purportedly the primary source of threat. This would, Pfaff argues, effectively
      institutionalize "what in the past has proven the principal source of grief for the United States in the
      post-war policy; its attempt to suppress radical movements of indigenous origin and native energy in the Third
      World."22
    


    
      These conceptions of the new world order underline the perspectivism of this discourse. Although the diversity of
      these conceptions is striking, the underlying unity is more striking still. To begin with, all of them are
      preoccupied with the role of the United States in the new world order, particularly in underwriting its
      collective security. Whether they are celebrating the unipolar moment, articulating a geostrategic agenda, or
      arguing the vulnerabilities that have banished all hope of domination by the United States, always the
      preoccupation is the role of the United States; to talk of the new world order is to define the changing role of
      the United States in collective security.
    


    
      Also, these conceptions of world order, old or new, are about the fate of a part of the world, the grand northern
      coalition against Soviet socialism. The strategic agenda of these conceptions of the world order is also focused
      on the peace and security of the grand coalition, this very important but nonetheless small part of the world.
      Consider, for instance, the objectives of Brzezinski's geostrategic agenda. The project of the first axis—the
      Brussels axis—is the consolidation of the grand alliance. That of the Tokyo axis is to bring a potentially
      powerful competitor, China, into a cooperative arrangement dominated by a powerful member of the grand coalition,
      Japan. The strategic objective of the Cairo axis is to protect access to an essential raw material and pacify a
      potentially hostile region with weapons of mass destruction. The rest of the world, the South, is not entirely
      irrelevant. But its relevance lies essentially in its nuisance potential.
    


    
      No view of the world order presented here reveals serious interest in the collective security of the entire world
      system, only in the collaboration of the entire world system in securing the favored subsystem. And collaboration
      entails, among other things, the willingness to accept punishment, including violation of national sovereignty in
      the interest of a collective security arrangement whose collectivity is more apparent than real. No leading
      policymaker sees the world as a universe of actors, each with its own authenticity and
      interest. All of them see only a world of subjects and objects, respective bearers of relevant and irrelevant
      interests. All of them dichotomize the world without appearing to be aware that their analysis constitutes this
      dichotomy as the basic feature of the world order. Collective security depends on arming one side and disarming
      the other, by violent means if necessary. All serious threats are from one side; only the strong on the other
      side will be secure.
    


    
      There are similar concerns in regard to solutions to the security problems of the new world order. Solutions
      become nonsolutions because they are so ethnocentric and so insensitive to the rights of others that they do not
      address the world. For instance, one view frequently put forward is that the powerful nations of the North should
      police the world firmly and disarm by every means necessary those who threaten world peace. "First, we will
      have to develop a new regime similar to COCOM (Coordination Committee on Export Controls) to deny yet more high
      technology to such states. Second, those states that acquire such weapons anyway will have to submit to strict
      outside control, or risk being physically disarmed. A final element must be the development of antiballistic
      missiles and air defense systems to defend against those weapons that do escape Western control or
      pre-emption."23
    


    
      This is such a recurrent theme, it is virtually common sense. Recent events in the United Nations and the
      impressive international coalition that President George Bush put together during the Gulf War suggest that this
      model of collective security, which rests on international sanctions or coercion to bring delinquent countries
      who threaten the peace into line, has an appeal that reaches beyond the North. However, it has many problems.
      Apart from the considerable problems of putting together acceptable, sustainable, and effective apparatuses of
      coercion, there is a problem of applying the model evenhandedly, if at all. The application of coercion against a
      major military country is highly unlikely. If coercion was threatened against Great Britain, for instance, the
      threat would be ignored, leaving only the impossible option of going into a major war; and that would be the end
      of collective security. Such logic will make coercion applicable only to weaker countries, who are by virtue of
      their weakness in no position to influence the determination of where, when, and how sanctions may be applied in
      the name of collective security. That will leave us with a collective security arrangement for the rich and
      powerful against the poor and weak. Even when coercion can be applied in the interest of collective security, its
      consequences are likely to be extremely costly and self-defeating. Invariably, the innocent are punished severely
      and tragically while the guilty go free. The source of delinquency is unlikely to be the ordinary people of the
      country but its leader or a handful of its leaders, those who are well protected in the event of war and unlikely
      to be exposed to death or severe deprivation. In all probability, as in Iraq, hundreds of thousands of largely
      innocent people die. There has to be a better way. The prospect of mounting periodic Desert
      Storms against countries such as Nigeria, China, India, Pakistan, Egypt, and South Africa looks like a recipe for
      the end of civilization.
    


    Liberal Democracy: The Road to Peace and Security?


    
      The crux of the problem of our search for international peace and security is easy enough to see. It inheres in a
      failure to see that collective security must be truly collective to hold, that an order in which the majority of
      members have no stake and see no justice is ultimately unviable. In the present historical conjuncture,
      collective security on a global scale is impossible as long as we are dominated by realist Hobbism instead of
      taking democracy seriously and basing order on justice.
    


    
      It is paradoxical that the issue of taking democracy seriously should arise, for the West appears to believe that
      it was democracy that conquered communist Europe and ended the Cold War in the final process of consummating its
      mastery of the world. As William Pfaff argues, it is the democracies of the West, whatever their imperfections,
      that are the success stories of the day.24 According to him, they triumphed not by virtue of their science and
      technology, not only by military power, but because of the organizing values of their society. The United States,
      despite a highly activist policy of confronting communism worldwide in order to contain it, was in the end only a
      spectator to the collapse and the decomposition of the Soviet Empire. As the "democratic revolution swept
      through Eastern Europe, Bush and his government were more spectators than participants—a bit confused, generally
      approving but above all, passive."25
    


    
      In the aftermath of the Cola War there is no alternative legitimacy to democracy, and it does not look as though
      there is any chance that the surge of democracy can be resisted in any part of the world. It is entirely
      understandable that many believe we are witnessing the final triumph of democracy in the world.
    


    
      So it appears. The reality may be more complicated. It is not clear whether we are witnessing the
      universalization of democracy or its final demise. The West, the bastion of democracy, has had democracy under
      unrelenting pressure for centuries, pressure for the reconstruction of the meaning and practice of democracy in
      consonance with the rejection of popular sovereignty and an increasingly trivial notion of popular participation.
      The seeming universalization of democracy appears to be the consummation of this process. Democracy has been
      trivialized to the point that it is no longer threatening to power elites, who are all too pleased now to
      proclaim their democratic commitment, knowing that it demands very little of them. Democracy is universalized in a highly devalued form that is largely irrelevant to the new political realities of the
      West except as an ideological representation and that is quite dangerous to the Third World countries, especially
      Africa, who are obliged to take it seriously and run the risk of performing delicate operations with blunt
      instruments.
    


    
      But what is democracy? This looks like a very difficult question, for democracy has been given a profusion of
      meanings that verges on anarchy. Libraries have been written on the theory and practice of democracy, and more
      will surely be written, for every attempt to bring clarity invariably compounds the richness of meaning and the
      confusion.
    


    
      Nonetheless, the question is not so difficult. For a political concept, democracy has an uncharacteristically
      precise meaning. The question is not and never has been a matter of determining what democracy means or what it
      is supposed to mean but rather involves navigating the tangled web of contradictions arising from how different
      social forces perceive the implications of democracy for their interests. The apparent confusion over the meaning
      of democracy is politically induced. It is not even really a confusion over meaning but a confusion of the
      multiplicity of alternatives offered by those who are uncomfortable with democracy or who reject it entirely. In
      fairness to them, those who have been trying to replace democracy are not in the least confused about what it
      means. It is precisely because they know its classical meaning only too well that they are trying to replace it.
    


    
      The Greeks, who invented democracy, defined it precisely. And they were agreed on its meaning across the
      ideological spectrum of Athenian politics. They left us not only a precise and noncontroversial definition but
      also a historical practice of democratic governance complete with institutions. Democracy for the Greeks meant
      rule by the demos, or popular power.
    


    
      They dispelled the ambiguity that might have arisen from the concept of people by specifying it in sociological
      and economic terms. The people were not just seen in numerical terms; they were also to be understood in class
      terms. The demos who rule can be seen at one level as the whole people, but at another level when the necessity
      for sociological specificity, especially class character, is called for. Then they can be seen as the masses as
      opposed to the elite, as a numerical majority who are also the lower stratum economically. Aristotle insisted
      that in the final analysis the real basis for the classification of the people is not number but social class.
      Democracy presupposes that sovereign authority is vested in the poorer classes, not in the owners of property.
    


    
      The history of democracy is a history of resistance to its essence, popular power. Democracy was even blamed for
      the ascendancy of Sparta over Athens. The ideal of "homo politics," which was associated with the
      direct democracy of Athens, was quickly replaced by "homo militants," its very negation, and this was
      what prevailed through the long Roman interregnum. The centuries of respublica Christiana do not appear to have helped a return to Athenian democracy. If anything,
      they may have rendered it more difficult, The values of respublica Christiana framed
      a new ideal being, homo credens, in an age of faith, authority, and hierarchy. The
      Athenians tried to realize the good life in the polis. Christians sought it in the afterlife and were encouraged
      to see themselves as pilgrims just passing through human society; the apoliticism this bred was a far cry from
      the overcharged political activism that nourished Athenian democracy.
    


    
      The French Revolution was a watershed in the attempt to reach back to the Athenian idea of democracy as popular
      power, an idea that was expressed in its theory of popular sovereignty and its practice of political
      participation. In waging the Revolution, the French created a formidable, implacable army not only against
      themselves but also against democracy. The rising European bourgeoisie welcomed the French Revolution in its
      hostility to the economic and political institutions and values of feudalism. However, they were appalled by the
      possibilities of popular sovereignty as reflected in the radical egalitarianism of the French Revolution. They
      understood only too well the threat this posed to their right of property and the privileges they enjoyed by
      virtue of their social and economic status. Expectedly, they undertook to wage war against these tendencies.
    


    
      In the end they succeeded in replacing democracy with liberal democracy. Liberal democracy is different from
      democracy even though it has significant affinities to it, such as government by the consent of the governed,
      formal political equality, and inalienable human rights including the right to political participation. However,
      it is markedly different. Instead of emphasizing the collectivity, liberal democracy focuses on the individual
      and her inalienable rights; it substitutes government by the people with government by consent of the people. For
      the sovereignty of the people it substitutes the sovereignty of the law. Instead of emphasizing universality, it
      celebrates specificity, even placing its claims above those of the collectivity.
    


    
      In the final analysis, liberal democracy repudiates the very essence of democracy, namely popular power. It is
      not really a political morality in the sense that democracy was to the Athenian, but a political convenience, for
      its appeal to the European bourgeoisie was that it is the political correlate of the market, that is, the
      political condition for maximizing its efficiency and sustainability. Also, it was appealing to the privileged by
      virtue of the fact that it guaranteed the rights, most significantly the property rights, of the individual
      against even the will of the majority.
    


    
      Liberal democracy has not stood still. It has been evolving continuously, and nothing useful about the meaning of
      democracy or about the democratic status of contemporary society can be said without taking account of this
      development. Among those who made important contributions to democratic theory since the nineteenth century are
      Max Weber, Joseph Schumpeter, Robert Michels, Vilfredo Pareto, Robert Dahl, David Truman,
      Henry Mayo, and Seymour M. Lipset.
    


    
      Max Weber's work was particularly useful in placing democracy in the context of industrial capitalism, which
      he portrayed in The Protestant Ethic and the Spirit of Capitalism as uniquely
      different from other kinds of societal structures. It is particularly so in its use of calculation in a technical
      sense, calculation whose quintessential expression is the scientific method. But the calculative attitude goes
      beyond the realm of science into production, culture, institutions, and values—for instance, it drives capitalist
      production in considerations regarding technical improvement, minimum input, and maximum output, efficiency,
      predictability, information, knowledge, and predictability.
    


    
      The calculative attitude is a departure from the theological and metaphysical consciousness of the past, and it
      has weakened the appeal of the grand moralities and ideologies, fostering social atomization and throwing people
      back to themselves and their preoccupation with their value-maximizing strategies. Following Joseph Schumpeter,
      the pluralists dismissed the feasibility and even the desirability of classical democracy as well as the
      nineteenth-century theories of representative democracy, notably that of John Stuart Mill. They held that
      ordinary people never really exercise any decisive influence in politics, being as they are ignorant, apathetic,
      and disempowered by bureaucratization; nor do the representatives of the people really ever represent them. More
      often than not, they lead, manipulate, or dominate them.
    


    
      Like Schumpeter, the pluralists accepted that the essence of democracy was not participation in rule but the
      choices of those who rule. These affinities reflected the fact that the pluralists largely shared
      Schumpeter's prejudices regarding the moral, psychological, and intellectual limitations of the masses.
    


    
      Liberal democracy was further devalued by the interventions of Robert Michels, Vilfredo Pareto, Robert Dahl,
      David Truman, and others. But these details will not detain us here. Suffice it to say that as capitalism took
      hold, developed into monopoly capitalism, and constituted what may be called, following Foucault, a highly
      complex disciplinary society, the theory of democracy abandoned, in turn, popular sovereignty, political
      participation, and representation. It subsequently embraced competitive elitism and then degenerated to the
      apoliticism of the group theory of politics and social movement theory, which claimed that what we may reasonably
      expect is to be able to pursue some of our interests through groups of like-minded people in some local social
      pace. And now, the appellation of democracy refers to the formality of multiparty electoral competition.
    


    
      Democracy has been displaced by something else that has assumed its name while largely dispensing with its
      content. In a formal sense what appears to have won is not democracy but liberal democracy.
      But this is misleading too. For liberal democracy has atrophied in a long process of devaluation and political
      reaction, in the course of which it has largely lost its redeeming democratic elements. Liberal values have lost
      ground under pressure. In most of the countries of the West, liberal is now a term of abuse, a label to be
      avoided by all means by any person who wants to win an election.
    


    Democracy in Africa


    
      The failure to take democracy seriously poses special problems for Africa. But before going into this, let us be
      clear why democratization is important for Africa. Political independence in Africa was not the heroic event it
      was made out to be. The nationalists inherited the colonial state instead of transforming it in accordance with
      the democratic aspirations of the nationalist movement. When their frustrated followers began to turn against
      them, they resorted to repression, which only caused more resentment, more alienation, and still greater
      repression. Political legitimacy largely disappeared, as did constitutionalism and the rule of law. The rulers
      hung on grimly to the enormous power of the colonial state by all means, and those who were excluded from this
      power and exploited by it used every means to get it. Politics was no longer a contest over who should rule and
      how, but by virtue of the mutual alienation of government and the opposition and also the character of the
      inherited colonial state, politics became a contest of exclusive claims to legitimacy, a deadly zero-sum game
      that inevitably degenerated into warfare. As is to be expected, this Hobbesian politics could only throw up
      Leviathans in the form of personal rule, single-party regimes, and military regimes, the last being the
      quintessential expression of a politics, which having become warfare, propelled specialists of war to the
      forefront of politics. In this Hobbesian world, leaders struggle to survive in a siege mentality, and the ruled
      struggle against a powerful state they see as a hostile force to be evaded, cheated, or captured.
    


    
      It is not possible to pursue development in these circumstances. Libraries have been written to record, lament,
      and explain the failure of the development project in Africa. But it has not failed. It never began because the
      political conditions were lacking. The process of democratization in Africa offers, for once, the prospect of
      creating the political environment conducive to development. But these prospects are now endangered because the
      African elite and the international community are giving the wrong type of support to the wrong type of
      democracy.
    


    
      The ordinary people of Africa are supporting democracy as "a second independence." This time they want
      independence not from the colonial masters but from indigenous leaders. They want independence from leaders whose
      misrule has intensified their poverty and exploitation to the point of being
      life-threatening. And they are convinced that they cannot now get material improvement without securing political
      empowerment and being better placed to bring public policy closer to social needs.
    


    
      Democracy is being interpreted and supported in ways that defeat these aspirations and manifest no sensitivity to
      the social conditions of the ordinary people of Africa. Generally the political elites who support
      democratization are those with no access to power, and they invariably have no feeling for democratic values.
      They support democratization largely as a strategy of power. The influential international development agencies,
      especially the International Monetary Fund and the World Bank, lend subversive support to democratization with an
      apolitical concept of democracy as accountability, transparency, and competitive efficiency, mere technical
      correlates of policy reform. The West, through political conditionality, lends ambiguous support to
      democratization in order to seize an unexpected opportunity for consummating Western hegemony. What it is
      supporting is a formal minimalist democracy as multiparty elections without being fussy about the quality of the
      elections. Democratic elections can only decide who control, to their own benefit, an unreformed and inherently
      oppressive colonial state. The people can chose between oppressors and by the appearance of choice legitimize
      what is really their disempowerment.
    


    
      The idea of the powerful nations of the world on how democracy and economic development relate in Africa is
      epitomized by the IMF-type SAPs. The West and its development agents are convinced that SAPs will optimize
      democratization and economic growth, thus solving Africa's major problems in one fell swoop. SAPs enhance
      democratization by destatization, pluralizing decisionmaking centers, encouraging individualism, predictability,
      and the rule of law; economic liberalization will give impetus to political liberalization, which will be all the
      more enduring for having an economic base. It is no wonder the West has such abiding faith in SAPs. To call
      policy reform an orthodoxy is perhaps an understatement; it is for all African ailing economies a necessity
      because all the major industrialized countries as well as the international development agencies insist that it
      is the solution and will not cooperate with anyone who rejects it.
    


    
      The standard policy reform package of any SAP entails the reduction of public expenditure, privatization,
      devaluation for a more "realistic" exchange rate, export promotion, and import restriction. There is a
      case for reform along these lines, but what is not so clear is the particular form that these reforms have taken
      in Africa. The distinctive feature of the African SAPs is their rigorous austerity: an outright ban on essential
      commodities where no local substitutes exist; a precipitate rollback of subsidies, which may quadruple prices
      overnight; a steep rise in unemployment from massive privatization and destatization associated with steep rises
      in unemployment, devaluation, and a wage freeze. Two relatively mild cases illustrate the rigor of adjustment. In 1989, when the first wave of reform in Gabon occurred, government expenditure was
      cut by 50 percent. The Nigerian naira, which was roughly at par with the U.S. dollar before the adjustment
      programs, exchanged at 20 to 1 U.S. dollar in 1993. It is not difficult to imagine the effects of these
      phenomenal increases in unemployment, inflation in combination with a wage freeze, and the withdrawal of
      subsidies in economies where as many as 40 percent of the population might be living below the poverty line. SAPs
      are not a mere inconvenience: They generally cause deep despair, widespread malnutrition, and premature death;
      and as the United Nations Children's Fund (UNICEF) reports show, much of the burden falls on children.
    


    
      In every case the regimes implementing SAPs had been in power and were bitterly resented for creating the
      conditions that necessitated SAPs in the first place. The vehement opposition to SAPs in Africa, misunderstood by
      the international community, is directed not against the rationale of the SAP but against the regimes that were
      so discredited that their people distrusted their competence and good intentions and tended to think that they
      were more likely to make things worse than better. In Nigeria, the only place where an SAP was subjected to a
      public debate, it was overwhelmingly rejected on the basis that the loans for the program would be corruptly
      appropriated. The adoption of the SAP itself is a conspicuous acknowledgment of failures; it further erodes
      regime legitimacy and increases the alienation of the political leadership.
    


    
      In these circumstances the political leadership in Africa was not in a position for consensus-building. Neither
      was consensus-building encouraged by the international situation. The industrialized countries were left in no
      doubt that it was up to them to find ways of effecting policy reform. IMF and the World Bank are adamant that
      SAPs are inevitable and nonnegotiable and urge African leaders constantly to muster the political will to effect
      them, "will" being a euphemism for ruthlessness. Not only were the circumstances unfavorable for
      consultation and consensus-building but there was a strong presumption to the effect that it was highly
      undesirable to debate the SAP or seek a mandate for it because people would not willingly accept its rigors. Thus
      it came about that policy reform was put beyond democratic legitimation and regarded as something that had to be
      imposed. And so it was. The very implementation of the SAP has been a setback for democracy, its rigors even more
      so. The African SAPs often break down existing social consensus, and they always require a strong dose of
      authoritarianism.
    


    
      The strategy that the logic of the new world order and the powerful players in the world prescribe for
      democratization and economic growth in Africa does not look promising. The one thing that looks promising in all
      this is that Africa no longer has the choice of not taking self-reliance seriously, an option it should have
      taken all along. It is a very difficult option and is likely to make things a lot worse before they get better,
      if they improve at all.
    


    Conclusion: Whose World Order?


    
      The new world order is still forming, and it is yet unclear what its final shape will be. What is clear already
      is that its moral and political quality as well as its viability will depend a great deal on a deeper commitment
      to democracy. In the South, such commitment will bring public policy to the service of social needs; it will
      facilitate the mobilization of everyone in the interest of development; and it will place emphasis on negotiated
      consensus, which will reduce conflict. In the North commitment will reduce the internal tensions arising from
      inequality, social pluralism, xenophobia, and economic competition and will restrain them from causing serious
      ruptures or proxy wars in the South.
    


    
      A deeper commitment to democracy will encourage even development. The experience of the 1990s has shown that any
      form of government that cannot eradicate hunger and severe deprivation cannot avoid violence and cannot survive.
      Similarly, no peaceful and secure world is going to be possible without solving the problem of uneven development
      and the poverty of much of the world's population. The North would do well to resist the temptation that it
      can appropriate at will and pay no heed to even development and the rule of law in global governance. The ghetto
      is too large and the haven it inhabits is small and shrinking. A policy of policing the status quo is feasible,
      but only in circumstances that effectively repudiate civilization. If the new world order is to be an improvement
      on its predecessor, it has to place the highest priority on democracy and even development. This is a tall order.
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    Uneven Globalization, Economic Reform, and Democracy: A View from Latin America
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      The international relations literature is overwhelmingly concerned with the multiple consequences of the end of
      the Cold War. The same is true, but to a much lesser extent, in Latin America. In this region the most important
      changes that have been taking place for over a decade are basically of a domestic nature: the adoption of
      sweeping neoliberal economic reform packages on the one hand, and on the other the political transition from
      authoritarian governments to democratic regimes.
    


    
      Both processes started in this area long before the sudden and earthshaking changes in international relations
      that began at the end of 1989 with the fall of the Berlin Wall, the ensuing collapse of the Soviet Union and the
      socialist bloc, and the end of the Cold War. In comparison to most other regions of the world, Latin America has
      not been noticeably impacted by these momentous historical events. But significant consequences will no doubt
      arise in the near future, especially regarding national and international security matters but also in political,
      ideological, and economic affairs.
    


    
      Socialist Cuba, heavily dependent on the former Soviet bloc, has of course suffered a deadly blow, and profound
      changes with unpredictable consequences are bound to happen sooner rather than later. With some exceptions in
      Central America, where Cuban influence used to be important, the immediate effects in Latin America of the
      collapse of "real socialism" are so far secondary. This is true both compared to other world regions
      and regarding the profound changes taking place in the region itself.
    


    
      Economic reform in Latin America began in the Southern Cone in the mid-1970s, with
      results that ranged from the disastrous in Argentina—trying yet again in 1994—to the highly successful in Chile,
      but at enormous
    


    
      [image: Image]

      
        Latin America
      

    


    
      costs. Almost a decade later, with the unfolding of the debt crisis, which exploded in 1982,
      and the implementation of internationally backed economic adjustment and restructuring policies, economic reform
      programs had spread all over the region.
    


    
      In a radical departure from the state-led, protectionist development strategies and policies of the postwar era,
      the aim of contemporary economic reform is to liberalize and deregulate national and international markets of
      goods, services, finance, and factors of production, forcing the Latin American economies to engage in worldwide
      competition. In order to achieve this objective, policymakers have considerably reduced and changed the
      state's role in socioeconomic development. The assumption is that national and foreign private enterprise,
      operating in an environment of free markets, will become the new engine of growth and development.
    


    
      Regarding the recovery or initiation of democratic regimes, it may be convenient to
      recall that the military dictatorships and authoritarian regimes that prevailed during the 1970s started to fall
      one after another at the end of that decade. The immediate causes were of a very diverse nature. But one
      precipitating underlying factor was undoubtedly the social and economic crises gaining momentum under the veil of
      an apparent prosperity financed by increasing foreign indebtedness. This came to an abrupt end when the debt bomb
      exploded in 1982 and severe economic adjustments became inevitable. These created serious political tensions and
      conflicts that helped to bring about the transition to democratic regimes.
    


    
      But there are other elements of a longer-term nature that have to be taken into account, among them the
      increasing "demand for democracy" among growing sectors of the population in Latin America, By this I
      mean the increasingly generalized aspirations and demands for greater participation in the economic realm
      (ownership, incomes, consumption, jobs); in the social arena (human rights, social mobility, grass-roots
      organizations); in political activity and power (elections, citizenship, participation in decisionmaking); and in
      cultural life (access to education, information, the media, and cultural goods and services generally). These
      demands have spread and become particularly strong among former relatively excluded sectors such as women, youth,
      religious minorities, regional groups, and ethnic minorities and majorities.
    


    
      Prior to the economic crisis, the contrast was already increasing between these demands for democracy and the
      capacity of the authoritarian political systems to deliver political participation and economic and social
      well-being. Because popular support was predicated precisely on leaders' claims to economic superiority over
      democratic regimes, these conditions, particularly the following debt crisis, undermined the regimes'
      credibility.
    


    
      Paradoxically, just over a decade later the region may again be facing a similar contradiction, but in the
      reverse order. Latin America's fledgling political democracies are struggling to survive
      the heavy social costs inherited from the debt and development crises and from the economic reforms that they
      were forced to introduce in their wake during the so-called lost decade of the 1980s. Will these forces now
      contribute to wrecking incipient democratic political systems as they struggle with a deteriorated social
      situation in circumstances of a heightened democratic demand and fewer economic resources? The ominous political
      crises in Peru, Venezuela, and other countries in the early 1990s are sounding the alarm bells.
    


    
      These profound structural, institutional, and ideological changes, and their socioeconomic and political
      consequences and dilemmas, are the key contemporary issues in the region. They constitute the most pervasive
      problem and the central concern all over Latin America.
    


    
      This trend toward an increasing prominence of economic, social, and political issues is likely to be further
      strengthened as a consequence of the decline that security considerations had in the
      region and in U.S.-Latin American relations during the Cold War period. In the post-Cold War era, security
      remains a minor issue in the region, and the profound change in international relations is giving rise to the
      renewed importance of concerns such as the environment, migration, civil-military relations, human rights, drug
      trafficking, technology transfer, and trade. But given the aforementioned contradiction between social and
      economic trends, questions concerned with poverty alleviation, increased equity, and sustainable development
      strategies and policies will probably become of central concern.
    


    Uneven Globalization and Economic Reform


    
      Economic reform became generalized in Latin America after the initiation of the debt crisis in 1982. But such
      reforms had already been initiated in the countries of the Southern Cone and are now of worldwide scope,
      suggesting that pressures in that direction were profound and had existed for a long time.1
    


    
      My basic argument, from a substantial perspective of world order, is that during these last decades of the
      twentieth century, we are in the midst of a period of epochal civilizational transformation, a sea change in the
      sociocultural affairs and arrangements of humanity, within and among societies and their environmental
      life-support systems. The wave of economic and political reforms that has been and is sweeping Latin America
      somewhat belatedly is part and parcel of this wider process and is largely conditioned by it. In order to grasp
      the vast and profound nature of the changes in this period, I find it convenient to compare it to another such
      phase of systemic transformation: the interwar period during the first half of this century,
      about which we have sufficient historical perspective.
    


    
      Capitalist development over the last century or so has gone through tour clearly distinct phases. From around
      1870 to 1913 there was a period of intense and sustained growth and low unemployment. This was followed by a
      phase of slow growth, high unemployment, and considerable instability during the interwar period, conditions that
      continued through World War II until around 1950. From 1950 until 1973 capitalist growth and development achieved
      historically unprecedented levels of dynamism, full employment and social progress, but since then growth has
      been slow, stagnant, or highly unstable; unemployment is high and rising, and social conditions are
      deteriorating.2
    


    
      The phases of rapid economic growth and development, sometimes labeled respectively as pax Britannica and pax
      Americana, seem to have been associated with periods of relatively stable national power structures and
      international geopolitical arrangements, dominant ideologies, waves of diffusion of major technological
      innovations, and new forms of business organization and financial expansion, all of which have tended to generate
      a stimulating and confident business and investment climate. I would like to suggest that in these cases or
      periods a relatively lasting and stable world order or system came into existence.
    


    
      In contrast, the periods of slow and unstable growth or relative stagnation, for example, the interwar period and
      the early 1990s, are characterized by several kinds of severe shocks, acute crises, and abrupt transformations in
      national and international sociopolitical structures and institutions. The profound transformations in the
      ideological, technological, institutional, and cultural realms, as well as in the geopolitical situation and
      international relations, particularly regarding hegemonic powers, was and is creating an atmosphere of
      uncertainty.3 These
      phases of profound transformation may have transitional periods that can be relatively short and give rise to a
      new world order, or they may drag on for a rather long period of instability.
    


    
      Since we seem to be immersed in one of these latter transitional periods of disorder, it is instructive to go
      beyond economic trends in order to look into some of the more profound changes in several related fields that
      characterized the interwar period.
    


    
      The period comprising World War I, the turbulent decade of the 1920s, the Great Depression, World War II, and the
      beginnings of the Cold War was a period of profound crises in the capitalist system: runaway inflations, huge and
      prolonged unemployment, boom and bust in the U.S. economy during the 1920s while stagnation prevailed in Europe,
      and the total collapse of the international trading and financial system. Moreover, it was characterized by a transition from one epoch to another in the realms of ideology, values, social
      and political organization, culture, technology, and international relations.
    


    
      Some of the changes during that period that are more relevant to our concerns were the following: The British
      Empire gave way to U.S. hegemony in international affairs; other nineteenth-century empires also collapsed and
      decolonization led to the creation of numerous new states in Africa, Asia, the Caribbean, and elsewhere; fascist
      authoritarian regimes rose to prominence and were eventually defeated in World "War II; a new era of cheap
      energy based on oil and electricity allowed a technological and organizational revolution in industry,
      transportation, and communications; socialism took hold initially in Russia and eventually spread over a large
      part of the world, becoming a powerful historical reality that threatened the very existence of capitalism;
      within capitalism itself the persistent and severe economic and social crises of the period, and the socialist
      challenge, led to profound institutional transformations, including a complete change in economic policies that
      gave an expanded and crucial role to the state.
    


    
      All these aspects are illustrative of the qualitative changes in this period. I believe it is most important to
      pursue the latter aspect in more detail as an important and convenient thread to bring us up to the present
      phase.
    


    The State as the Organizer of National Development


    
      For the following several decades and all over the world, the state emerged from this period as the most powerful
      institutional actor. It expanded the traditional political role of governments to include economic, social, and
      cultural activities. The state became the savior of the capitalist system through the creation and activities of
      what was to become known as the public sector. It was also the crucial institution in
      leading the way to the establishment of an alternative socialist system in the Soviet Union and later in other
      countries.
    


    
      In the newly established socialist economies the state became the owner of the means of production. It organized
      a centralized planning system in order to impose profound structural and institutional transformations and force
      accelerated processes of modernization, particularly as regards industrialization and social services.
    


    
      What is seldom explicitly recognized is that the phenomenon of a vastly expanded and strongly interventionist
      state, though in a far less radical fashion than in the socialist countries, swept the whole of the capitalist
      world as well. In the industrialized capitalist world, several European countries with national-socialist or corporatist-fascist regimes emerged as the more extreme cases of the state as
      an overpowering economic and political entity. These regimes were followed, after their defeat in Germany and
      Italy, by social-market or mixed economies, where a democratic state played a different but also significant and
      growing role. In the Scandinavian countries and the United Kingdom the welfare state was established, and in the
      United States the New Deal and full employment policies took hold.4 In Japan a state-organized and managed market economy had been
      created long ago, after the Meiji Restoration in 1868, in order to modernize society,
      industrialize, and catch up with Western industrial countries. This state-run market economy was largely
      recreated after Japan's defeat in World War II and was taken as a model by other very successful Asian
      countries.
    


    
      Inspired by the aforementioned models, underdeveloped countries all over the world adopted various mixtures of
      state-led economic and social development strategies and policies. The aim was to overcome their backwardness and
      their skewed economic structure, which was characterized in most cases by a specialized commodity export sector
      and a primitive domestic productive structure, particularly regarding the manufacturing sector. Policies took
      different shapes according to the prevailing ideologies, power configurations, and other initial conditions such
      as resource bases, cultural and institutional characteristics, and stages of development.
    


    
      In most Latin American countries, the main new functions of the state were intervention in
      goods and factor markets to shift resources to industrialization and modernization generally; financing of long-term projects and programs to overcome the lack of private national and
      international long-term financial markets; redistribution of income through the
      enactment of social legislation and the creation of infrastructure and services in the social sectors: health,
      education and culture, housing and urban development, social security; public investments in
      infrastructure in order to provide physical support for the creation and integration of the internal
      market by means of transportation, communication, and energy facilities; creation of public
      enterprises in activities that did not interest or were beyond the capabilities of private entrepreneurs;
      generation of employment opportunities in the aforementioned activities, which
      contributed substantially to the development of universities and higher education, responsible for the training
      of the qualified human resources needed in all these new activities.5
    


    
      One consequence and indicator of the newly found prominence of the state and the public
      sector everywhere was a substantial increase in the share of government expenditures in GDP (gross
      domestic product). The increase was particularly strong during the decades of the 1960s and 1970s but then tended
      to level off and decline in several cases in the 1980s.
    


    The State and the Postwar World Order


    
      The collapse of the international economic and financial systems during the Great Depression of the 1930s
      produced a catastrophic reduction in trade flows, a strong increase in protectionism, and the disappearance of
      private international finance and investments. The state thus became the central institutional actor within the
      confines of the national economies of most countries in Latin America and elsewhere. The need to reconstruct
      war-devastated Europe and the international economy at the end of World War II led respectively to the Marshall
      Plan and the organization of a multilateral system of international institutions (the United Nations, the IMF,
      the World Bank, and GATT). Developed-country governments also created public bilateral international mechanisms
      to foster exports and multilateral and bilateral aid and technical assistance institutions to cooperate in the
      development of underdeveloped countries. In a way, these measures were the seeds of a "global state"
      and the establishment of an international public sector.
    


    
      In these different ways, during the postwar decades, both at the national and internationai levels, in the North
      and in the South, as well as in the East and in the West, the state supported and promoted capitalist development
      and became the central pillar of socialist development, giving rise to an unprecedented phase of worldwide
      economic growth that has been labeled the "Golden Age"6 or the "Golden Years."7
    


    
      Due in large part to the new role of the state, average social conditions as expressed in indicators such as life
      expectancy, child mortality, literacy, and so on also improved substantially during the postwar period.
      Developing countries reduced their average infant mortality from nearly 200 deaths per 1,000 live births to about
      80 in about four decades (1950-1988), "a feat that took industrial countries nearly a century to
      accomplish."8 The
      portion of families living in conditions of poverty in Latin America declined substantially during the postwar
      period from 51 percent in 1960 to 35 percent in 1980, when it started to increase again to 37 percent in 1986 as
      a consequence of the debt crisis and the adjustment and restructuring policies that followed. Absolute poverty
      followed a similar path, declining sharply from 26 percent to 15 percent between 1960 and 1980 and then
      increasing again to 17 percent in 1986.9
    


    
      Although it may sound bizarre in the light of present circumstances, the improvement in social conditions also
      applies to the centrally planned economies of Eastern Europe and the USSR. For one, economic growth was similarly
      fast, and at least until the 1970s did not exhibit the gross inequality and
      widespread poverty of the underdeveloped capitalist world.10 Moreover, most socialist bloc countries are classified among the
      "high human development" countries as measured by the UNDP Human Development Index. Cuba could also be
      mentioned. Its rapid economic growth and especially the
    


    
      TABLE 3.1 Long-Term
      Trends in the International Economy Before and After the 1970s
    


    
      
        
          
            	 

            	Between 1950 and 1970

            	After 1980
          

        

        
          
            	World economy

            	Exceptionally rapid and sustained growth

            	Slow and unstable growth
          


          
            	International trade

            	Great expansion

            	Slow growth, instability
          


          
            	Terms of trade

            	Relatively low and stable (in relation to early 1950s)

            	Severe deterioration (in relation to 1980)
          


          
            	Public international financing

            	Rapid and sustained increase

            	Very limited
          


          
            	Direct foreign financing

            	Rapid and sustained expansion

            	Strong increase among developed countries, very scarce for underdeveloped countries
          


          
            	Private financing

            	Exceptional expansion after the mid-1960s

            	Scarce, decreasing and substantial negative net flow (debt servicing)
          


          
            	Interest rates

            	Very low

            	Very high during most of 1980s
          


          
            	Protectionism

            	Decreasing

            	Strong increase
          


          
            	International cooperation

            	Very favorable attitude

            	Very negative attitude
          


          
            	External conditionality in economic policy matters

            	Short-term IMF

            	Short-term: IMF, international banks, U.S. government
          


          
            	 

            	 

            	Long-term: World Bank, U.S. government
          

        
      


      
        SOURCE: Osvaldo Sunkel, “Del desarrollo hacia dentro al desarrollo desde dentro,” in O. Sunkel,
        ed., El desarrollo desde dentro: Un enfoque neoestructuralista para America Latina
        (Mexico City: Fondo de Cultura Económica, 1991), p. 80.
      

    


    
      substantial social improvements that took place, in this case until the mid-1980s,
      contrast dramatically with the rest of Latin America.
    


    
      As shown in the first column of Table 3.1, it is striking how
      favorable the global economic environment was in the 1950s and 1960s in almost all crucial aspects: an
      exceptionally rapid overall rate of sustained expansion of the world economy; even faster growth of international
      trade; a considerable reduction in protectionism; increasing public international finance, both multi- and
      bilateral; substantial international technical cooperation and aid; small but growing private
      direct investment and the emergence of the multinational corporation; and a very low rate of interest.
    


    The Contemporary Transitional Phase


    
      Seen in historical context and from the perspective of the 1990s, the "golden" postwar years, the
      "old world order," were a considerable success in most countries. The contrast between this positive
      global postwar picture, which lasted until the 1970s, and the dismal decade of the
      1980s is quite remarkable. Moreover, the postwar years are generally overlooked, lumped into one single (and
      supposedly disastrous) period. As illustrated in the second column of Table 3.1, after 1980 all the variables mentioned before lost their positive
      momentum and influence or became acutely negative. This situation became particularly grave for Latin America,
      most countries of the developing world, and several countries of the socialist bloc after the debt crisis erupted
      in 1982.
    


    
      During the critical decade of the 1970s a considerable part of the national and international institutional setup
      that had emerged out of World War II was substantially transformed. The worldwide process of socioeconomic and
      political reforms that we are witnessing in the 1990s started in the late 1960s with the collapse of the Bretton
      Woods system of international economic relations around 1970, the two oil shocks of 1973 and 1979, and the
      adoption of radical neoliberal economic policies by the Margaret Thatcher and Ronald Reagan governments. These
      eventually became the central ideological backbone of the overall transformation process.
    


    
      But the stunning events of the early 1990s, particularly those that erupted suddenly and unexpectedly in the
      former Soviet bloc countries and that gave rise initially to the optimistic expectation of a new word order, have
      been obscuring these and other more fundamental forces at work—both in those countries and in most parts of the
      world—over several decades. Some of the most relevant and profound phenomena, as seen from Latin America, are
      briefly mentioned here.
    


    
      A profound scientific and technological revolution has taken place that has shifted the earlier concentration on
      the physical sciences to the biological disciplines. The development of microelectronics and the information and
      telematic revolution, robotics, biotechnology, and new materials has produced fundamental changes throughout the
      economic, social, and political systems, including the nature of interfirm and labor relations, the work process,
      and traditional international and locational comparative advantages. These changes entail potentially damaging
      consequences for underdeveloped primary commodity-exporting countries. But they could also open new
      opportunities, provided Latin American countries can marshal the will and capacity to face in
      a creative manner the challenges of technological innovation adoption and adaptation.11
    


    
      Moreover, environmental degradation, natural resource exhaustion, and threats to local, regional, and global
      ecosystems have introduced a whole new dimension into human affairs and international relations. It has become
      apparent that there is an urgent need for a shift to sustainable development, as proclaimed at the 1992 Rio de
      Janeiro Earth Summit. The alternative is to face increasingly serious challenges to humanity's life-support
      systems. This is another heavy burden for underdeveloped countries in general and Latin America in particular.
      But the region may have certain advantages over other heavily populated and resource-scarce regions given its
      relative abundance of natural resources.
    


    
      Worldwide, the United States has lost some of its earlier overwhelming economic predominance, although retaining
      and exercising its uncontested military might. Europe, and especially reunited Germany, together with Japan, are
      emerging as comparable economic powers and beginning to exercise the corresponding political clout. The core of
      the world economy is being reorganized around three closely interrelated main blocs led respectively by the
      United States of America, Japan, and the European Community (EC), with Germany becoming the predominant economic
      actor in the latter case. Some see in this trend the emergence of a "new mercantilism," which evolves
      as the powers of the nation-state erode and multinational blocs develop to pursue the national interests of the
      dominant powers of each bloc.12 This new triad of economic power, made up of a fifth of the world
      population, concentrates two-thirds of world GDP, four-fifths of outward stocks of foreign direct investment, and
      one-half of world trade.13 With the exception of the NICs (newly industrializing countries) and a
      few other countries, most of the countries in the periphery of the world economy and the vast majority of the
      population of the former Third World are linked to this process by means of the increasing transnationalization
      of more or less significant segments of their economies and societies.
    


    
      Latin America is undoubtedly the region of the Third World where this process of transnationalization has been
      taking place for a longer time and has penetrated further and deeper. Although European countries and Japan and
      other Asian countries have an increased presence in the region, the United States continues to be the
      overwhelming hegemonic power in economic, political, military, ideological, and cultural affairs. Therefore, the
      nature of the evolution of U.S.-Latin American relations will continue to be of central importance in shaping
      this region's future, notwithstanding the eventual consolidations of a trilateral system of world power
      blocs.
    


    
      The former public multilateral system of international economic relations among
      nation-states that emerged after World War II has been substantially eroded by the expansion of the multinational
      enterprise sector and the emergence of the global corporation. This process, coupled with
      international financial deregulation and the successive Eurodollar, petrodollar, and foreign direct investment
      booms has generated a closely integrated and concentrated private transnational
      corporate core of the world economy. This corporate core is particularly powerful in the investment, financial,
      and other telecommunications and information-related services spheres, which have taken advantage of the
      technological revolution. International financial capital has vastly outgrown productive capital in importance
      and power, and therefore the interests related to worldwide financial transactions tend to prevail over concerns
      with national economic growth, full employment, and social welfare.
    


    
      Consequently, the main former international public concerns with world economic
      growth and development receive negligible attention in the rather weak, informal, highly elitist, and ineffectual
      mechanisms of public international economic and financial management. This is
      particularly true as far as Latin America is concerned. Since the region was classified as a middle-income area
      in relation to its needs for technical assistance and development aid, it has practically disappeared from the
      international cooperation scene. Moreover, once it ceased to be a threat to the international financial system as
      a consequence of its huge indebtedness, developed-country governments lost all interest in the region even though
      the debt crisis continues to plague many of its countries. Meanwhile, the international institutions that were
      supposed to fulfill those public international roles, principally the IMF and the World Bank, have become engaged
      mainly in the implementation of neoliberal economic reform packages in the former socialist bloc countries and
      particularly in Latin America.
    


    
      A new economic world order is emerging that is reaching an advanced stage of globalization. One of the
      consequences is a generalized worldwide economic reform trend toward the dismantling of the public sector, which
      led economic growth and social development in the postwar period. But some economic reform processes are more
      generalized than others. The change is of a relatively mild variety in the powerful industrial economies that
      constitute the core of the global economy and certainly does not touch their import-substituting protectionist
      practices and barriers. The peripheral economies and former socialist countries, as well as those that still
      cling to socialism, are undergoing more or less intense processes of wholesale economic reform. The starting
      point of this process is precisely the elimination of barriers to international trade, investment, finance,
      transportation, and communications. This economic reform is followed by the abolition of government interventions
      in the internal economy through deregulation, liberalization, and privatization; a reduction in the size of the
      state apparatus; and the adoption of policies to promote private enterprise, free markets, and international
      competition.
    


    
      One major economic consequence has been the relative contraction of the industrial sector
      that was built up during the import-substituting period. In a few cases this seems to have had the salutary
      effect of eliminating the clearly uncompetitive enterprises while stimulating restructurization, innovation, and
      increased productivity and competitiveness in the industrial sector and the economy as a whole. But in many cases
      the industrial sector has suffered a serious reduction and the economies have once again become natural
      resource-based exporting economies. In the more successful cases the export base has been diversified into higher
      technology and value-added products. Even if during an initial period these new, more efficient and diversified
      export sectors have been quite dynamic, signs of increasing difficulties regarding market access and declining
      international prices have already become apparent. The old and well-known dilemma of how to become an exporter of
      more dynamic manufactures and other goods and services is therefore back. This will undoubtedly become a central
      issue in the debate about development strategies and policies.
    


    Uneven Globalization: Transnational Integration and National
    Disintegration


    
      The dialectics of transnational integration, although modernizing segments and aspects of peripheral countries,
      may also generate conditions of social segregation, fragmentation, and disintegration.14 This may be seen in the various sectors of
      economic activity where new enterprises are set up and those of the greatest innovative capacity are restructured
      to compete in international and domestic markets. This means new and well-paid jobs of high productivity for
      some. But many workers are displaced in the process of privatization and reduction of government services and
      enterprises, in the restructuring of private firms, and in those businesses that are not able to stand up to the
      increased international competition.
    


    
      Divergent trends are thus generated between those who enter the expanding modern sector of high productivity,
      which is in the process of internationalization, and those who sink to an inferior level of employment in low
      productivity jobs in conditions of underemployment or self-employment, swelling the ranks of the informal economy
      and the poor. Frequently, the former tend to be fewer than the latter, at least during a rather long transition
      period, depending on the population growth rate and the labor force; the possibilities of emigration; the
      intensity of the restructuring process; the incorporation of capital-intensive technology; the level of savings
      and investments; and the skills, education, and work habits of the active population.
    


    
      The process of creation and displacement of jobs is bound to add, for some time to come, to the existing
      conditions of structural heterogeneity. This process discriminates against older persons, the big contingents of
      young people without work experience, and women. In contrast, it favors urban adults with
      better qualifications and skills, greater initiative, and the ability to gain access to the higher segments of
      the labor markets.
    


    
      Thus, in the different productive sectors, in the regions, in urban and rural areas, and among the different
      social strata, we see in unequal proportions, modernity and backwardness in production activities and affluence
      and poverty, as well as sharp contrasts in the physical environment, a basic factor that determines the quality
      of life. This gives rise to large cultural, institutional, political, and demographic differences, which tend to
      be self-reproducing. Consequently, the new generations living in a state of poverty have few possibilities of
      escaping from it. Economic growth, although without doubt an indispensable condition for tackling this situation,
      is not in itself the solution. Without institutional changes and effective economic and social policies, it may
      even accentuate inequalities and contribute to discrimination and social conflict, criminal behavior, political
      confrontation, and dissatisfaction, instability, and social violence in general.15
    


    Liberal Democracy in Latin America Today


    
      The late 1990s wave of democratization that has been sweeping Latin America since has important antecedents in a
      few well-established democratic regimes that were in existence since before World War II and in the growing
      number of countries that became democracies in the favorable developmental conditions of the postwar period until
      the mid-1960s. These antecedents, together with several fundamental social changes experienced in the postwar
      period, explain the large expansion in the contemporary demand for democracy.
    


    
      Among these changes are the rapid and extensive processes of urbanization and industrialization, which have
      transformed Latin America into an area with a majority of urban populations and with several semi-industrialized
      countries. There has also been at least partial modernization of substantial rural areas. Primary education and
      literacy have become almost universal in many countries, and secondary and higher education has advanced
      considerably. There has been a true revolution regarding the scope and reach of the mass media and the diffusion
      of information to all sectors of society. In addition, the revolutionary struggles of the late 1960s and early
      1970s and the political and economic survival strategies adopted by the popular classes during the authoritarian
      period and during the economic crisis and reform policies of the 1980s have strengthened civil society. We now
      see a great variety and diversity of grassroots and community organizations in the social, economic, political,
      and cultural realms at all levels of society.
    


    
      Among the more recent causes of the increased demand for democracy, the most important are probably related to
      the very experience of living under particularly vicious military dictatorships characterized by brutal and
      wholesale violations of human rights and justified in the name of the national security doctrine, the notion that
      there was an "enemy within" the nation that had to be exterminated. Even if
      democracies are undergoing very hard economic times in the region, few are willing to risk another go at military
      governments.
    


    
      Most in the military are of the same opinion. With the exception of Chile, military governments were rather
      unsuccessful and unpopular, particularly as they were unable to deal with an economic and social crisis that is
      still largely present. Furthermore, the "enemy within" has largely disappeared both ideologically and
      in reality at the national and international levels. The exceptions are the Shining Path in Peru and some
      guerrilla movements in Colombia. The complete change in U.S. diplomacy with its new emphasis on the support of
      democratic regimes and human rights and on the reduction of military expenditures is another important influence
      in the same direction.
    


    
      Another important and relatively recent factor is the process of intellectual and ideological renewal and
      increased moderation and convergence of the principal left-wing political parties, movements, and currents of
      opinion. They have become increasingly characterized by a new sense of realism and pragmatism, facilitating the
      configuration of wider-based progressive movements that are in favor of the democratic process.
    


    
      This development, to some extent, has been the consequence of the defeats suffered by the left-wing governments
      and movements of the early 1970s, the terrible repression under the military dictatorships, and the hard but
      highly positive learning experience of living in exile both in communist and democratic countries. The experience
      of the social democratic and socialist governments in several European countries faced with economic difficulties
      that in turn caused limitations in their political options and the widespread internationalization of their
      economies and societies has also been an important lesson.
    


    
      The international environment also experienced changes that supported the democratization process in the region.
      Portugal and particularly Spain exercised a strong intellectual influence. The European Social Democratic and
      Christian Democratic Parties and governments have been lending a helping hand to those struggling to establish
      democratic regimes in Latin America. The adoption by the United States under the Carter administration of a
      foreign policy stand in favor of the defense of human rights, including specifically the support of democratic
      regimes, notwithstanding their contradictions and ambiguities, signaled a very important and positive change.
    


    
      More recently, it is of course obvious that the spectacular crisis and definitive collapse of the Soviet bloc,
      and the terminal effect this has had on Cuba, have weakened even further all parties and movements formerly
      linked to communism. They have lost not only ideological credibility and political legitimacy but also vital
      concrete means of financial, logistical, and material support. In some cases the material and financial sources
      of support have been replaced by deals with the drug trade, but this will certainly not contribute to the
      recovery of their political legitimacy.
    


    
      It is important to point out that this historic collapse of the extreme left has had a very
      salutary effect on the extreme political right in Latin America, including certain of its local and foreign
      supporters among the business classes and the military. The rightists in Latin America used to define their
      positions, policies, and activities mainly in terms of their anticommunism, of the "enemy within," but
      this danger having disappeared, they were mostly left without a cause.
    


    
      There is, thus, a powerful set of profound changes, experiences, and trends, both social and political, domestic
      and international, that have favored the adoption and hopefully the consolidation of democratic regimes in Latin
      America. But there are also serious obstacles, among them the persistence of strong strains of antidemocratic
      cultures and institutions characterized by behavioral features such as paternalism, clientelism, intolerance, and
      authoritarianism. Furthermore, querrilla movements persist, though at a reduced level. The most worrying
      phenomenon is the expanding scourge represented by the drug trade in some of the Andean countries. It extends its
      tentacles throughout national and international society and is particularly damaging in those cases where it
      supports guerrilla movements. In these cases it contributes to a vicious circle of crime and violence with the
      consequent militarization of governments and civil society. These negative forces continue to aim at limiting the
      democratization process to restricted, elitist, and oligarchical regimes supported and infiltrated by the armed
      forces.
    


    
      There is the danger that these forces may combine in a negative way with the transnationalization process, which
      is much more advanced and intense in Latin America than in any other underdeveloped region. There is a tendency
      for the business and technocratic segments of the local middle and upper classes to become intimately related to
      transnational networks in the economic, financial, communications, mass media, and military circles, constituting
      rather homogeneous nuclei of similar income levels, consumption patterns and lifestyles, including ideological,
      political, and cultural affinities.
    


    
      When these privileged classes are faced with a choice between policies favoring the working classes and the
      informal and poor sectors—which would imply sacrificing to some extent their own insatiable consumerist
      aspirations—and policies that would favor these inclinations while sacrificing the lower classes even further,
      they might very well prefer the latter. But in the longer term, the former might provide stronger support for
      sustainable development and the consolidation of democracy. This is one of the critical dilemmas facing Latin
      America at present.
    


    Uneven Globalization and the End of the Cold War: Opportunities and
    Constraints for Latin America


    
      One fundamental consequence of the abrupt disappearance of the Soviet bloc is a profound change in world
      governance. The Cold War scenario provideo for two superpowers to share the governance of
      world society in open but limited conflict and implicit cooperation. This resulted for several decades in the
      freezing of all internal and international conflicts affecting the stability of the bipolar Cold War situation.
      The collapse of the Soviet bloc has opened up Pandora's box, allowing all kinds of latent conflicts to
      surface and predominate and producing a dominolike process of increasing fragmentation of apparently
      long-consolidated nation-states.16 Latin America and the United States stand out as a significant exception
      to this trend.
    


    
      Nevertheless, although the United States has experienced a relative economic decline, it still has an
      overwhelmingly powerful military. This fact, coupled with the economic ascendancy of a militarily weak Europe and
      Japan has placed the United States in a strange situation as a sort of de facto but socially reluctant,
      financially feeble, and politically illegitimate world police force incapable of providing a new alternative
      structure of world governance to a highly unstable post-Cold War era.
    


    
      The predominant role of the state that emerged after World War II under various socioeconomic and political
      guises has been giving way to a renovated and strengthened civil society in the social, political, and cultural
      realms, strengthening the trend toward democracy.17 It could be argued that the events of May 1968 and the Prague Spring that
      followed were early warnings, in the capitalist and socialist worlds, of the social movements that were gaining
      strength and momentum. These movements championed minorities, youth, women, green power, decentralization,
      participatory democracy, and human rights, leading to the corresponding proliferation of grassroots and
      nongovernmental organizations and contributing to the retrenchment of the state.
    


    
      This has also been the case in the economic field. Most prominent are the increased role of the market and the
      strengthening of private enterprise, particularly transnational corporations. Public expenditure in GDP has
      declined, public enterprises and services have been massively privatized and denationalized, and there has been a
      shift from public to private investments, both national and foreign.18 This process has been reinforced by and is closely linked to the
      dynamic expansion of transnational corporations, giving rise to an unprecedented globalization process and to the
      reorganization of the relations between them, the state, and local capital. All this is leading to a profound
      reorganization of public- and private-sector relations, both national and international.19
    


    
      With globalization and more complex forms of private international economic interpenetration of national markets,
      the aforementioned phenomena generate new problems, for instance, those associated with different national
      practices that affect international competitiveness. This becomes part of the increasingly stronger and wider
      conditionality under which economic reforms are pursued in Latin America. Therefore, the agendas of international—and also regional—negotiations are at a turning point; The focus is shifting from the
      similar treatment of products in international trade to the achievement of uniformity
      of national institutions and policies. This is the reason, for instance, for the
      search for a wider mandate for GATT in the direction of assessing policy and institutional differences as sources
      of "distortions," which contributes further to state loss of control over national economic
      policies.20
    


    
      Latin America is therefore faced with several fundamental changes in its structure of production, international
      relations, and income and wealth distribution that affect the nature of national development possibilities,
      including, most importantly, the survival and consolidation of democratic regimes. Simultaneously, it is
      undergoing economic, ideological, and political reforms that weaken the capacity of society and the state to
      adopt explicit development policies—except policies that support free markets and private enterprise and measures
      to support them.
    


    
      Nevertheless, postwar economic development strategies and policies based on Keynesian theories of full employment
      and an active role of the state, Marxist and Harrod-Domar theories of capital accumulation, Prebisch-Singer and
      ECLAC (UN Economic Commission for Latin America and the Caribbean) theories of protected industrialization,
      Rosenstein-Rodan cum Nurkse and Hirschman theories of balanced or unbalanced public investment and planning,
      Schultz's theory of human resource development, and so forth, were rather successful influences in the
      expansionary postwar period. To be sure, there was a growing gap between expectations and reality because in
      spite of the previously described successes, there were also great disappointments: Social, sectoral, and spatial
      progress was very uneven; inequality, underemployment, and poverty, although diminished, remained widespread; and
      a new and then-unrecognized scourge—environmental degradation—increased exponentially.
    


    
      Consequently, the prevailing wholesale condemnation of earlier development theories, strategies, and policies and
      of government intervention and planning is based on ideologically biased historical interpretation. It is
      therefore mostly unwarranted, vastly exaggerated, and in need of serious and unbiased reconsideration.
      Fortunately, this begins to be recognized even in U.S. academic circles. "This paper argues that in the
      light of new developments in industrial organization, international economics, and growth theory, the old
      development economics now looks much more sensible than it seemed during the 'counter-revolution' against
      interventionist development models. ... Thus this paper calls for a 'counter-counter-revolution' that
      restores some of the distinctive focus that characterized development economics before 1960."21
    


    
      As mentioned, one of the consequences of the crisis of capitalism in the interwar period was the worldwide
      emergence of the state as the most powerful institutional economic actor. This had rather
      positive effects on development during the postwar period until the mid-1970s. Therefore, there is urgent need to
      replace the prevailing view of the role of the state in that period with one less ideological. A more objective
      critical revision is required both to revalue the state's positive role during that historical phase and to
      examine the reasons for its decline or even reversal since the early 1980s or so, and the consequences thereof.
      The role of the state seems to have gone through a cycle of increasing and then declining returns. In the earlier
      phase the state was looked to as a solution in times of crises. More recently it has
      been looked at as the very problem causing the crisis. This is an interesting
      reversal of opinion.
    


    
      In the economic sphere, the state has undertaken increasingly wider and less justifiable intervention in the
      functioning of markets. In this way it has hindered the market's function as complementary to that of the state in the allocation of productive resources. This has had
      increasingly negative effects on resource utilization, efficiency, productivity, competitiveness, and growth.
      Because of its insatiable thirst for fiscal revenues with its increased role, the state has faced accentuating
      problems in raising further taxes. This has led to growing deficits, inflationary pressures, and wage increases.
    


    
      In the case of underdeveloped countries that specialized in commodity exports, including Latin America, the
      earlier "easy" and abundant tax and foreign exchange revenues from those exports shrunk in relative and
      sometimes in absolute terms. Over time the public sector and import needs grew much faster than the income
      derived from the commodity export sector. The ruling elites were thus faced with the very serious and difficult
      political task of establishing an effective tax system and promoting exports. This could be postponed during the
      1970s as abundant and cheap foreign borrowing became available, but it had to be faced inevitably after the debt
      crisis.22
    


    
      From an institutional point of view, the state was the source of an excessive bureaucratization of society,
      increasing administrative abuse, and interference and control of private life and economic activities and was
      increasingly arbitrary, rigid, incompetent, and corrupt. At the socioeconomic level, there was a heightened
      conflict between the increasingly overbearing state apparatus and the strengthening of citizens' aspirations
      to more participation, decentralization, and greater freedom for individual and social organizations.
      Furthermore, regarding international relations, there appeared to be a growing mismatch between the
      transnationalization processes of the economic and financial systems, including social and cultural life, and the
      attempts of the national state to regulate them. All of these processes contributed to questioning the political
      legitimacy of the state.
    


    
      It does not follow from the recognition of these negative consequences of excessive state expansion that
      countries should reduce the state's importance to the bare minimum. It seems important to set the historical
      record straight with respect to the role of the state and the development experience more
      generally. In this age of a rather naive belief in laissez-faire, it is crucial to distinguish the rights from
      the wrongs in that experience instead of condemning and burying them wholesale under the prevailing ideological
      mantle. More unbiased research is urgently needed on comparative development experiences, not only for
      theoretical but also for very urgent and practical policy reasons.
    


    
      Several recent neoliberal experiments have had seriously negative consequences regarding the concentration of
      wealth and income, inequality, poverty, unemployment and underemployment, the decay of inner cities, the abuse of
      the environment, and the threat posed to democratic institutions without having achieved the spectacular growth
      records of the postwar period. There is dire need for an alternative—or at least for strong qualifications—to the
      simplistic current prescription of privatization, deregulation, and liberalization as the cure-all for earlier
      statism. To rely entirely on private-sector dynamism under an impartial regulatory institutional framework
      without any guiding development strategy and principles does not seem advisable.
    


    
      The dramatic socioeconomic reality of Latin America and most Third World countries today is not only or even
      predominantly the consequence of the internal development policies of the 1950s and 1960s. It is also, to an
      important extent, the consequence of the severe external shocks of the 1970s, of the profound transformations in
      the structure and dynamics of the privatized and globalized world economy, and of the nature as well as the
      overwhelming financial and institutional power of neoliberal economic doctrines.
    


    
      I submit that these latter shocks and changes compounded and aggravated the defects of the earlier phase.
      Moreover, the handling of the external shocks and new conditions by the elites of most developing countries has
      been as abysmally inept when they were riding the debt boom as when they were collapsing under the debt burden.
      The overall historical picture looks to me like a premature interruption of vigorous but flawed development
      processes that needed to be and could have been corrected, and in some instances were in fact being reoriented by
      the end of the 1960s and then pursued with great success, as in the NICs, ASEAN (Association of Southeast Asian
      Nations) countries, and China.
    


    
      Most other countries abandoned their efforts at reorienting development strategies influenced by financial
      permissiveness and shortsightedness and fostered nationally and internationally by neoliberal policies of
      liberalization and deregulation. In a climate of U.S. and international financial liberalization, U.S. banks were
      recklessly expanding their lending to undeveloped countries. These countries lacked international experience at
      the same time that their increasingly transnationalized elites sought to protect their vested interests. Thus unprecedentedly abundant resources—which could have been used in the national and
      international public interest to redress the accumulating economic and social
      development problems of the late 1960s— were wasted.
    


    
      In this sense, the so-called lost development decade was not that of the 1980s but rather that of the 1970s, when
      both the need for adjustment and restructuring and the resources to carry them out were present. And the
      opportunity, mostly based on targeting investment toward and trade expansion in the microelectronics and
      semiconductor revolution, was also there. This was understood and acted upon by several Asian countries, who
      subsequently experienced growth, but was missed by Latin America, the socialist countries of the Soviet bloc, and
      Africa.
    


    
      Understanding this historical process—the new internal circumstances and the changed international context, as
      well as the relations between them—is of the utmost importance. This is particularly true because of the
      implications of the highly transnationalized nature of the world economy and society, the profound changes taking
      place in technology, the reorganization of the institutional structures and international arrangements of the
      emerging major world geopolitical and economic areas, and the radically new conditions for world development
      posed by the environment, none of which are addressed by the neoliberal economic reform processes that are taking
      place in Latin America or by the international institutions that are promoting them.
    


    Conclusion: A More Democratic Order?


    
      Recognizing and attempting to understand these and other overall trends as well as possible future scenarios and
      present options is crucially important for development strategies and policies and should be taken into account
      in the processes of economic reform. For the shape of the future will depend not only on these and other
      tendencies and forces at work but also, and very critically at this stage when the situation is still in a state
      of flux, on the wider and longer-term strategic visions and concrete institutional proposals that can be put
      forward both at the global and at the national levels to confront, adapt, or otherwise react to them.
    


    
      Some public issues concerned with poverty, equity, the environment, and longer-term
      growth and development strategies urgently require consideration, both at the national and international levels.
      For example, at the international level, will the three emerging blocs develop in collaboration or conflict, and
      what will either scenario mean for their mutual relations and those with the existing and former socialist blocs
      and the underdeveloped world? Will this large group of latter countries have some say in international economic
      governance? Will it be possible to reverse the net capital flows from debtor to creditor
      countries, provide access to the highly protected markets of the OECD countries, share or otherwise take
      advantage of the rapidly changing technological know-how concentrated in global firms? Will there be new and more
      appropriate cooperation and aid to underdeveloped and existing or former socialist countries, and if so, in what
      sort of way: negotiation or imposition through various kinds of conditionalities? Moreover, how will we share and
      protect the increasingly limited environmental life-support systems of the world? How will individual firms,
      groups of enterprises, industries, individual nations, and groups of nations respond to these challenges? Should
      they just trust the market to work it all out?
    


    
      Similar kinds of questions need to be posed at the national level. If one were to believe the world financial
      press and what is published by the main international economic institutions and mainstream economic journals,
      after having arrived at "the end of history," we would also seem to have reached the end of economics,
      especially the "economics of development."23 Neoclassical economics and the more extreme neoliberal economic policy
      menu derived thereof—deregulation, liberalization, openness, minimal state, correct prices, reliance on the
      market and the instincts of private entrepreneurs, and so on—are being pushed with little variation everywhere,
      regardless of the country's initial conditions: size, resource base, location, culture, social structure,
      institutions, international relations, and historical evolution. Neoliberal economics is presented as
      constituting the ultimate wisdom, a generalized consensus from the right to the left.
    


    
      Although there is undoubtedly much more agreement, or at least convergence, than in the past on several main
      issues of economic policy, there is also a lot of confusion regarding the prevailing neoliberal view. Far from
      having also reached "the end of ideology," another contemporary catchphrase, we are in danger of
      becoming locked into an unprecedented ideological monopoly, a sort of unidimensional ideology, to paraphrase
      Marcuse, or "monoeconomics" in Hirschman's characterization. To cut through this intellectually
      stifling ideologism, it is necessary to have a closer look at the convergencies but also the divergences that in
      fact exist about several critical issues of economic policy, particularly from the development
      perspective.24 The
      latter consideration is crucially important because economic reform programs may create an institutional setup
      with lasting effects that may not be conducive to longer-term growth and particularly development.
    


    
      It is necessary to take into account the experience of those countries that have been able to organize
      cooperative or corporative managerial capitalism, such as Germany, Austria, Japan, Korea, Taiwan.25 "The new interventionism
      seeks to guide, not replace, the market. It uses price and non price methods to channel investment away from
      unproductive uses, expand technological capacity, strengthen links with foreign firms and give a directional
      thrust to selected industries. These interventions need to be based on a plan for the pattern
      of trade and industry over time, and this plan must be open to feedback from the market. ... That is ...
      assistance ... must be made conditional on performance."26 An interactive government-business-finance interface seems to be crucial
      to produce national strategies of international market penetration. This is quite different from the
      individualistic neoliberal model pursued by the U.S. or UK economies, which is nevertheless the one that prevails
      in the economics profession and the one that inspires economic reform programs everywhere.
    


    
      There is another rather formidable subject that will have to be incorporated as a central concern in discussions
      about economic reform in this age of democracy in Latin America. I have already referred to the themes of social
      participation, decentralization, social movements, strengthening of civil society, and nongovernmental
      organizations as a challenge to the old state. But this rise in civil society and organization also poses a
      challenge for the new state. This is an ample and complex field that seems to deal in essence with what I would
      call the "widening and deepening" of democracy, an area in which some Asian countries have not been
      nearly as effective as in the economic field. One way of interpreting the present transitional historical period
      would be to recognize that development has been sacrificed to growth and to contrast "the irrationality of
      capitalism with the inviability of socialism."27
    


    
      How can we impregnate capitalism with the public and social concerns of socialism without frightening the
      capitalist entrepreneur and at the same time avoid militarized bureaucratic authoritarianism of the right or the
      left and strive for more individual and social freedom? How can we achieve a synthesis of the capitalist engine
      of growth with the socialist concern for the improvement of the oppressed, exploited, marginalized, and
      discriminated majorities and minorities? How can we avoid that the process toward transnational integration and
      the pressure for increased competitiveness lead to further national economic, social and cultural disintegration?
      How can we protect public goods such as the environment, human rights, and justice from private, bureaucratic and
      technocratic assault?
    


    
      Perhaps the common thread of concern and proposals around these issues is the search for a more radical
      conception of democracy: stronger and wider-structured participation through a strengthened civil society; less
      big-state and big-business power and closer democratic social control of both by a denser, stronger network of
      private citizens' organizations to fulfill public functions and represent, in particular, the weaker groups
      and sectors of society. One implication is more support for building and reforming such organizations. Another is
      that developed countries should support underdeveloped countries committed to democracy with increased access to
      their markets, decreased debt service, easier terms for technology transfer, and so on rather
      than by imposing neoliberal economic reform conditionality.
    


    
      Still another implication is the need to explicitly reconsider the role of the state. To put the debate in terms
      of more or less state or to see the state either as the solution or the problem is to miss the real issues. It is
      clear that the state has to fulfill certain basic overall functions to make the market work. The point here is to
      clarify what works and what doesn't and how to go about making changes. Furthermore, it is also accepted by
      neoclassical theory that the state has certain functions to perform in cases of recognized market failure. The
      point is to find ways to perform those functions efficiently without incurring government failure. Finally, it is
      widely recognized that underdeveloped countries have special characteristics and that several of the assumptions
      of neoclassical economics do not pertain or do so only slightly. There is a strong case for government
      interventions to foster development, provided of course that government institutions have a minimum operational
      capability. And this is a big proviso, but the way forward is not to ignore the need for state action but to
      engage very actively and decisively in the reform and reconstruction of a modern state in Latin America. The
      state must perform regulatory and strategic coordination and guidance functions in interaction with the private
      sector. Sometimes it may have to enter into the production sphere, provided these interventions are temporary and
      made conditional on performance. When effective private groups eventually emerge, they can successfully take
      over; the state can then regulate them and move on to other strategic areas in need of development. A
      dialectical, mutually reinforcing process between the state and the private sector must be worked out, its nature
      highly dependent on the concrete circumstances of each country, including in particular the strengths and
      weaknesses of the state apparatus.
    


    
      The same strategy should be followed with transnational corporations so that national producers can enter into
      some form of association with them and gradually seek greater autonomy as national learning and growth processes
      give them sufficient strength. There are several examples indicating that such a strategy is feasible, provided,
      of course, that the national power, institutional capabilities, and the political will exist.
    


    
      These and other forms of public and state action are required for practical, not ideological, reasons to face up
      to the new conditions prevailing at present: the critical importance of knowledge and education; the changed and
      rapidly evolving nature of technology; the reorganization of the work process, business organization, and labor
      relations; heightened environmental awareness and restrictions; the increasing competitiveness in the world
      economy due to the advanced degree of transnationalization and global interconnectedness and integration; the
      growing inequality within and among countries; and the universal aspiration to have democratic societies.
    


    
      The big challenge that Latin American countries face, given the present phase of national and
      international disorder, is to find out whether and how to get public institutions able to adopt the right kind of
      longer-term policies, rather than to accept the comfortable short-term position of reducing government
      intervention to the bare minimum on the assumption that this is the best that can be done. Only a more democratic
      state, controlled by civil society, can promote the longer-term national interest, which obviously requires
      stabilization, adjustment, and restructuring but also the recovery of economic growth, the alleviation of poverty
      and the reduction of inequality, the preservation of the environment, and a dynamic integration into the world
      economy. All of these requirements involve the need for determined public strategies, policies, and action at the
      national, international, and global levels.
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      The momentous changes that have taken place in the international system since 1988 are transforming the familiar
      contours of the international order. Many of the assumptions upon which the postwar global alignment was based
      have virtually disappeared. The end of the Cold War, the virtual breakup of the Soviet Union and the abdication
      of Russia's claim to the status of a superpower, and the emergence of three economic blocs—the United States,
      the European Community, and Japan—have signaled the demise of the postwar bipolar international order. The Gulf
      crisis heightened the prospect of a unipolar world order dominated by the United States, even though
      then-president Bush's promise of a new world order turned out to be cynically self-serving.
    


    
      The end of the Cold War and the lifting of the iron curtain led not only to the virtual collapse of the communist
      regimes in Eastern Europe but also to the disappearance of the East-West dividing line. The great schism is gone
      and Europe is once again Europe: Eastern Europe no longer exists as a separate socioeconomic entity, Germany is
      already reunited, and in time parts of Eastern Europe will probably also become a part of the extended European
      Community. All this is bound to have a profound impact on the global security alignment, on regional conflicts,
      on North-South relations, and on the pattern of international economic linkages and world trade. There are fears
      that in the new order the Third World may be further marginalized and radical Islam may replace communism as the
      main threat to Western security.
    


    
      The Third World is inextricably linked to the international system and will also inescapably experience the
      trickle-down impact of the global transformation resulting from the end of the Cold War rivalry. It is no
      coincidence that in 1988, when the superpowers began to build bridges, there was a profound impact on numerous
      conflicts in the Third World. The Iran-Iraq
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      War ended after eight years, Soviet troops were pulled out of Afghanistan after nine years of bloodletting,
      Vietnam began a process of disengagement of troops from Cambodia, and the People's Republic of China's
      hostility toward Vietnam began to be toned down. In other areas the Palestinians accepted UN Resolutions 242 and
      338 and implicitly recognized the existence of Israel, Morocco and the Polisario Front began working their way to
      a negotiated settlement, the Soviets persuaded the Cubans to withdraw from Angola, South
      Africa was compelled to withdraw its forces from Angola and Namibia, Sino-Soviet and Sino-Indian relations seemed
      to be on the mend, and even the North and South Koreans began talking of reunion.
    


    
      The purpose of this chapter is to examine the impact of the end of the Cold War and the changes in Europe on
      South Asian security, domestic politics, and economy and finally to examine the compulsions toward regional
      integration. The impact of superpower detente is not immediately visible in South Asia even though there is
      already evidence to suggest that changes of far-reaching significance are imminent in the 1990s.
    


    South Asia in a Changing World Order


    
      The changes in South Asia may not be as dramatic as in Eastern Europe, but the ramifications for the region will
      nonetheless be quite considerable. The superpowers' disengagement from the subcontinent could bring about a
      decisive change in the military balance and might also inject a new realism into the region. Global changes,
      together with domestic compulsion, on all sides of the borders could make old policies of confrontation untenable
      or at least obviously anachronistic.
    


    
      The end of the Cold War has already unleashed profound changes in the international system. As the two
      superpowers and their allies cast aside their global rivalry, visualized as a zero-sum game in which the gain of
      one was invariably the loss of the other, the so-called policy of containment and countercontainment must also
      become obsolete. The deescalation in numerous regional wars following the move toward the superpowers'
      detente clearly suggests that conflicts in the Third World, even though they have their own dynamics, cannot be
      sustained at the same level once their external backers decide to end their support. This would appear to be
      particularly true in South Asia.
    


    
      Neither of the two superpowers had any direct stake in the Indo-Pakistan rivalry; nor was South Asia ever an area
      of high priority for either of them.1 The geostrategic significance of the region is due only to its location
      between West Asia and Southeast Asia, the two areas of concern to the superpowers. The intervention of the United
      States, the Soviet Union, and China in the region arose, however, not from an intrinsic interest in the
      subcontinent but principally from their concern about each other. The region was sucked into global rivalries of
      the Cold War in the 1950s as each of the superpowers sought to check the influence of the other through the
      so-called policy of containment and countercontainment. With the superpowers lined up behind each of the
      belligerents, political and military stalemate became entrenched. Since the main purpose of the two superpowers
      was to limit the influence of the other in the region, neither had any incentive to resolve the conflict or risk
      its escalation. At the same time India could not compel Pakistan, which had been greatly
      bolstered by its external ally, into an acquiescence of the status quo in Kashmir. Pakistan remained committed to
      reversing Kashmir's "accession" to India, but its enhanced military prowess was more than off-set
      by Soviet support for India. As long as the superpowers' rivalries endured, the status quo in the
      subcontinent was virtually assured.2
    


    
      Three external powers—the United States of America, the former USSR, and China—have intervened in the conflict in
      this region before. But none of them actually have an intrinsic stake in South Asia: Their interest in the region
      stemmed primarily from their concern with each other. Or put differently, South Asia merely became a key
      strategic arena in which to pursue their global rivalries. It therefore followed that although each external
      power was concerned to strengthen its protege to contain the influence of its rival, neither of their commitments
      extended to resolving the regional conflict, since that would have involved the risk of their getting directly
      entangled. It could also be argued that it would have been against the interests of the external powers to
      resolve the conflicts because that would have minimized the dependence of the regional states on their external
      patrons.
    


    
      Thus a fierce arms race started between India and Pakistan in which each side was sufficiently armed to deter the
      other but neither could achieve the decisive advantage to tilt the regional balance in its favor. A lopsided
      balance of power was created in South Asia that made it impossible to alter the status quo and that also queered
      the possibility of a political settlement. Four decades later—after three major wars and an economically ruinous
      arms race—neither side has been able to achieve its objective. India has failed to play the role of a dominant
      power in the region, which its superior size and resources would have entitled it to; and Pakistan has been
      unable either to alter the status quo in Kashmir or even to protect its territorial integrity.
    


    
      It might even be argued that because the central concern of the outside powers was more with each other than with
      the local states, their involvement in South Asia proved more durable than any particular form of alignment.
      There were no ideological underpinnings of significance to any of these alliances between the South Asian states
      and the outside powers. To that extent they were all alliances of convenience, reflecting classical
      balance-of-power behavior. If we follow that classical logic, keeping in mind the motives of both the local and
      external states, the alliances were shifting and interchangeable.3 In 1962, following the Sino-Indian
      conflict, the United States and Britain rushed to India's assistance notwithstanding that India was allied to
      the Soviet Union. The threat of communist China to India was considered sufficient to reverse the U.S. policy of
      hostility to India. And again when Sino-Soviet relations deteriorated, the United States began to view
      Pakistan's improved relations with China with approval, since in the higher level of conflict China and
      Pakistan would be useful allies against the Soviet Union. The essence of that logic is also that once the higher
      level of rivalry between the external powers was much reduced or eliminated, the compulsion
      to intervene in the region was greatly weakened.
    


    
      It follows, therefore, that with the end of the Cold War the superpower policy of global containment has
      virtually become obsolete. Both the Warsaw Pact and NATO have become virtually obsolete and in search of a new
      role. The European schism has also ended, and the former European adversaries are now set to evolve a European
      security community. They no longer perceive each other as a threat but actually see the need for collective
      security to keep away threats from outside Europe and North America. The possible rapprochement between the
      Russian Federation and China and between China and India will further remove the incentive for superpower
      intervention in the region. At the same time as the utility of the South Asian states to their patrons
      diminishes, the ability of these states to draw the superpowers into their conflicts, or play one against the
      other, will correspondingly decline. The most dramatic evidence of the end of the Cold War can be seen in
      Afghanistan. Both superpowers have dropped their erstwhile proteges and Afghanistan has disappeared from the
      front pages.4
    


    
      The ability of India and Pakistan to enlist the support of external powers in their local rivalry appears to have
      been drastically reduced in the changed international environment. Without the backing of a powerful external
      supporter, Pakistan will find it impossible to maintain the artificially erected balance of power in the region
      and may be persuaded to be more accommodating. India, with the benefit of hindsight, may recognize that it cannot
      repeat its mistakes of the 1950s.5
    


    
      It might be argued that it was perhaps India's failure to accommodate Pakistan's legitimate security
      concerns that was instrumental in pushing Pakistan into an alliance with the United States in 1954.6 The consequent U.S. intervention
      helped Pakistan to maintain a lopsided balance despite India's enormous superiority. The experience since
      World War II has clearly shown that the involvement of extraregional powers in the subcontinent has been
      detrimental to India's interest and has prevented that country from exercising its "natural"
      leadership in the region. Both India and Pakistan appear to have lost their superpower backers. The Soviet Union
      has collapsed and is in no position to continue its assistance to India. At the same time the end of U.S. and
      Russian intervention in Afghanistan and the demise of communism in the former Soviet Union has virtually ended
      U.S. interest in Pakistan. At one level both India and Pakistan, deprived of their traditional security moorings,
      are genuinely worried. On the other hand, past experience should militate against seeking external redress. As
      noted, neither country (as opposed to sections of the ruling elites) can claim to have benefited from external
      intervention. The arguments against repeating the mistakes of the past are self-evident. Pakistan has genuine
      security anxieties that India will have to allay if it wants to prevent Pakistan from being pushed into seeking
      external alliances, especially amongst the Muslim countries. Nor can India afford to miss an
      opportunity for building confidence amongst its neighbors by being more sensitive to their security perceptions.
      It is in Indian interest to keep external powers out of the region.
    


    
      It is as yet too early to assess the full impact of the end of the Cold War on South Asia, but the prospect of
      external powers extricating themselves from South Asia has opened up new opportunities for improved relations
      between India and Pakistan, and in the region generally. There is already enough evidence to suggest that changes
      of far-reaching significance are imminent in the latter 1990s.7 The combination of dramatic changes both globally and within the
      region is, probably for the first time, making the old policies of confrontation untenable and in fact appears to
      have created a suitable environment in which a lasting solution to the Indo-Pakistan conflict might be found.
      Both the principal regional protagonists appear to recognize the inefficacy and limitations of their external
      backers. There is a discernible change of attitude among the new generation of the ruling elites in the
      subcontinent.8 Both the
      Indians and the Pakistanis are belatedly recognizing the incontrovertible fact that the relationship between the
      two countries is a central determining factor in the domestic and foreign policies of both countries. More
      important, it is obvious that continuing hostility between the two countries has had an adverse impact on the
      development and aspirations of the peoples of both countries. It is precisely because both sides recognize that
      another round of Indo-Pakistan war will be economically and politically unsustainable that they have been careful
      to not allow the tensions resulting from the uprising in Kashmir to escalate into a war between the two states.
      The severity with which Pakistani security forces held back the Kashmiris from crossing over the cease-fire line
      was indicative of the regime's determination to avoid another clash with India. At the same time both India
      and Pakistan are, albeit reluctantly, coming round to understand that the problem in Kashmir is no longer merely
      a bilateral issue between the two countries. The failure of the Indian forces to suppress the uprising in
      Indian-occupied Kashmir and the rejection by the youth in Pakistani-occupied Kashmir of being integrated into
      Pakistan are clear indications that Kashmiris have plans for their future that are at variance with those of
      India and Pakistan. In my private conversations with the leaders on both sides, they acknowledged that the
      solution lies in a united and autonomous Kashmir (with certain territorial modifications), but neither are
      willing to broach it publicly because the people in both countries are supposedly not ready for it. Old habits
      die slowly, but each side is anxious to get rid of the millstone around its neck.
    


    
      There is another obvious fact that is not often fully appreciated. Neither Pakistan nor India has been successful
      in achieving its own national objectives. The two persistent themes in Pakistan's foreign policy are the
      demands for self-determination in Kashmir and the understandable concern about its
      territorial integrity. Ironically Pakistan has not only failed to wrest Kashmir from India but was itself
      truncated in 1971. India, too, cannot claim to have been successful in its objective of playing a preeminent role
      in the region, which it is entitled to by virtue of its size, population, and resources. The intervention of the
      extraregional powers in the subcontinent came about largely because of India's failure to accommodate
      Pakistan's perceptions of its legitimate security concerns. Besides, reliance on external powers for military
      and economic assistance has infringed on the national sovereignty and limited the autonomy of both countries in
      international affairs. No less important, the massive arms race has been economically ruinous and has done little
      for large numbers of people in both countries living below the poverty line.9 In the case of Pakistan, the persistent conflict with India
      has legitimized the army's domination of politics for much of its history.
    


    
      There are admittedly widespread fears among the states of South Asia that with the disengagement of the external
      actors from the region, India will attempt to establish its hegemony. These fears, although genuinely held by the
      smaller states, can easily be dispelled. India is easily the most powerful state in the region, but its ability
      to use force is seriously circumscribed. The experiences of the two superpowers in Vietnam, Afghanistan, and Iran
      have already exposed the limits of military power against ideologically inspired nationalist movements.
      India's belated pursuit of military power understandably alarms its neighbors. But the ability to use
      coercion is questionable in a world where military force is becoming rapidly less effective politically. Iraq
      could not subdue Kuwait; and despite the cynical abandonment of Bosnia by the big powers, the brutal Serbian
      genocide has not been sufficient to wipe out the Bosnian Muslims. Recent events in South Asia have to some extent
      confirmed the limits of India's ability to impose its will on its neighbors. There can be no doubt that
      India's intervention in Sri Lanka has gone a long way toward ending the repression of the Tamils and also
      helped to provide the mechanism for the resolution of Sri Lanka's ethnic conflicts within the framework of a
      united country. Similarly, in Nepal, India's stance on the Indo-Nepalese trade and transit treaty was
      impeccable from the point of view of international law. But in both cases India burned its fingers.10 The inability of 100,000 crack
      Indian troops, highly experienced in counterinsurgency, to subdue a small force of Tamil guerrillas in Sri Lanka
      and the near universal disapproval of its allegedly bullying tactics in Nepal were not only embarrassing but a
      cogent reminder to New Delhi of the pitfalls of meddling in the affairs of smaller neighbors. Moreover, Rajiv
      Gandhi's inability to reverse his declining political fortunes at home confirmed the limited electoral gains
      that can be obtained from foreign adventures. The examples of Japan and the newly industrialized countries of
      East Asia are a constant reminder to many Indians that status and power come from economic strength. The economic imperatives of the Indian government will make it politically impossible to
      sustain military expansion. It is obvious to many that India cannot maintain its current defense expenditure and
      at the same time expect to alleviate the grueling poverty of its people.
    


    
      The arguments for moving away from confrontation to cooperation not only have become compelling but also are
      beginning to be appreciated at last.11 It is significant that despite the escalation of tensions in Kashmir,
      both India and Pakistan have shown remarkable constraint. At the same time the persistent paranoia amongst the
      smaller states about the need to resist India's supposed expansionism has been tempered with a dose of
      realism.12 The recent
      experiences of Sri Lanka and Nepal have left the smaller states under no illusion that extraregional powers are
      not only unwilling to be dragged into subcontinental conflicts but also, and perhaps more important, are
      unwilling to antagonize a powerful India for the doubtful benefit of acquiring a small client state.
    


    
      Much of the optimism in the foregoing analysis is premised on the assumption that with the end of the Cold War
      the external powers will disengage themselves from the region and that lessons from the past will militate
      against attempts by the states of South Asia to involve the extraregional powers in the affairs of the
      subcontinent. There is no certainty that either of these two assumptions will be fully borne out by actual
      developments. In the first place, the promise of short-term gains or expedience may once again encourage or
      entice the South Asian leaders to enter into an alliance with an external power. Second, the West cannot
      altogether ignore South Asia. There is a growing concern about the proliferation of nuclear weapons in South Asia
      and the supposed rise of Islamic fundamentalism in Pakistan. Suppressing Islamic fundamentalism and preventing
      the spread of nuclear weapons are high on the list of priorities of the Western governments. In other words, new
      compulsions or "logic" for external intervention seems to be manifesting that may inhibit the
      disengagement of the external powers from the region.
    


    
      The end of the Cold War and the collapse of the Soviet Union have left both Pakistan and India without an ally,
      and there is considerable anxiety in all South Asian countries about their security. With the United States now
      no longer interested in the conflict in Afghanistan, with the end of the Cold War and the virtual demise of
      communism in the former Soviet Union, the Americans have little interest in Afghanistan and still less any desire
      to see the installation of a fundamentalist Islamic regime in Kabul—and consequently the importance of Pakistan
      as a front-line state containing Soviet expansion has become irrelevant. Not only has Pakistan lost its status as
      the "most allied" ally of the United States, but in the changed circumstances the United States is
      showing concerns about Pakistan's nuclear program and what it mistakenly perceives to be the growth of
      Islamic fundamentalism. Despite Pakistan's valuable support during the Gulf crisis, the
      United States has been exerting both economic and diplomatic pressures to force Pakistan to abandon its nuclear
      program. Fears that the United States might use force to destroy Pakistan's nuclear capability are frequently
      expressed in Pakistan.
    


    
      In contrast, the U.S. attitude toward India appears to have become markedly conciliatory. In part this stems from
      the fact that following detente with the Soviet Union, the United States no longer views India as its enemy's
      friend; and the ostensible show of warmth may also be intended to bring pressure on Pakistan. But it may also be
      conjectured that the overture to India is a part of new U.S. strategic planning, which envisages the
      possibilities of being engaged in two regional conflicts simultaneously. With the demise of communism and the
      breakup of the Soviet Union, the only remaining threat to Western interests is perceived as coming from the Third
      World. The United States is the only remaining superpower, but the end of the bipolar international system has
      not led to a unipolar system dominated by the United States, as many had imagined. Although the shape of the new
      international system is far from clear, it is more likely to be multipolar, with several centers of
      power.13 The United
      States, albeit a military superpower, lacks the financial resources (as was evidenced during the Gulf War) to be
      able to play the role of a hegemon on its own. Its ability to control the international system will depend
      largely upon its ability to work harmoniously with the other "great" powers or "pillars" in
      the new multipolar structure— the European Community, Japan, the Commonwealth of Independent States (or at least
      the Russian Republic), China, and India. To that end it is quite conceivable that the United States may envisage
      India as one of the supporting pillars of the U.S.-dominated international system. The co-option of India and
      China as allies would not only greatly facilitate U.S. influence over the system but would also eliminate any
      credible challenge to the international society.14 With Iran emaciated and Iraq both economically squeezed and isolated,
      there would appear to be no other obvious challenger to the West from the Third World. The prospect of a
      U.S.-Pakistan alliance being replaced by U.S.-India collaboration cannot be altogether ruled out.
    


    
      Indeed, India may well be tempted to ally with the United States. The virtual breakup of the Soviet Union has
      deprived it of a major ally and seriously dislocated its defense, since nearly 70 percent of India's imported
      weapons came from the Soviet Union. Moreover, India has embarked on a program of economic liberalization whose
      success depends upon access to credit and structural adjustment loans from the World Bank and the IMF—both of
      which could be jeopardized by hostility to the United States. And if U.S.-Pakistani relations deteriorate as a
      result of the tensions over Pakistan's nuclear program, it will not be difficult to understand why many in
      India might well find it hard to resist the temptation of reciprocating U.S. overtures to get at the old enemy.
    


    
      But there are clear limits to the possible extent of the U.S.-Indian accommodation. Not only
      do the two countries have a widely different perception of each other but also there is scarcely any consensus
      between the two on any major international issue.15 India and the United States have disagreed over a whole host of issues.
      In the past the United States found India's nonalignment morally reprehensible and was greatly chafed by
      India's vigorous advocacy of the rapid decolonization of the European empires in Asia, Africa, the Caribbean,
      and Oceania. They have differed on the questions of Palestine, South Africa, Cambodia, Vietnam, Afghanistan,
      Iran, and Cuba; they have also held antagonistic positions in the debate on the New International Economic Order,
      in the GATT negotiations, on the nuclear nonproliferation treaty (NPT), and in the UN. The end of the Cold War
      has certainly eased some of the differences between the two countries, but the world's two largest
      democracies remain divided by their fundamentally divergent views about the international order. India has not
      yet altogether acquiesced in an international system that is tilted in favor of the advanced economies. There is
      plenty of room for improved relations between the two countries by the removal of minor irritants, but it is
      extremely implausible that India will agree to become a part of the U.S.-led new world order and thereby help
      legitimize the existing iniquitous system. Not only would this mean a repudiation of India's past commitments
      and ideals but also there is no guarantee that the U.S. commitment to India will be any less fickle than it has
      been to Pakistan or its other Cold War allies. President Clinton's pressure on the Russian president to stop
      supplying missile engines to India is just one evidence of the distrust between the two countries.
    


    
      To argue that the end of the Cold War will lead to the disengagement of the external powers from South Asia and a
      deescalation in intensity of rivalry between the states of the region is not to suggest that all conflicts will
      disappear or that peace is about to break out in the region. Regional conflicts have their own dynamics.
      Suspicions and hatred built up over decades will not disappear instantaneously. Although there can be no doubt
      that the superpowers have played an important role in escalating low-intensity regional conflicts into major
      wars, it would be inaccurate to suggest that interstate and intrastate conflicts in the Third World are entirely
      the product of superpower rivalries or external intervention.16
    


    
      To a large extent, tension and conflicts are inherent in developing societies as they seek to evolve into
      nation-states and assert their national identities. Most of the postcolonial states in the Third World are
      artificially constructed and consequently extremely vulnerable. The ethnic, religious, linguistic, and tribal
      diversities, coupled with uneven economic development and regional diversities, have made difficult the evolution
      of national identities and the building of political institutions. This is not entirely surprising. It took
      Western Europe several centuries to establish a comparatively stable state system based on
      the principle of national self-determination.17 In South Asia, as elsewhere, interstate and intrastate turbulence is
      deep-rooted.
    


    
      There are numerous sources of dissonance between the states of the region.18 India is a secular state; almost all its neighbors give
      primacy to religion in governmental politics. The Indian federation is organized along linguistic lines and to a
      large extent recognizes the autonomy of the states; its neighbors have centralized regimes dominated by the
      majority ethnic group. Most important, India and Sri Lanka have fairly well established democratic systems;
      authoritarian regimes have tended to dominate the other states. The organizing principles of one state are viewed
      as a threat by another. Moreover, because authoritarian regimes lacking in legitimacy have no popular support
      base, they become more dependent on external supporters and are thus more amenable to pressures and manipulation
      from outside the region.19
    


    
      Although South Asia with its well defined external boundaries constitutes a coherent region, its internal
      political geography follows no clear lines of demarcation. This is to be largely expected in such an ancient
      crucible of civilization—where peoples, cultures, and religions are inextricably interwoven. Boundary
      demarcations invariably cut across communities and tribes. The three major river systems—the Indus, the Ganges,
      and the Brahmaputra—by cutting across the boundaries of India, Pakistan, Bangladesh, and Nepal, have further
      exacerbated the tensions between them resulting from disputes over the share of water.20 Moreover, five of the six states in South Asia
      have borders with India, and this has resulted in inevitable complications, since all these states are in their
      infancy and in several cases the boundaries are not yet firmly settled.21 India, which looms large as the centerpiece, shares ethnic,
      religious, and cultural affinities with all its neighbors. In times of conflict in neighboring countries, this
      becomes a source of acute tension. Spillover of domestic crises across frontiers is not uncommon. Millions of
      Bengalis in then East Pakistan fled across the borders to India in 1971 to escape the atrocities of an invading
      Pakistani army, leading to India's direct intervention in Bangladesh's war of liberation. The Tamils of
      Sri Lanka sought refuge in India and launched their insurgency from Tamil Nadu across the Palk Straits, thereby
      heightening tension between India and Sri Lanka. Nearly 3 million Afghans crossed over to Pakistan following the
      Soviet intervention in their country in 1979, exacerbating the Pakistan-Afghanistan relationship. Since the
      mid-1970s, Chakmas from the Chittagong Hill Tracts have sought asylum across the border to avoid genocide by the
      Bangladesh security forces. Similarly, some would-be secessionists such as Sikhs from the Indian Punjab and
      Muslims from Indian-held Kashmir have found sanctuary in Pakistan in their struggle for autonomy. It is very
      likely that such low-intensity conflicts will continue in South Asia until these states have evolved a national consensus and found a way to politically accommodate minority groups.22
    


    Uneven Globalization and South Asia


    
      The end of the Cold War, the incorporation of the former Soviet Union and Eastern Europe in the capitalist world
      economy, and the creation of an integrated market in Europe have altered the pattern of international economic
      linkages and trading relations, which will inevitably have their resonances in South Asia. There is a distinct
      possibility that the Third World countries will become increasingly marginalized as their strategic significance
      diminishes and the developed world becomes more preoccupied with its own immediate problems.23
    


    
      The "opening" of Eastern Europe might also have further implications for South Asia. South Asia will
      now have to compete with Eastern Europe in a whole array of economic matters. Until now the region's
      attraction to foreign investors has been due not only to attractive incentive packages the governments of these
      countries offer to investors—tax holidays, cheap credit, subsidies, and foreign exchange concessions for
      exports—but also because South Asia is one of the few regions outside the developed world that offers access to a
      potentially vast market, cheap and skilled labor, a large pool of managerial and scientific personnel, attractive
      real estate costs, and a sound legal and banking system. However, the region's comparative advantage is
      likely to be challenged as the Eastern European economy is opened to the West. Eastern Europe has a natural and
      cultural affinity with the West, enjoys geographical proximity, and is comparable, if not superior, in
      infrastructure to South Asia; and like South Asia, it too has a large trained workforce and potentially a sizable
      market. It should therefore be hardly surprising if Western capital and technology flows to Eastern Europe in
      preference to South Asia.
    


    
      In the short term the region is also likely to suffer from the "fortress" policy of the EC: Imports
      into the EC are being discouraged by nontariff barriers, the so-called voluntary restraints by the exporters, the
      multifiber agreement, the imposition of quotas through bilateral agreements, and now, more ominously, the
      requirements of "standardization." South Asia not only features at the bottom of the list of the
      EC's trading partners24 but now, in its concern with Eastern Europe, the EC is likely to draw its
      attention further away from South Asia. The EC is coordinating the efforts of the European Bank for
      Reconstruction and Development, whose members include, in addition to the EC countries, the United States, Japan,
      and ten non-EC states, in raising funds—estimated to be larger than those for the Marshall Plan for the
      reconstruction of Western Europe after World War II—for reviving the collapsed economies of Eastern Europe. In
      the competition for resources and markets, the claims of South Asia will invariably be
      accorded a lower priority.
    


    
      The comfortable assumptions on which the ruling elites of the Third World have come to base their economic
      policies are rapidly becoming obsolete. Economic policies can no longer be predicated on the annual pilgrimage to
      Paris, where the so-called aid consortium doles out the checks. The consequences of concessional economic
      assistance ceasing to flow or even slowing down are bound to have a serious impact on the economies of the
      region, as different countries are in varying degrees dependent upon foreign aid. But even though the transition
      is bound to be painful, these changes offer fresh opportunities for South Asia. In the long run, the countries of
      the region will learn to mobilize their own resources for development. This will reduce external dependence and
      may help to foster greater popular accountability and democratization of governments. And as the region is left
      more to its own devices, it might be argued, the countries of South Asia will be compelled to develop closer
      links with each other.
    


    
      And yet the responses of all the South Asian governments show a remarkable reluctance to face up to the new
      reality. Instead of rethinking their economic strategies, necessitated by a qualitative change in the
      international system, the leaders, including, surprisingly, those of India, have allowed themselves to be cajoled
      by the donors and the International Monetary Fund into accepting the free-market philosophy as the panacea for
      all their economic problems. The free-market doctrine now appears to have become the new orthodoxy in all the
      South Asian countries. Each country is vying with the other both in terms of the speed with which the economy is
      being "liberalized" and also in their effort to attract foreign investors by offering an attractive
      package of incentives. In some of the countries, notably in Bangladesh, economic liberalization is also seen,
      albeit mistakenly, as a necessary condition for ensuring the flow of aid.
    


    
      The attractions of a market economy are understandable. With the collapse of communism in Eastern Europe and the
      former Soviet Union and their conversion to free-market ideology, it is argued that only the free market can
      ensure both economic growth and democracy. In February 1990 Barber Conn able echoed the triumphal return of
      market forces and the primacy of economic growth: "If I have to characterize the past decade, the most
      remarkable thing was the generation of a global consensus that market forces and economic efficiency were the
      best way to achieve the kind of growth which is the best antidote to poverty."25 The central message of those who advocate the
      market economy is simple: an imperfect market is better than an imperfect state. The simplicity of the market
      logic, its internal coherence, and its instinctive appeal to the strong in society have made economic
      liberalization the accepted orthodoxy. All state intervention in economic life in the form of constitutional,
      legal, or administrative regulations must be eliminated so as to free entrepreneurs from
      stifling bureaucratic control. The emphasis is on the primacy of economic growth—only by enlarging the size of
      the gross national product, it is argued, can the governments address the problem of poverty. The free marketeers
      argue that a major constraint on Third World development has been the ineffective allocation of scarce resources:
      If we let the market determine the allocation of resources in the short term, economic development in the long
      term is also ensured. The triumph of free-market ideology and the return to the emphasis on growth as the central
      tenet of development strategy have virtually stymied the debate on development.26 They have intensified pressures on the
      governments of the developing countries to move away from planned development to a market economy. With
      ever-increasing globalization of the economy, the compulsions toward economic liberalization are inescapable, but
      nonetheless it is important to debate the appropriateness of the doctrine for South Asia.27
    


    
      Some of the features of economic liberalization have considerable merit. Even before socialism was buried in
      Eastern Europe, it had become increasingly apparent that state-controlled and centrally planned economies had
      their limits.28 There
      could be no denying that centralized planning was stifled by bureaucratic control and that it was inflexible,
      often unimaginative, and insensitive to the actual needs of the people or to the diversities and particularities
      of different regions. But most important, in many of these states the governments were not sufficiently
      accountable to the people and the economic policies were mainly designed to reflect the interests of the decision
      makers; consequently the main beneficiaries of state-controlled development were those who had access to the
      government or were members of the ruling elite. The state machinery became an instrument in the hands of a small
      ruling oligarchy and its client-supporters for monopolizing the benefits accruing from the state. State
      intervention in the economy therefore came to be discredited not because it had failed to stimulate growth (which
      was only partially true) but because of the inability of the state to distribute equitably the benefits of
      development, which was one of the primary rationales for state-controlled socialist policies. The situation can
      be remedied not by whittling down the government but by empowering the people through the strengthening of the
      civil society so that government becomes more sensitive to the electorate.29 Since 1950 donors have poured vast sums of money into
      economic development projects without adequately considering the effectiveness of the political institutions on
      which the successful implementation of such projects depends. Not surprisingly, even the best-conceived poverty
      alleviation schemes have mainly benefited the better-off groups and those individuals with access to the
      government. Bangladesh alone has been the recipient of over US$20 billion in that many years with little to show
      for it except that the rich have become more affluent and the poor more emaciated.30 It can be argued that if only a
      quarter of that aid had been earmarked for the development of human resources and institution-building, there
      might have been a very different picture.
    


    
      Liberal economic policies might have served the needs of the advanced economies quite well, but applying them
      mechanically and indiscriminately to the developing societies presents different problems.31 The advocates of economic
      liberalization, although decrying the inefficiency of the state, fail to take into account that markets in the
      developing societies are also imperfect—and extremely limited. In countries of South Asia, where a sizable part
      of the population lives below the poverty line and for all practical purposes subsists outside the domain of the
      market, the relevance of the free market is at best limited. Such a market cannot allocate goods and services
      with the same efficiency as it does in the developed countries. In other words, in societies where markets are
      socially ineffective and dominated by the economically and politically powerful, the weakening of the governments
      will leave the vulnerable at the mercy of the strong. There is a distinct danger that in opting for the
      "inefficient market" in place of the "inefficient state," the developing countries may end up
      throwing out the baby with the bathwater. As Michael Lipton pointed out, there is a market-government dilemma in
      which each tries to undermine the other—one encroaches at the cost of the other.32 The solution to the economic problems of the
      Third World is not to unleash the market by emaciating the government but to ensure good governance and
      strengthen the capability of the people so that they can realize their entitlement.33
    


    
      Development in Asia and Africa has clearly shown that unless governments make a special endeavor, the benefits of
      development—access to health, education, sanitation, recreation, jobs, or even to crude patronage of the
      state—are usually monopolized by the elites and seldom reach the poor. Even programs ostensibly designed for the
      poor are usurped by the politically and economically more powerful. This is scarcely surprising, since the
      poorest section of the population is not only economically insecure but also illiterate, lacking in skills, often
      in debt, and politically not well mobilized. The history of developed countries has shown that only when
      governments are popularly elected and dependent upon the vote for remaining in power do they begin to show a
      concern for the voters. The poor also discover strength in their numbers and use their newfound political muscle
      to extract from the elected leaders a commitment to popular welfare. The welfare states of industrial
      societies—capitalist or communist—emerged only when workers and peasants were able to exert their influence on
      the governments either through the ballot or a revolution.
    


    Liberal Democracy and Good Governance


    
      The democratic transformation of South Asia in the aftermath of the Cold War has been breathtaking. Bangladesh,
      Nepal, and Pakistan have installed popularly elected governments; and India and Sri Lanka have shown that despite
      assassinations, political turbulence, and the rise of sectarian militancy, democratic institutions have
      remarkable resilience. The international environment in the post-Cold War world is very conducive to democracy.
      Democracy has emerged as the triumphant ideology and seems to have de facto emerged as one of the criteria by
      which the standing of a state will be reckoned in the new world order. It seems that Western aid and trade will
      in future be increasingly linked to a country's democratic and human rights credentials.
    


    
      Even though democracy is seen to be triumphant, ironically the Western commitment to it in the Third World is
      quite ambivalent. Western support for democracy movements and human rights did much for the overthrow of the
      authoritarian regimes in Eastern Europe and the former Soviet Union; and yet it was those same Western states
      that supported authoritarian rulers in the Third World. Some of the most tyrannical rulers—the shah in Iran,
      Ferdinand Marcos in the Philippines, Zia ul Haq in Pakistan, and Saddam Hussein in Iraq—were allied to the
      Western democracies and received the lion's share of their military and economic largesse. In an almost
      perverse way, some of the Western powers did a great deal to sustain authoritarian regimes and give them a cloak
      of legitimacy. It has been argued that in the changed international environment the ability of authoritarian
      regimes to secure Western support is greatly diminished. This requires some elaboration.
    


    
      Since authoritarian regimes lack popular legitimacy, they seek to compensate for their vulnerability and
      insecurity (domestic and external) through external alliances and assistance. The external
      "props"—economic assistance and military support—become integral to the survival of these regimes.
      Rapid and prestigious development (for which domestic resources are just not available) is crucial to their
      acquiring popular acquiescence, to creating a network of collaborators and clients through the dispensation of
      patronage, to buying off the potential opposition, and to bolstering and securing the loyalty of the armed
      forces. In short, the survival of an unpopular regime often hinges on its ability to ensure the flow of foreign
      economic and military assistance. Authoritarian rulers in the past were particularly successful in obtaining aid.
      A cursory glance reveals that many of the donors had a marked preference for authoritarian regimes—at least in so
      far as this is revealed by the volume of aid that was offered to repressive regimes.34 It is not difficult to explain this odd
      behavior of the donors. Both the United States of America and the USSR, who were by far the largest donors,
      viewed aid as an instrument for furthering global strategic interests and could not be too scrupulous about the democratic credentials of their allies. With the end of the Cold War, the
      strategic significance of South Asia has diminished; and even though Western support for democracy in the Third
      World is as yet inconsistent and opportunistic, there is nevertheless a popular perception in the region that
      authoritarian regimes are no longer in favor with the West.
    


    
      However, a word of caution is in order: The election of a popular government is merely the first step in the
      restoration of democracy and not an end in itself. The evidence from all the countries of South Asia suggests
      that the democratic process is still far from secure. Movements by the people have been instrumental in toppling
      authoritarian regimes and forcing popular elections, but thereafter the masses appear to have been marginalized.
      Despite the transition to democracy, the class composition of the leadership has remained very much the same; and
      indeed, the elites associated with previous regimes are also prominent in the new order. This can be partly
      explained by the fact that in the ultimate analysis the transition to democracy was not the result of a complete
      defeat of the elites who stood behind the previous authoritarian rule. The actual transfer of power was, in fact,
      the result of negotiations between the old and the new elites, in which, although a few heads rolled, the status
      quo essentially prevailed. Although the new leaders have come to power through popular mobilization and the
      electoral process, the leadership is essentially drawn from a narrow group of "ruling" elites, and
      their interests and outlook are not substantially different from those of the people they have replaced. Both
      groups have a stake in preserving the social and economic status quo. And the outgoing elites have not altogether
      lost their ability to interfere in the democratic process in order to protect their interests. In fact, there is
      evidence to suggest that democratic regimes have entered into agreements or implicit understandings that define
      and protect the interests of that group.
    


    
      Much more important, the democratic regimes have done little to give the people a stake in the survival of the
      democratic order. The gap between the ruled and the rulers remains as before: The people's access to the
      government is reduced by the bureaucracy and the security cordon, and popular feedback, the main source of
      information for the elected government, is filtered through the intelligence apparatus. For democracy to survive
      there has to be a continuing partnership between the elected leaders and the electorate so that the electors
      develop a stake in the preservation of their elected government. That still remains a distant goal.
    


    Regional Integration


    
      With the end of the Cold War and the European schism, South Asia, like the rest of the Third World, is faced with
      the ever-increasing prospect of being marginalized in the international economy. In the circumstances regional
      cooperation is no longer just an option but a necessity thrust upon the countries of South
      Asia as a result of global changes. It is obvious, after nearly half a century of independence, that none of
      these countries pursuing development strategies based on aid and trade with the developed world have been
      significantly successful in alleviating poverty; and their export performance has been uniformly sluggish in the
      face of the protectionist policies of their main trading partners in the developed world. The stalemate in the
      North-South dialogue, the worsening terms of trade in international markets, growing dependence on external
      assistance, and the mounting debt have turned the vision of the New International Economic Order into an
      illusion.
    


    
      The potential for regional cooperation in the changed international and regional environment is considerable. It
      is perhaps the only viable alternative to South Asia's dependence on the developed world as both a market for
      its agricultural products and the source of its manufactured goods and technology. But breaking away from old
      habits of mutual antagonism and hostility will not be easy. Translating the hope of regional cooperation into a
      meaningful reality will require a fundamental restructuring of the economy based on mutual advantages for all the
      countries.35 And the
      move toward economic integration will invariably provoke a backlash from each nation's bourgeoisie. Because
      of the excessively narrow support bases of most former regimes in the region, it is surprising that governments
      have failed to muster the political will to challenge the elite. In other words, regional cooperation, like
      economic development, is dependent upon a democratic revolution that will strengthen the entitlement of the
      people. Here the indications are hopeful. The ability of the elites to continue resisting regional economic and
      political cooperation will be greatly weakened as the countries of the South become even more marginalized in the
      new global order. Moreover, with the establishment of democratic institutions and the consequent empowerment of
      the people, the stranglehold of the elites is likely to be reduced. Contrary to the widespread gloom, the drying
      up of foreign assistance may have some beneficial impact: It will call for greater self-reliance, increased
      husbandry of domestic resources, and South-South cooperation; it will compel self-reliance and encourage popular
      participation; and, most important, determined efforts will have to be made toward regional cooperation to
      compensate for the loss of markets in the developed world.
    


    Conclusion: A New Era of Regional Cooperation


    
      The prospect of external powers extricating themselves from South Asia following their detente has opened up new
      opportunities for improved relations between India and Pakistan and in the region generally.
      However, because regional conflicts have their own dynamics, the suspicions and hatred built up over the years
      will not disappear instantaneously. Nevertheless, the prospects for peace in the subcontinent appear to be better
      than at any time before. Not only have both the principal regional protagonists recognized the inefficacy and
      limitations of their external backers but also important changes are taking place both domestically and in the
      region that appear conducive to a political rapprochement.
    


    
      The developments in Europe will also have important repercussions for South Asia. The collapse of authoritarian
      regimes in Eastern Europe and their gradual incorporation into the capitalist economy and the creation of an
      integrated market in Europe have altered the pattern of international economic linkages and trading patterns,
      which will inevitably have their resonances in South Asia. These changes have brought both fresh challenges and
      opportunities for the region. In the short term the different countries of the region will have to cope with
      declining amounts of foreign assistance and the prospect of a slowdown in economic growth. India will have the
      additional problem of finding a substitute for its privileged trading links with Eastern Europe in the face of
      competition from Western manufacturers. In the long term, however, the countries of the region will have to learn
      to mobilize their own resources for development. The transition is bound to be painful but will reduce external
      dependence and may help foster greater popular accountability and democratization of the regimes. But most
      important, as the region is left to its own devices, the countries will be compelled to develop closer links
      within the region.
    


    
      The compulsions toward South Asian regional cooperation cannot be ignored. However, meaningful regional
      cooperation will require a fundamental restructuring of the economy based on mutual advantage for all the
      countries. Enormous possibilities exist for economic cooperation through structural adjustments, but such a
      policy will not be easy to adopt because it is bound to be resisted by the national elites of all countries.
      Overcoming such resistance will require enormous political will, but given the narrow support base of most
      regimes in the region, none of the governments are likely to muster the will until the governments become more
      responsive to popular opinion. The transition to democracy in Pakistan, Bangladesh, and Nepal is a promising
      start.
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      Dramatic changes have taken place with the collapse of the communist system in Eastern Europe and the
      disintegration of the Soviet Union. And change continues; the "world order" is still on the road toward
      restructuring.
    


    
      The old world was characterized by a pattern of integration-division-exclusion. Integration, or globalization,
      has been reflected mainly in rapid increases of international trade and investment, which have made the national
      economies more and more interrelated and interdependent. In other fields, such as security and the environment,
      globalization was also increasingly significant. Nevertheless, the world was a highly divided one. The inequality
      between North and South made the world economy and world market highly asymmetric, and the confrontation between
      West and East provided for the structure of "cold war." The feature of exclusion is striking. For
      example, during 1980-1990, the shares of the 102 poorest countries in the world's exports declined from 7.9
      percent to 1.4 percent while the shares of the core regions, North America, Western Europe, and Japan, increased
      from 54.8 percent to 64 percent. The former Soviet Union and Eastern Europe were also almost excluded from the
      major part of the world economy and the world market. Their share of exports and imports in world trade never
      exceeded 10 percent.1
    


    
      With the end of the Cold War the confrontational division between East and West is no longer there, and in that
      sense the world is more united. The transformation of the Eastern bloc toward a market economy has marked the end
      of the history of two "parallel economies." Obviously, the economic and political consequences of
      change are significant. However, this does not mean that a new order, substantially different from the old one,
      will be swiftly established. We are in the midst of a transition. Many of the basic features of the old order may
      continue to exist for a long time. It is too early and also too difficult to draw a clear picture of a new order.
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        China
      

    


    
      The reform and open-door policies of China are not the result of the end of the Cold War per se, since they began
      in the late 1970s. Significant changes have taken place not only in China's economic, political, and social
      structures but also in its position and role in the region and in the world. China is in a process of transition
      toward a market economy, modernization, and internationalization. Great challenges have to be dealt with both in
      its domestic development and its international relations.
    


    
      "The end of geography" (see Chapter 7) due
      to the end of the Cold War has placed China in a unique position in world politics as a modernizing socialist
      power. With increasing participation in the world market, China has become more and more dependent on the world
      economy. As a large country with rapid growth, China finds it vitally important to pursue a pragmatic policy in
      both the region and the world. Furthermore, in a wave of drastic changes, pressures of disorder and even chaos
      may increase. China has to walk a tightrope, carefully balancing stability, transformation, and development.
    


    Changes in the World


    
      The world has witnessed dramatic changes since the late 1980s. Many, if not all, are the results of the ending of
      the Cold War. The consequences of these changes are not uniform. Some see them leading to the "end of
      history," that is, the collapse of communist systems and the total triumph of capitalism.2 Others argue that the world is in
      a state of disorder with increasing instability and polarity between the rich and the poor. But the fundamental
      question is, What are the consequences of the changes, and how can we deal with the new problems?
    


    The End of Confrontation


    
      With the collapse of the communist system in Eastern Europe and the disintegration of the Soviet Union, the
      confrontation of two power blocs ended, and the security of the world is no longer tied to the relationship
      between them. However, the new situation and the new relationships of the post-Cold War era are far from clear.
      The dramatic restructuring of the international system is still under way. The redistribution of power is one of
      the most striking phenomena. World politics and relations still continue to be shaped by one superpower heading a
      small group of leading powers. The United States wants to play the leading role of superpower and hopes the world
      will accept an American hegemony.3 But the United States is no longer a superpower. It lacks the economic
      strength to run the post-Cold War world. The European Community, as a highly integrated body, wishes to play a
      more independent and stronger role in international affairs and a major role in European affairs. Yet it is
      currently much constrained by its own difficulties and the regional unrest in Europe. Japan, with its
      significantly increased economic power, does not want to be a political dwarf and demands a share of power in a
      tripolar world. But it is still constrained by its constitution, internal opposition, and mistrust of the
      international community. Against this background, is it realistic to envisage a tripolar structure with a high
      capacity for world leadership and, if yes, will the world accept this new "super leadership" (new
      order)?
    


    
      It must be remembered that with the overlay of confrontation between two superpowers lifted,
      "the regional powers have far greater latitude to pursue their own policy."4 The increase in conflict caused by competition
      for regional supremacy, the division of the new nation-states, and the reshaping of the major powers against a
      background of ethnic and religious strife are the most serious threats to the stability and order of the
      post-Cold War world. It is a world neither controlled by the United States nor by the tripolar powers. Of the
      many kinds of new conflicts in the post-Cold War era, the most dangerous are those between the new minipowers,
      often involving ethnic, religious, and nationalist antagonism as well as the proliferation of nuclear technology.
      The major concern is the danger in conflicts expanding from the internal to the regional or international level.
      Existing regional or international organizations are at a loss about what to do. It is true that the role of the
      United Nations has been strengthened in intervening and handling domestic as well as regional conflicts. One may
      find UN involvement in almost every corner of the world nowadays. However, its role in solving internal wars or
      regional conflicts is rather restricted and limited because of its lack of military and financial resources. In
      the case of large action, direct participation and organization of the big powers remain necessary. This is made
      difficult by the existence of different or even antagonistic interests among the leading core countries. In other
      words, the end of the Cold War has changed the formation of the power structure but not the essence of continued
      dominance of the big powers in international affairs.
    


    The Transition to Democracy and a Market Economy


    
      The collapse of the communist systems in Eastern Europe and the Soviet Union, and their subsequent transformation
      toward capitalist market systems, appears to have made democracy and the market system the winner of the great
      contest between East and West. Yet this has not brought about stability and prosperity for the countries
      concerned. In the former Eastern bloc, the transition has caused all kinds of crisis and instability:
    


    
      1. Economic crisis has created a serious threat to stability. The economies have experienced sharp decline, which
      has resulted in continuous worsening of the living standard of the people. The problem is that there seems to be
      no sign of quick improvement of the situation. The economic, social, and welfare costs of the transformation are
      thus extraordinarily high.
    


    
      2. Political conflicts among different interest groups struggling for power have created disorder and the risk of
      chaos. For example, the confrontation between the Russian parliament and president is obviously a negative factor
      increasing the difficulties of the transition. In other states, the political struggles sometimes even lead to
      internal wars.
    


    
      3. The most serious threats are regional conflicts and wars. The war in the area of former Yugoslavia and
      military clashes in the former Soviet Union have ended the "tranquility" of Europe,
      lasting for more than 40 years after World War II, It seems that Europe has had a peaceful revolution, but hardly
      a peaceful transition. The danger is that existing European organizations are not effective enough to handle the
      problems. People now worry about "the return of history" (to a situation comparable to
      nineteenth-century Europe) following the "end of history." In other areas, such as the Middle East and
      Africa, the conflicts or wars not only continue but also escalate.
    


    
      Moreover, it is not clear that this transformation will necessarily lead to a stable democracy or a prosperous
      market economy. In Russia, present instability continues to be a threat, and future prospects give cause for
      alarm. As Andrei Kozyrev, minister of foreign affairs, warned, "History has witnessed many times how the
      domestic problems of Russia made that state a dangerous and unpredictable participant in international
      affairs."5 It seems
      too early to say whether Russia will emerge a partner or an adversary to the Western world. The transition of the
      other countries in the former Soviet Union are even more complex and unpredictable.
    


    The Integration of the World Economy: Uneven
    Globalization


    
      The world economy witnessed a fast progress of integration after World War II. The major elements of the
      integration are trade, direct investment, and other capital flows. The integration of the world economy is
      characterized by two striking features: First, it has mainly taken place among the developed countries, typically
      among the triad (United States of America-EC Japan); second, it has mainly been undertaken by transnational
      corporations (TNCs). For example, in 1990, the triad countries share around a total of 65 percent of world export
      and import, out of which 70 percent is conducted among themselves, mainly by TNCs. The developing countries and
      the former Eastern bloc countries are largely excluded.
    


    
      Yet from a global point of view, the world economy has become more integrated in the sense that the East European
      countries and Russia as well as the other countries of the former Soviet Union have discarded the planning
      system, rejected their inward-looking economic strategies, and become members of the international economic and
      financial community (IMF, World Bank, GATT). Against this background, it should be easier for the international
      community to take effective steps to coordinate and adjust global development. Therefore, the trend of economic
      integration is likely to be further strengthened. Nevertheless, the nature and structure of international
      organizations have not changed very much with the participation of new groups of countries. It is still the
      "rich club" headed by the major powers that plays the major role in intervening and coordinating
      economic and financial policies.
    


    
      Seen from the logic of power and economic wealth, the economic held has not changed much. The old structure
      continues to dominate. The division of the world between rich and poor remains a striking
      feature of the world economic system (see Chapter 2).6 Trade, financial, economic,
      social, and technological indicators confirm the deepening of integration among the developed countries on the
      one hand and an increasingly impoverished and slowly growing Third World on the other. Here the parts are less
      and less integrated, moving to isolation and exclusion from the other parts of the world, as well as from each
      other.
    


    
      The developing countries have not received any peace dividend from the end of the Cold War. Internal conflicts
      and wars have even worsened in some countries following the release of previously repressed contradictions, which
      in turn have made the economic situation deteriorate even more. It seems the gap between rich and poor will
      continue to grow, since more and more resources and wealth flow to the North; the North itself is increasingly
      shifting its attention away from the developing countries toward Russia and Eastern Europe. Moreover, the end of
      the Cold War does not touch the uneven structure of the international division of labor, in which the poor
      countries have a very unfavorable position.
    


    
      The developing countries themselves are increasingly differentiated in economic terms. A few of the successful
      exporters among the NICs are close to the income level of the developed countries. But at the same time, quite a
      few have fallen behind and continue to plunge deeper into poverty. The restructuring of political forces within a
      country or a region has often contributed to the deterioration.
    


    
      There are other problems than those relating to economic equity, A general global maldevelopment associated with
      misuse of natural and human made resources and the corresponding increase in ecological and environmental
      problems are also of utmost importance. The end of the Cold War itself does not appear to have improved the
      prospects for successfully dealing with these issues.
    


    The Process of Regionalization


    
      Together with integration, regionalization is an outstanding feature of the world economy. The regional economic
      integration pioneered by the European Community (EC) has been followed with increasing interest worldwide. By
      setting up a regional economic community, or zone, the EC is not only aiming at increasing regional cooperation
      but also at confronting competition with outside rivals. For a growing number of countries, regional integration
      and cooperation appears to be an increasingly necessary strategic choice in order to survive and develop. In
      addition to the EC, several regional economic organizations have been set up. However, most of them are still in
      an initial stage. The lower level of integration concerns establishing a customs union or an internal free-trade
      zone; the higher level involves building an internal market with free flows of capital, personnel, goods, and
      services. The North American Free Trade Agreement (NAFTA) is an example of low-level
      integration with the participation of the United States, Canada, and Mexico. The EC's European Single Market
      is high-level integration.
    


    
      Regional economic organizations have to give priority to the interests of their members; in that sense regional
      blocs are by definition protectionist and exclusivist. Nevertheless, the integration of the world economy at
      large may be intensified on the basis of regional integration to the extent that regional groups are organized as
      open systems.7
    


    
      Yet regionalization is no panacea. First, regional cooperation or integration is often built on a very weak base
      due to internal contradictions in economic interests, other disagreements, or worsening economic conditions or
      crises (sometimes also political disputes). One can see how the economic crises of the EC are now damaging the
      process of its integration. As a result of the economic crisis, not only the Maastricht Treaty but also the
      European Single Market have been negatively affected. Second, in a world of integration or exclusion, resources
      will continue to flow to the "rich clubs" and thus the conditions of the "poor clubs" may not
      improve very much. Further marginalization may even be in the cards.
    


    
      A call to build a New International Economic Order was heard as early as the 1970s. But almost nothing has
      happened in this respect. The world system, especially a post-Cold War world system, ought to reflect not only
      the interests and requirements of the big powers but also the interests of the majority of developing countries,
      especially the least-developed ones. Moreover, without further economic development of the majority of developing
      countries, the growth of the world economy will be restricted or even disrupted.
    


    China in Transition


    
      China's reform and open-door policy started long before the end of the Cold War. The reform is a radical
      break with earlier policies. Great achievements have been made since 1978, when the reform started. From 1978 to
      1990, the average economic growth rate was in double digits, and GNP quadrupled.8 In 1991, 1992, and 1993 the economy continued
      to grow even faster than in the 1980s. Yet it is not the mere figures that are most important but the changes in
      the structure and institutions of the entire system.
    


    Transition to a Market Economy


    
      The reform started with the family contract system in the rural areas, from where it expanded to other regions.
      The core of the reform is to move the basic economic mechanism away from central planning toward a market
      economy. Dramatic changes can be seen in three dimensions. The first is the structure of the economy. State-owned
      enterprises now coexist with collectively and privately owned companies, with a majority of
      nonstate-owned units. For example, 55 percent of industries are now owned by collectives or private entities
      (both are known as township industries). The remaining state-owned industries will have to change according to
      the requirements of market competition. At the same time, the private shareholding system is going to expand
      further.
    


    
      The second dimension is the role of the state, which has moved away from direct control toward indirect
      management. Most state central planning of production has been given up. Now more than 90 percent of production
      and retail are not under state command and the prices have been liberalized. Government intervention has shifted
      toward conventional monetary and financial macroeconomic measures, that is, long-term monetary policy, financial
      policy, and so on.
    


    
      Third, rural society is moving toward industrialization through the fast development of township industries. More
      than one-third of the national income now comes from township industries, and around 120 million workers are
      employed by them, more workers than employed by state-owned industries.9
    


    
      The greatest achievement of China is that drastic reform has been accompanied by extremely rapid economic growth,
      and the average living standard of 1.2 billion people has significantly improved. The reforms must be considered
      irreversible now; they have gained their own internal momentum and can no longer be stopped politically.
    


    From Closed-Door to Open-Door


    
      One of the most significant changes in China is its fast opening up to the outside world. The open-door policy
      has closely interlinked the Chinese economy with the world market. Between 1978 and 1990, the total value of
      exports and imports increased from $20.6 billion to $115.4 billion, an average growth rate per year of more than
      15 percent. In southern China, a large number of manufacturing industries are highly export led.10 Foreign direct investment (FDI)
      in the Chinese economy has increased quickly. By the end of 1992, the total value of effectuated or agreed upon
      FDI was $108.9 billion. FDI plays an important role in export-led industries, in particular in the special
      economic zones and the coastal areas.11 In 1991, China became the largest recipient of capital inflows in Asia,
      and the second largest (after Mexico) among all developing countries.12 Following this opening toward the outside, the structure and
      working of the Chinese economy has changed dramatically. The institutions, mechanisms, and policies of the
      Chinese economy increasingly conform to world market economic standards. Chinese growth is now highly dependent
      on the world market, since foreign trade amounts to more than one-third of GNP. The process of integration has
      created interdependencies between the Chinese economy and the outside world through the
      linkages of international trade and financial markets. With China's huge population, fast economic
      development, and increasing income level, the significance and influence of its economy in the world market can
      hardly be overestimated.
    


    
      China is a latecomer in the world market, but it has become a successful player very quickly. Some argue that
      China will become a superpower by the early 20005, second only to the United States.13 Although this is probably an exaggeration, it
      is true that economic interests are a major factor in shaping China's relations with other countries and its
      policies in international affairs.
    


    A New Position and Role in the World?


    
      The collapse of the Soviet Union meant a serious challenge to China, since it left very few countries, actually
      only one big country, insisting on the leadership of the Communist Party. It was argued that China's position
      in world politics would decline because the "China card" could no longer be played. Nevertheless, the
      changes imply opportunities. No longer having to maneuver inside the narrow space of superpower confrontation,
      China may have more options in handling international relations. As a big country with increasing influence
      through its reform and open-door policy, China can play a more important role not only in the region but also in
      the world.
    


    
      For a long time after World War II, China focused its foreign policy on its own security through targeting both
      of the superpowers. However, this strategy did not work well. China started to change its theory and strategy of
      foreign policy from the early 1980s. A more positive, pragmatic, and flexible policy was adopted following the
      end of the Cold War.
    


    
      China argues that the major concern after the Cold War should be peace and development. This is because China
      needs a peaceful international environment to support its open-door and modernization policies. China does not
      endorse the existing structure of the world economy and politics, but it does not want to isolate itself.
      Therefore, China has operated pragmatically due to its priority interest in upholding a stable world order. In
      the UN Security Council, China has taken a flexible and cooperative approach. China understands that it can play
      an active role only through participation and cooperation in international affairs. For its immediate and
      long-term interests, China will have to manage to improve relations with the developed countries, especially with
      the big powers, because its modernization program relies heavily on their capital, technology, and markets. China
      might be more and more willing to participate in a central coalition of big powers in keeping international
      order. However, it will surely not share all views of the other powers. China does not belong to the West. It has
      its own culture and civilization. Clashes may be expected on issues such as democracy and human
      rights.14
    


    
      From an ideological point of view, China has become isolated. Yet its open-door policy,
      causing increasing integration, has brought it closer to the outside world. Obviously, the existing world
      economic structure, or order, set up after World War II is outdated and unjust. Uneven globalization has adverse
      effects mostly in the developing countries. But China does not want to launch a movement to disrupt these trends
      even though in principle it supports the idea of a new economic world order: Above all China supports stability
      and peace. China's top priority appears to be active participation in and use of the existing market and
      division of labor for the benefit of its own development and modernization. Of course, China belongs to the
      developing world and shares many interests with the developing countries; but it can no longer represent the
      interests of the developing countries, since they are rather diversified. At the same time, China has become a
      strong competitor facing the other developing countries in an increasing number of areas of the world market.
      Many of the developing countries will have to painfully confront China's economic challenge in the near
      future.
    


    Emphasizing the Regional Focus


    
      China is an Asian country. Pacific Asia, where China is situated, has gone through a number of positive changes
      since the ending of the Cold War. First, wars and conflicts have been substantially reduced or put to an end. The
      normalization of Sino-Soviet (now mainly Sino-Russian) relations, the settlement of the internal war in Cambodia,
      the mitigation of the situation in the Korean Peninsula, and the improvement of Sino-Vietnamese relations all
      mean that the region is transforming toward more peace and stability. Second, economic development has
      accelerated, making Pacific Asia one of the most dynamic regions in the world. The optimistic view argues that
      the next century will be a Pacific Asian era due to the region's extraordinary economic dynamics. Third,
      regional cooperation and coordination have developed new strength in both economic and political fields through
      interregional organizations, such as APEC (Asia Pacific Economic Cooperation).
    


    
      At the same time, Pacific Asia contains a variety of political systems and economic models, as well as a diverse
      pattern of alliances. It is by no means a peaceful oasis. Historically, there have been a number of territorial
      as well as ethnic conflicts. In a sense, the stability of the region is largely dependent on its relations to the
      big powers. Fortunately, these relations are no longer shaped by the confrontation between two superpowers. On
      the top level, there is a quadrilateral structure, that is, China-United States of America-Japan-Russia, among
      which the triangle of the former three is considered to be vitally important.15 At the sublevel, relations between the United
      States and Japan, between the United States and Russia, between China and the United States, as well as between
      China and Japan, are of a different nature. The United States and Japan are political allies, the Sino-Japanese
      relationship has changed from hostility toward friendship, and relations between the United
      States and China are troublesome but not antagonistic any more.
    


    
      Thus, a higher degree of coordination or even cooperative relations appears to he possible. China is neither a
      close partner nor an enemy of the other three. It will carefully manage its relations with them, for example, by
      strengthening cooperation with Japan without compromising its relationship with the United States.
    


    
      From China's perspective, relations with the neighboring countries are extremely important. For a long time,
      relations between China and its neighboring countries were troubled, but they have greatly improved in recent
      years. Since the late 1980s they have benefited from China's new "good neighbor policy." From North
      to South, and from East to West, for the first time in a long period it seems that China may feel released from
      the threat and encirclement by its neighbors.
    


    
      In a process of redistributing the balance of power in the region following the end of the Cold War, China is one
      of the most important actors. China has the geographical advantage of being the largest country in the region in
      terms of territory and population. Economically, although China is still a developing country, its potentials and
      fast development are increasingly recognized. Politically, as a permanent member of the Security Council of the
      United Nations, China has a special influence. Furthermore, China also enjoys a cultural advantage, since Chinese
      culture, known as Confucianism, has a strong impact on not only ideology and politics but also the economies of
      the other countries. In sum, without China's participation almost no important action can be taken now
      concerning regional affairs; China's position is often decisive. Yet although China is a strong regional
      power, it is not yet a world power and should not attempt to play the role of a superpower in regional affairs.
    


    
      The following principles ought to be central for China in dealing with relations with the countries in the
      region:
    


    
      1. China should continue to improve economic relations with the neighboring countries. It is a healthy strategy
      to develop "open-border zones" with the neighboring countries or regions. China has shown strong
      interest in opening its border areas, in setting up "special border development zones" with its
      neighboring countries or regions. In the Northeast, a zone (known as the Tu Men River Development Zone) is
      starting to develop with Russia, North and South Korea, and Japan. In the Southeast, there is a vast zone with
      Taiwan-Hong Kong-Macao as the nucleus, but there is also close economic cooperation with the ASEAN countries. In
      the South and Southwest, a zone including Vietnam, Thailand, Pakistan, and India is now being established. In the
      Northwest, a development zone including the Central Asian countries of the former Soviet Union can now be found
      in its embryonic form. It is of course not just China's aspiration to develop these border zones. The neighboring countries and regions have shown increasing interest and have participated
      actively. However, this kind of open economic strategy will integrate China (like a real "middle
      kingdom") into a vast region, linking it not only to directly neighboring countries but also to a number of
      others. In economic terms, this is a huge market with vast resources, and politically, integration will help
      create a peaceful and stable area. However, uneven development in and between the zones is a source of
      instability, and there is the danger that in the absence of central control, China will be divided into regions
      dominated by local interests.
    


    
      It remains difficult to foresee Pacific Asia as a highly integrated body, but some institutional cooperation can
      be developed further. China may use its advantage in the ethno-Chinese economic network in the region to develop
      its economic relations and cooperation with the other countries, but certainly it does not want to create a
      separate Chinese bloc or a "great Chinese community." China now is an active member of APEC. As a first
      step, some interregional trade arrangements may be agreed upon, and then, as a second step, a general trade
      agreement would be possible. If it is too difficult to make an agreement through APEC, then it would be necessary
      to promote an agreement in a smaller area, for example, in East Asia. These prospects depend in particular on the
      attitudes and policies of China and Japan. China's attitude is, however, changing from inactive toward
      constructive engagement.
    


    
      2. China should promote political as well as military coordination and cooperation. Political and military
      relations are more complex than economic ones. It is important to set up an interregional coordination mechanism
      for solving disputes, reducing tensions, and controlling the buildup of armaments. So far, China has given
      special attention to improving bilateral relations with countries in the region. But it begins to pay more and
      more attention to multilateral arrangements. The principle of laying aside the issue of sovereignty, cooperating
      in development, and making use of resources proposed by the Chinese government is meant to ease tensions and to
      set up bilateral and multilateral mechanisms for coordination and cooperation in the region. The South China Sea
      is considered to be an area of potential conflicts, since there are territorial disputes concerning the Nansha
      Islands (also known as the Spratley Islands). Some worry that violent conflict might break out if China adopts a
      power-oriented policy. However, it is highly unlikely that China will risk disturbing the balance of power to the
      brink of going to war with other countries, possibly with the involvement of other big powers, because this would
      put the ambitious modernization program in jeopardy.
    


    
      A number of observers have taken a skeptical attitude toward China's future behavior and role, since it is
      still undergoing a process of transformation that might be long and unstable. Given the
      thrust of modernization in China, however, China will most likely play a positive rather than a negative role in
      regional development.
    


    Conclusion: China in a Changing World Order


    
      There is great vigor and dynamism in current development in China. But there are also a number of challenges.
      Even if evolutionary reforms have proceeded smoothly so far, a number of structural problems stand in the way of
      further development. The old planning system has been discarded, but a new system of economic macromanagement for
      a market economy is not yet fully in place. For example, there is no strong and independent central banking
      system, and the commercial banking system is far from perfect. Reform of the state-owned industries is still
      rather slow and difficult even though more than one-third of them continue to lose money; the problem is not one
      merely of efficiency but also of employment and social stability. The impetus that has come from removing
      features of the old system will not continue. An institutional macrostructure compatible with the market economy
      is urgently required. Economic development will not maintain steam for long in a half-baked system. In addition,
      fast growth itself has caused additional imbalances. There are built-in impediments such as bottlenecks of
      infrastructure and resources.
    


    
      At the same time, the economic problems are related to the political system. It is increasingly recognized that
      without a corresponding political reform, many problems cannot be solved quickly and thoroughly. The economic
      reform itself, with the structural changes and emergence of new forces and interests, has created internal
      pressure for political changes. However, any drastic move toward deep-going political reform will probably cause
      a chain reaction of disorder and chaos. China has to strike a balance between dynamic development and stability.
      In the near future, an evolutionary path involving a state that is strong in terms of both economic intervention
      and political control may be a realistic and pragmatic choice. Such a path would lead, in effect, to a socialist
      market economy—an East Asian model with Chinese features!
    


    
      The emergence of Chinese power together with the end of the Cold War has caused apprehension among other
      countries in Pacific Asia, especially in East Asia. China is increasingly looked upon as a superpower that will
      naturally expand and strengthen its regional influence and power. In economic terms, China is now a strong
      competitor, expanding its market shares and hosting large amounts of foreign investment. The fact that millions
      of Chinese live in other countries in the region increases anxieties concerning the creation
      of an "invisible Chinese kingdom." China must take such fears seriously and avoid power-oriented
      policies, which will only create tensions in the region and eventually hurt China's interests in development
      and modernization. Therefore, China will have to resist the temptation to fill the regional vacuum left by the
      end of the Cold War.16
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    Russia: Between Peace and Conflict
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      Years after the destruction of the Soviet Union, its effective heir, Russia, is still trying to find its place in
      the world economy and international relations. All quantitative parameters considered, Russia is a highly
      industrialized country with enormous potential for development in terms of both resources and existing
      infrastructure and has an educated urban population. However, Russia has been cut off from the global economy and
      the international financial system. It has to build its democratic institutions from scratch while at the same
      time dismantling and transforming the institutions it inherited from the authoritarian past.
    


    
      Most of the other regions of the world began to grapple with the various challenges of global interdependence
      before the end of the Cold War: In Western Europe and in the United States, the state, civil society, and groups
      from the intellectual elites have been experimenting and searching for new solutions for a long time. Russia is
      unique. The country owes its existence to the yearning of some of the Soviets to join the political and economic
      mainstream of the "civilized world." This yearning more than anything else brought about an end of the
      Soviet Empire and the Cold War. Yet Russia, the eager convert to the "new world," was completely
      unprepared for the new realities. Its political and intellectual resources had been much too concentrated on
      reforming (or dismantling) the communist regime. The people who were catapulted to power in August 1991 were as
      overwhelmed as the Bolshevik leaders were in October 1917. In Russia, therefore, the building of state
      structures, emergence of societal institutions, proliferation of market relations, and exposure to all the
      effects of global interdependence are happening simultaneously and in extremely intense ways. The country is like
      the "sleeper" of the oxygen bubble who suddenly, after several decades, woke up and broke out into the
      street. Russia might survive, but at what cost to itself and to others?
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      The following issues are discussed in this chapter: (1) Russia's responses to security challenges and
      multiplying conflicts at its boundaries; (2) the impact of the exposure to the world market economy and trade on
      Russia's economy and welfare; (3) the dynamics of domestic politics and perspectives for society and the
      state.
    


    
      From the viewpoint of international relations, Russia ceased to be the focus with the
      collapse of the bipolar structures of the Cold War. But the Russian perspective raises new interesting issues for
      international relations theorists. Russia, and some other successor states of the Soviet Union (Ukraine in
      particular), are tottering on the verge of the so-called zone of conflict, as full-fledged civil wars in
      Tajikistan and Georgia and the October 1993 violence in Moscow demonstrate.1 In world economic terms, Russia may join the countries in
      the semiperiphery. By virtue of its size and geopolitical importance, Russia is bound to influence the future
      configuration and the character of international relations: If Russia preserves its unity, it will be an
      important pillar of peace; if Russia slips, many other parts of Eurasia will be affected.
    


    Domestic and International Order: Which Place for Russia?


    
      The Soviet Union played the role of the scarecrow, the bête noir, in the old global order during the Cold War.
      The unseemly manifestations of the Soviet Utopia contributed to political tolerance, multiculturalism, and
      economic integration in the West. As Samuel Huntington once noted, in many ways there was only one superpower,
      the United States, at the hub of that order. But in one sense the Soviet presence was a big bonus to world peace.
      From the nuclear deadlock between the Soviet Union and the United States emerged the tradition of cautious, more
      or less rational behavior of adversaries in international conflicts.
    


    
      The Soviet elites, dealing with the problems of security and international affairs, were the product of these
      circumstances. They felt humiliated by the illegitimacy of the Soviet regime and, at the same time, grew
      accustomed to informal, tacit cooperation with the West. That converted some of them, in Gorbachev times, into
      ardent Westernizers. At the time of their conversion they absorbed much of the modern jargon of interdependence
      and the "global village." Soviet "new thinkers" under Gorbachev tried to adapt the ossified
      communist ideology to these visions of the twenty-first century and almost inadvertently tripped over the
      threshold to radical changes that made disintegration of the old Soviet system inevitable.
    


    
      Many in Boris Yeltsin's administration actively attempt to distance themselves from the new thinkers of the
      Gorbachev administration. But in reality the Yeltsin foreign policy elite and the former policymakers of the
      Gorbachev team are two sides of the same coin; even some of the players remain the same.2 But their thinking has changed perceptibly. In
      place of Gorbachevian grandstanding and globalist pretensions based on the "new political thinking" came a more pragmatic and modest mentality, more "realist" in the traditional
      sense of the word.
    


    
      To a large extent this change is a reflection of new geopolitical realities. Moscow is no longer the capital of
      the Soviet Union but the clearinghouse of weak and struggling Russia. On the map, the country resembles more the
      "appanage Rus" of the fifteenth century than the tsarist empire of the nineteenth. Russia is without a
      strong center and well-established natural boundaries and has almost no outlets to the sea. The state structure
      is in crisis: Russia is a quilt of 88 "subjects of federation," of which 22 in early 1993 proclaimed
      their sovereignty. Therefore, the country may, as Bogdan Szajkowski put it, "disintegrate into
      Bantustans."3
      Russia's traditional security problems with its borderlands are formidable: It faces a huge power vacuum on
      its southern borders. And for the first time since the first half of the eighteenth century there are signs of
      Islamic and Turkish ascendancy to the south and the east. Ethnically, it is still far from homogeneous, with 19
      million non-Russians out of a 149 million population. At the same time 26 million ethnic Russians live on the
      territories of other successor states—the biggest diaspora in the world after the Chinese.
    


    
      It is significant that Russia as a country has become less European and more Asian. A brief look at a world map
      shows that European Russia is a truncated appendix to the huge Asiatic chunk of land, spanning across many time
      zones to the Pacific. Most of the old "warm" ports connecting Russia with Europe now belong to the
      Baltic states and Ukraine, states not necessarily friendly to Russia or sympathetic to her commercial and
      geostrategic needs.
    


    
      Siberia and the area between the Volga and the Urals dominate the country's economy, and (due to
      Yeltsin's origins) Russian government. It would not be an exaggeration to say that Russia's political
      center of gravity has shifted to somewhere between Kazan and Novosibirsk. The potential implications of this
      shift look even greater if one recalls that since Peter the Great this center of gravity has resided, some argued
      artificially, in St. Petersburg, the "window to Europe."
    


    
      These shifts increase the problems for Russia's self-definition and legitimacy as a state. The Russian elites
      cast off the old Soviet legitimacy as a spent force. Unlike the leaders in other successor states, they could not
      build a new kind of legitimacy based on the ideas of "antiempire" and nation-state, or even (as the
      Baits did) on the sense of belonging to European civilization. What is left is the century-old debate between the
      Westernizers (At lanticists), who argue that Russia's future and security lies in its integration with the
      West, and the Eurasians, who point to Russia's special location, history, and interests as excluding a
      one-sided Western orientation. This discrepancy reveals itself in the comparison of two official documents: the
      foreign policy doctrine, announced by the Russian foreign ministry, and the outlines of a
      new military doctrine, drawn up by the Russian General Staff. The first puts a premium on a diplomatic alliance
      with Western countries on the basis of "common values." The second stresses the primacy of geostrategic
      "spheres of influence" for Russia, covering the Baltics, Eastern Europe, "all Commonwealth states
      (CIS)," and the Near, Middle, and Far East.4 The Eurasians seem to be gaining ground, as the Russian military is
      increasingly seen as the only guarantor of Russia's territorial integrity and the security of 26 million
      Russians living in other successor states. Russian troops became engaged in fighting Muslim forces in Ossetia and
      Tajikistan and, as mercenaries, in Armenia. The borders of Tajikistan with Afghanistan are considered by some as
      "the forward bastion of Russia."5 The most Westernized representatives of the Russian elites were
      propagating a sort of Monroe Doctrine for Russia, that is, the right to intervene in the name of "human and
      minority rights throughout the entire territory of the former USSR."6
    


    
      Some observers worry that Russia might become a revanchist state. Indeed, Russia in 1994, from the viewpoint of
      history and realist theory, falls into the same category of a loser nation as Germany did in 1919-1933, with the
      same disastrous consequences. This Weimar scenario is supplemented by one where Russia might become "a sick
      person of Eurasia": a disintegrating country supported by other great powers for the sake of world stability
      but eventually bound to collapse in the sea of ethnic and religious strife, like Turkey and Yugoslavia did in the
      past.
    


    
      Is Russia doomed to take the irredentist road and to repeat its historic swing from "the time of
      troubles" (a state of virtual disintegration in the early seventeenth century) back to the land empire? Or
      will it disintegrate into one of the largest zones of conflict by the end of this century? In what way do
      long-term global trends affect the chances of these dismal scenarios?
    


    
      It is far from clear how the current structure of international relations, based on the unipolar domination of
      the United States and economic integration among all capitalist power centers, might affect Russia's future.
      The democratic, liberal nature of the "core" exercises a positive influence on the orientation of the
      country's elites and their experiments in political and economic fields. The United States, preoccupied with
      nuclear proliferation, is interested in Russia's territorial integrity and even can go along with the use of
      Russian "peacekeeping" troops in troubled areas such as Georgia.7 But this influence might one day be challenged by a backlash
      against the West when Russian dinosaur industries fail to adapt to the world market and massive unemployment
      results. What will the core then do to stop the Turkish or even the Weimar scenario from becoming a reality in
      Russia?
    


    
      The disappointing performance of the international organizations makes such outcomes even more probable. As
      Russian nationalists look at the failures of the UN and NATO in Bosnia and Somalia, they can hardly be deterred
      from reckless irredentism in the Caucasus and the Crimea. And the activities of the IMF and
      the World Bank in Russia, whatever they do, will be always controversial, making these organizations easy targets
      for communist and neo-Nazi demagogues.
    


    
      However, there is a limit to what the West, at the peak of its power, can do for Russia. Russia still remains, by
      the consent of other great powers, the mainstay of geostrategic constructions spanning from the Atlantic to the
      Pacific and is the only legal heir of the superpower's paraphernalia, including embassies abroad and the
      permanent seat on the UN Security Council. The story of nuclear proliferation in Ukraine and Khazakhstan has
      demonstrated that the United States failed to guarantee Russia's nuclear monopoly in the Commonwealth of
      Independent States. Some Russian officials strongly suspect that the United States of America played a double
      game on this issue.8 The
      Washington establishment is divided between Russophiles, standing on the platform of geostrategic realism, and
      Russophobes, who for a variety of other reasons prefer to deter Russia and to build up checks and balances to the
      West of Russia, from the Baltics to Ukraine.
    


    
      Finally, whatever the West's intentions, it can do little to alleviate Russia's worst security dilemmas,
      which stem from regional conflicts and problems. And increasingly the majority of Russian elites come to realize
      it. If Russia stays away from Tajikistan, the vacuum there will be filled by militant Islamic fundamentalism or,
      in some combination, by "enlightened" Turkey, Pakistan, and Iran. If Russia does not check the tribal
      violence in the Caucasus, it will spread further (Russian leaders often express the sentiment that either Russia
      will control the Caucasus or the Caucasus will control it). Not only Western powers are important for Russian
      diplomacy as it faces these conflicts; so are relations with the People's Republic of China, Iran, Pakistan,
      and Turkey. Since May 1992 (the Treaty of Tashkent) Russia has been cobbling together regional structures to
      preserve stability in Central Asia.
    


    
      Security concerns, however, are not likely to become the prime ones in the immediate future. The nuclear arsenal,
      in addition to smaller mobile conventional forces, might somewhat allay Russia's fears. Though the Russian
      General Staff does not consider nuclear weapons sufficient for deterrence of the new type of threats (regional
      conflicts, terrorism, and fanaticism to the south of Russia), society at large seems to hold that no war or
      serious external danger can threaten a country protected by nuclear arms. The Russian public's lack of
      concern about the external threat is striking if one takes into account the centuries of turbulent Russian
      history and the "hostile encirclement" propaganda of the communist regime. Quite a few Russians like to
      groan about the collapse of the country, but precious few believe that foreign occupation is a real threat.
    


    
      Summing up, from the Russian perspective the new world order increasingly looks not like salvation and a security
      dream but like a club of the rich to which Russia will not belong for a long time to come. International
      organizations and alliances with great powers cannot solve Russia's security problems.
      When Russian elites look at the outside world, what they see more and more is their "near abroad":
      small states of Eastern Europe and the Baltic who fear Russia's resurgence and want to join NATO, the rise of
      Islamic militancy in the South, and the regional conflicts that only Russian troops can contain. In the short
      term Russia's focus on the "near abroad" gives impulse to a regional security system with Russia as
      a leader and other members of the Commonwealth of Independent States (CIS) as followers.
    


    The Russian Economy and Uneven Globalization


    
      The global dichotomy between haves and have-nots leaves Russia in a precarious position. Russia's emerging
      market has few regulations and norms. Most entrepreneurs still complain that state structures, legislation, even
      the constitution itself, are constructed in a way totally inimical to and incompatible with private property and
      business. As one perceptive Western cartoon observed, one has to wait until business groups in Russia become big
      and powerful enough to rewrite the constitution and legislation to their liking. It seems that decades will pass
      before liberal economic philosophy will become a societal force powerful enough to glue Russia together. Economic
      disintegration finds different expressions: quasi-feudal-type regimes in Central Asia and a return to
      self-sufficient "natural complexes" in agricultural areas of European Russia. Old industrial complexes,
      formerly linked among themselves by the logic of the division of labor, are now breaking into an anarchy of
      primeval capitalism. There is no central pool for investments, no program of priorities for conversion. Instead,
      each one tries to survive independently. It remains to be seen whether the emerging forces of the market economy
      will install in Russia some of the liberalism and peacefulness that flow from economic interests or will
      aggravate its security dilemmas.9
    


    
      The short-term prospects for the Russian economy look disastrous, but medium- and long-term results of the
      current transformation are more ambiguous. Russia's foreign policy—and its emerging market economy—are
      increasingly influenced by the rich capitalist economies of the North. If Russia could follow the tactics that
      some European countries adopted inside the U.S. "empire by invitation" in the 1950s, (Geir Lundestad
      called it "tyranny of the weak"), it might get critical Western aid and, more important, be admitted
      into the economic and financial club of world powers.10 Though this will not trigger a Russian miracle immediately, one could
      argue that it might produce a new vision and new hope for Russian elites and the population that in the next
      century Russia could become a full-fledged member of the world economic core.
    


    
      Much of this scenario has indeed been coming to life. Russia under Boris Yeltsin has
      acquired, with the help of the U.S. administration, a status as observer in GATT, in the World Bank, and, most
      prestigious of all, at the regular summits of the seven great industrial and financial powers of the world (G-7).
      Apprehensions that the austerity measures of the IMF might arouse anti-Western feelings in Russia forced the IMF
      to modify its rules for Moscow. In brief, on the organized level of the global economic system, Russia is not
      treated as Peru, Nigeria, or Mexico. As far as symbolism goes, Russia got far better treatment than did the Third
      World.
    


    
      But all this should not mislead. In the international division of labor and capital Russia is far behind a
      country such as Mexico, which is now part of the North American Free Trade Agreement (NAFTA). And again, there is
      little the West can do about this. The Russian economy has to go through a long and painful process of complete
      restructuring before massive foreign investments (as distinct from foreign aid) will come and before Russian-made
      goods will enter the world market. Until then Russia remains part of the world economy only by virtue of three
      factors: import of a broad variety of consumer goods into Russia, export of raw materials, and sales of arms.
      There are singular successes in the integration of Russian and Western firms, for example, in aerospace and
      computer software. There is also the less cheerful prospect of increased drug trafficking from Russia.11 But they are not going to match
      "the big three," just mentioned any time soon, particularly in their impact on Russia's goals and
      its conduct in international affairs.
    


    
      The economic problems are compounded by the failure of the Russian presidency and the parliament to generate a
      coherent industrial and trade policy. So far the state has not been able to establish a proper framework for
      international business in Russia (financial infrastructure, norms, and regulations) conducive to business
      activities and investments. Corruption has increased to the point that Western donors have refused to channel
      their aid through central authorities. In this partial political and legal vacuum the major trade and economic
      forces have to organize into a loose semblance of lobbies, or as Russians prefer to say, mafias, that include
      industrialists, businesspeople, state officials, and various mediating players.
    


    
      The most important of these is undoubtedly the oil and gas lobby. Head of the oil industry Viktor Chernomyrdin
      became Russia's prime minister. This lobby's power can flow in different directions. As a primary source
      of hard currency, oil and gas exports may encourage trends toward interdependence and cooperation in Russian
      politics. The oil industry is also likely to get immediate foreign investments, which it badly needs. Other
      successor states, Kazakhstan and Turkmenistan, have already gone down this road. Khazakh president Nursultan
      Nazarbayev in a $20 billion 40-year deal agreed to lease the Tengiz oil field to the
      multinational Chevron. A Khazakh analyst praised this deal as Alma-Ata's stepping-stone to "successful
      economic growth."12
    


    
      The response in Russia was mixed. Some in Moscow realized that the export of oil and gas provides Russia with
      powerful leverage over her neighbors, the countries of Eastern Europe, and most of the former Soviet republics,
      including, most importantly, Ukraine and the Baltic countries. Oil exports to "the near abroad" might,
      therefore, remain hostage to strategies of regional security, or even to irredentist policies.
    


    
      As the history of OPEC (Organization of Petroleum Exporting Countries) demonstrates, the old diplomacy might work
      both ways: So far the balance is in favor of cooperation and reasonable commercial profits. The Russian oil and
      gas lobby pioneered the creation of a northern version of OPEC. An accord was signed between Russia and 11 CIS
      states to set up the Intergovernmental Oil and Gas Council.13 After some arm-twisting, Russia resumed oil supplies to Ukraine and
      Estonia. The oil industries obtained a decree from Yeltsin that would allow them to use a considerable part of
      the earned hard currency for capital investments.14 Russian ties with Arab OPEC are of positive significance. They are based
      on the assumption about a mutuality of security interests, that is, the containment of troublemakers that are
      located between Turkmenistan and Kuwait, primarily Iraq.
    


    
      The influence of the arms sales lobby on Russia's international behavior has been evidenced by the
      U.S.-Russian conflict over the transfer of Russian ballistic missiles and satellite technology to India. This
      episode made many Russian elites relapse into a typical Third World criticism of the United States for its double
      standard and defense of U.S. trade privileges. Russia's arms sales were reduced by five times, according to
      official (not very reliable, though) statistics, down to the level of $1.9 billion (1992 figures). This was a
      hard blow to Russian military industries that already were in dramatic decline. It has been the perception in
      Moscow that the U.S.-based producers of armaments picked up most of the former Soviet arms market, especially in
      the Arab world.15
      Russian arms salespeople have been making frantic efforts to regain their old clients and to make inroads into
      other crucial markets. They are likely to take advantage of the old and emerging regional security structures
      that produce regional arms races: among the People's Republic of China (PRC), both Koreas, and Taiwan;
      between India and Pakistan; among Iran, Iraq, and the Persian Gulf monarchies; and so on. Arms exports are likely
      to rebound dramatically. In 1993 Russia agreed to sell $1.9 billion worth of arms to China alone. These sales are
      viewed by many in the Ministry of Defense and the Ministry of Foreign Affairs as a road to Russo-Chinese
      strategic cooperation, a goal that, if achieved, might solve the Russian security dilemma in the East. But this
      basis for cooperation between the Russian military and diplomats evokes controversy and rivalries with other
      lobbies. Some lobbyists from desperate arms companies suggest that Russia should ignore the
      Western sanctions and sell arms to Serbia, Libya, and Iraq (Russian losses from the embargoes on those countries
      and the frozen Libyan and Iraqi debts to the USSR are currently estimated to be US$16-$18 billion in total).
      These radical voices are reminders of the real dangers (including illegal leaks of nuclear technology) stemming
      from the Russian economic collapse.
    


    
      Another, less obvious, danger comes from the domestic significance of arms sales: They will be the staple of
      self-support for the Russian army in the age of hyperinflation and budgetary deficit. The arms lobby, encouraged
      by the military authorities and some diplomats, is determined to catch up with Western arms producers in both
      quality and quantity of marketable and exportable goods.16 This might not only generate the cycle of sales-rearmament-sales but also
      help transform the military into a class unto itself, ambitious enough to play a crucial role in future Russian
      politics.
    


    
      The third, vague but numerically gigantic, lobby consists of private entrepreneurs, organized profiteers, and
      moguls of the so-called black market and individual peddlers who travel to neighboring countries to bring back a
      gamut of consumer goods. This trade has already transformed the life of consumers in European Russia and, even
      more so, in Russia's Far East. The bulk of imported goods comes from the new rim of producers that have
      replaced the West: Turkey, Pakistan, and the vibrant economies of Southeast Asia.
    


    
      The economic impact of these imports on Russia is negative (in the absence of trade tariffs they stifle domestic
      industries). But in terms of exposing Russian society to the realities of the world market, this trade has no
      parallels in Russian history. For the millions of unknown "heroes" of marketization who shuttle as
      business tourists year-round, the world has become a global village. Those of them who are socially conscious
      look to China, South Korea, Thailand, and Taiwan as beacons for Russia. The Sino-Russian trade is rapidly
      relinking the Russian Far East and Manchuria, since the economic profiles of the two are "wonderfully
      complementary."17
    


    
      The emergence of the "import lobby" improves Russia's chances to emulate the group of Pacific Asian
      countries that have constructed healthy networks between the core and the periphery, preventing possible
      antagonism between the two. The import lobby will almost certainly contribute to the emergence of Russia's
      own goods-producing industries, with or without protectionist policies. But even if Russia's security
      dilemmas finally catch up with it, the presence of this lobby, unlike all the others, could undeniably check the
      backlash and the sliding toward the periphery and toward conflict.
    


    
      All these factors taken together have potential significance for Russia's future orientations. Trade
      relations with Turkey are important because of the geographical proximity of Istanbul and Ankara. Russo-Turkish
      official relations, however, can be greatly complicated by the dispute over Central Asia and, perhaps, Transcaucasia. Pan-Turkeyism is viewed in Moscow not as a preferable alternative to
      Islamic fundamentalism but as a historical threat to Russia's geostrategic interests. Confidential memos of
      think tanks as well as newspaper articles are filled with concern about a potential Muslim superstate to the
      south of Russia, populated by 160 million Turks and spanning from the Adriatic to Mongolia.18
    


    
      At the same time, grassroots uncontrolled trade with China and "dragons" of the Far East coincide with
      the long-term priorities of the arms lobby, as well as the strategic schemes advocated by Eurasians (and former
      Westernizers). Western investors' frustrated expectations and the slow interpenetration of Western and
      Russian markets stand in sharp contrast to growing hopes about the potential of trade and economic relations with
      the Pacific Rim countries.
    


    
      Russia's place in the world economy remains the factor of biggest uncertainty and will be decided by the
      course and results of domestic reforms. Yet it is already clear that liberalization measures and the uncontrolled
      entrance of thousands of atomized economic "subjects" into the world market have a limited and mostly
      destructive impact on Russia's future. The increasing pressure of world competition from outside and powerful
      oligopolic lobbies from within might force the Russian state to return to heavy regulations on economic
      activities in the country.
    


    Domestic Politics: Jefferson Versus Pinochet


    
      Russia remains, in Samuel Huntington's definition, a "torn country" whose elites try to join
      "the Western Civilization" while the rest of society is cut off from it by "the Velvet
      Curtain" of history and culture.19 Right now the iron grip of history on Russia's future is less firm
      than many would think. The years of Soviet power transformed Russia from what was predominantly a peasant country
      into a country of urban educated people with many orientations and demands that are more middle-class than
      Russian. The vast majority of Russian elites share a middle-class mentality: They want property and stability,
      not revolution and expropriation. If Russia's fate is to be decided in the voting booth and by political
      means, the key factor in the immediate future will not be industrial workers or collectivized peasants but the
      urban middle class.
    


    
      The biggest impediment to the evolutionary transformation of Russia's politics toward modern democracy is a
      woeful absence of institutions that could take up the role of civil society. Professional associations today are
      mostly minireplicas of the old socialist welfare state, demanding a bigger slice from the state budget pie. For
      most professions outside of the working class, there are no associations at all. Newspapers
      and electronic media are losing their grip on the educated audience they enjoyed in the times of glasnost. The
      Orthodox Church is in profound crisis and is unlikely to play the role of a substitute for civic bodies. All the
      political parties in Russia, except for the Communist Party, are just tiny clienteles of a few ambitious
      politicians.
    


    
      This situation is ideal for a fascist type of movement that could emerge from nowhere and provide immediate links
      between the middle class (as well as other groups) and the state. This danger has not escaped the attention of
      Russian analysts. Some believe that a Russian Pinochet could save Russia for a democratic future by guiding it
      around the dangers of the transitional period with an iron hand. Others think that any compromise of liberal
      principles will only play into the hands of the lurking reactionaries, primarily the communists, who have merged
      with xenophobic, aggressive nationalists. Again, the urban population resurfaces as the key factor: Will all the
      economic dislocations and a growing sense of insecurity push these people into the embrace of a new extremist
      ideology?
    


    
      This possibility, unfortunately, cannot be totally excluded, as Russian elections in 1993 demonstrated. But
      several important factors make this outcome different from that in Germany in 1933. The attractiveness of
      ideologies of any kind is decreasing in Russia. Some Russian observers, such as Dmitry Furman, categorically
      state that "ideological thought is weak and dying."20 The long experience of imitating the ideological life (when nobody
      believed in official communist doctrine but paid lip service to it) produced whole generations of cynical
      relativists. So far no single idea, including, unfortunately, Christianity and Western liberalism, has made
      considerable inroads into Russian mass consciousness.
    


    
      From the age of state-controlled media and Orwellian mechanisms of indoctrination, Russia seems to have taken a
      leap into the age of diversified informational networks. The biggest audiences can still be claimed by state
      television, but there are many others, for example, Radio Liberty and the videocassette recorder (VCR) industry
      (pirating Western movies from Singapore and Hong Kong). The proliferation of fax machines and, in some instances,
      even e-mail indicates the direction this process is taking—toward more pluralist communication networks.
    


    
      Another phenomenon, so typical of the core, is sinking its roots in Russia. This is the shrinking role of the
      state and, even broader, of the whole idea of national sovereignty. It is not simply that many Russians are sick
      and tired of the state after the years of communist rule. One could foresee a critic arguing that the dilemma
      between imminent anarchy and a despotic state will be resolved in favor of the latter if anarchy reaches
      intolerable proportions. But what would be seen as intolerable anarchy in Russia? The current situation, from the
      viewpoint of many Western observers, already deserves this definition. Not so for most
      Russians. The years since the breakup of the Soviet Union, despite all hardships and chaos, were not anything
      like anarchy for the majority in Russia. Many of them, for the first time, realized that they could not wait for
      the state to provide for their needs. The cutting off of the umbilical cord linking most Russian citizens to the
      state, painful and dangerous as it was, became a necessary part of the birth of individualism and social
      creativeness. The change in mentality emerges as the most astounding of all changes since the breakup.
    


    
      The revolution of expectations is, to a large extent, imported from the West through modern mass media and
      travels abroad (the number of travelers exploded from 2 million in 1987 to 12 million in 1992). It brings about
      further decline of the role of the state. Many young Russians are no longer satisfied with the mediocre, median
      living standards that state employment could guarantee. Their skyrocketing demands can be met only by nonstate
      activities (bureaucratic corruption is a separate issue), mostly by private profiteering. Needless to say, this
      is a trend with highly ambiguous consequences. But as long as the Russian potential for such profiteering is
      enormous, this boom mentality deflects the sense of growing anarchy among the young, who would be likely recruits
      into fascist-type movements. Thus, the inevitability of a dilemma between anarchy and a despotic state is
      postponed.
    


    
      There are other factors of tactical significance. The arrival of new groups of elites to the pinnacle of power in
      1991-1992, their rivalry, and the clashes between the presidency and the parliament provided many Russians with
      an opportunity to learn the relative merits of the idea of checks and balances, as opposed to the old Russian
      tradition of the good tsar. At least several times the Russian Constitutional Court played a role of umpire
      between the legislative and executive branches. The new people at the top also learned that there are no
      permanent allies but only diverse interests.
    


    
      The problem of territorial sovereignty is the most poignant in Russia. Until recently the Russian central
      government has been ready to make considerable concessions to regionalism, primarily by reducing the meaning of
      "sovereignty" to the bottom line of territorial integrity while putting aside the huge area of
      interregional and international economic activities that used to be the privilege of the Soviet state in the
      past. Ironically, it is the lack of legitimacy of the ruling groups in Moscow, be they former parliamentarians in
      the White House or the "Sverdlovsk mafia" in the president's administration, that prevents them
      from rising above other elite groups in other cities and areas of the Russian Federation. The executive power has
      been taking extraordinary measures to restore its legitimacy by means of new elections and plebiscites, but so
      far the president has been more successful when using emergency measures and frightening local authorities with
      the use of force. The continuing constitutional crisis of the central power more than economic decentralization (and certainly more than local anti-Russian nationalist and regionalist
      sentiments) is the biggest contributor to the prospect of the "Bantustanization" of Russia. Those who
      make up the popular majority and who initially supported the parade of sovereignties among the subjects of the
      Russian Federation no longer harbor illusions that regional independence might make them better off economically,
      and they certainly do not believe that local efforts can replace a national program of protection against
      unemployment and other hazards. The temptation will grow, therefore, to resort to the methods of progressive
      authoritarianism to restore the center rather than waiting for the creation of a complicated, and to many
      incomprehensible, system of checks and balances.
    


    Conclusion: Quo Vadis Russia?


    
      Russia demonstrates many features that pull it in the direction of the periphery of the world system. Its basic
      motives as an economic and political entity are survival and territorial integrity. Security dilemmas set Russia
      apart from the core and push it toward creation of regional structures not necessarily compatible with the new
      world order of the West. In the economic sphere, Russia is cut off from the core by the Soviet history of
      self-inflicted isolation and by the failure to create established norms and regulations similar to what became
      accepted by liberal societies in the West as the basis for the "enlightened" realization of economic
      interests.
    


    
      These woeful facts, however, coexist with many important achievements indicating that a new Russia might
      eventually follow the path of the Pacific "dragons" rather than suffer the fate of prerevolutionary
      Turkey. Quite a few observers of Russia agree that available statistics seriously underrate the rapid expansion
      of the private sector of the economy. Yet since the prophecies of doom prevail, I have tried in this chapter to
      present some of the reasons for a more optimistic view. My main conclusion is that current world developments do
      have a positive influence on the transformation of Russia's society and domestic politics, but this influence
      does not come directly from the West. Rather, it is most pronounced when it coincides
      with experiences and processes indigenous to Russia. Most of the direct effects of the outside world on Russia
      are either ambiguous or downright ruinously counterproductive.
    


    
      Many Russians run twice as fast now in order to survive. But the spurt of entrepreneurial energy is not primarily
      the result of a primitive urge but an alternative to the feeling of emptiness and anarchy in political, social,
      and national life. An important distinction between Russia and Yugoslavia is that instead of fighting for the
      preservation of territory and state, most Russians prefer to haggle for profits and property. The disintegration
      of the Soviet Union has been met either with indifference or with enthusiasm by most Russians because it was widely perceived that, in economic terms, the Soviet Union wasted
      Russia's resources, natural as well as human.21
    


    
      Now, when the euphoria of liberation is giving way to the hardships of life, most Russians still do not support
      the idea of restoration of the Union, propagated by some demagogues on the right. The reluctance of people (even
      the famed Cossacks) to be empire-builders at Moscow's service might be Russia's blessing in disguise.
      Perhaps Russia will eschew a bloody road of realization of the ideas of the nation-state or another land empire.
      Perhaps it will manage its security dilemmas and develop as a trading state, with far better chances for peace
      and economic integration with the core countries of the world. Unless a strong fascist-type movement emerges,
      Russia will probably combine security regionalism with bandwagoning with the West.
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      Pacific Asia is one of the most dynamic regions in the world. Of all the world regions, it has been enjoying the
      highest annual economic growth rate in the fourth quarter of this century. At the same time, a vague angst about
      the future of the region has been present under the surface of its thriving business and increasing
      self-confidence. Pacific Asia, ranging from Korea, Japan, Mongolia, and China to the ASEAN and Indochinese
      countries and Myanmar (sometimes including Australia and New Zealand and Russia's Far East), has been
      changing fast, which has made it somewhat apprehensive of the consequences of rapid change, not only economically
      and technologically but also in social, political, and military terms. I shall attempt to identify the emerging
      features of the global transformation by looking closely at Pacific Asia.1
    


    
      In my view three kinds or change can be identified on a global scale, for the sake of convenience I call them the
      end of the Cold War, the end of geography, and the end of history, respectively. The three phrases have been used
      to denote certain events in the past. George Bush certainly had his way of defining the end of the Cold War—as
      the victory of the United States. Richard O'Brien, who has authored a book so subtitled, defined the end of
      geography as the disappearance of the tyranny of distance in economic activities. And Francis Fukuyama, who
      authored a book that gave birth to the phrase "the end of history," has his own way of defining the
      term.2 I use the terms
      somewhat freely to mean what I believe is the primary feature of change unfolding on a global scale in the three
      areas of international security, the world economy, and domestic societies. As the editors of this volume argue,
      one can maintain that technological change is a long durée variable, in a
      Braudelesque sense, accelerating uneven globalization in the world, and that the end of the Cold War is
      événementielle, again in a Braudelesque sense in
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      that it precipitates certain sets of events in the three areas of security, development, and
      democracy.
    


    
      At any rate, by "the end of the Cold War" I mean the uneasy coexistence of U.S. absolute military
      supremacy on a global scale, both in strategic and conventional terms, and the U.S. perception of its longer-term
      deterioration of the technological and economic competitiveness sustaining its military supremacy. By "the
      end of geography" I mean the uneasy coexistence of removing barriers and impediments and codifying common
      sets of rules and standards to the extent of realizing a borderless global economy and a single world market on
      the one hand, and encapsulating certain sectors of the national and regional economies from global capitalist
      market forces on the other. And by "the end of history" I mean the uneasy coexistence of loosening the
      regulated economy and the authoritarian polity on the one hand and coping with destabilizing consequences of this
      loosening on the other.
    


    
      In other words, what we have been witnessing in the world is characterized not simply by the victory of the
      United States, the victory of international liberalism, and the victory of market capitalism and liberal
      democracy but more importantly by the contradictions intrinsic to all these three supposed victories. That is why
      I say that I use the three "end of" phrases somewhat freely.
    


    
      More concretely, the United States has demonstrated its military supremacy in strategic nuclear forces by
      cornering the Soviet Union into a series of agreements concerning stable reductions of strategic nuclear weapons,
      and in conventional forces by successfully waging the war against Iraq. U.S. military supremacy and the collapse
      of the Soviet Union have made it very clear that in the area of international security the United States is the
      sole military superpower to be reckoned with when it comes to deploying massive destructive forces far beyond
      national borders. But U.S. military supremacy has its weaknesses.
    


    
      First, the sudden disappearance of the enemy, the Soviet Union, has led the U.S. public to believe that drastic
      reductions of U.S. military forces must be a legitimate peace dividend. U.S. military supremacy is discredited
      when faced with all the disintegrative and disaggregative conflicts taking place in the world along ethnic,
      religious, linguistic, and other lines. Second, the technological and economic foundations of U.S. military
      supremacy are perceived as so steadily weakening as to undermine severely whatever military supremacy the United
      States might have for the moment—thus the political imperatives of focusing its efforts on enhancing and
      solidifying its technological and economic competitiveness.3 Furthermore, the U.S. government's efforts in pursuing
      competitiveness-enhancing goals do not seem to be well orchestrated. They lack correct instruments and
      well-thought-out implementation schemes deployed with a longer-term commitment solidly ensured by public opinion,
      political parties, the bureaucracy, and the business community. Third, U.S. military
      supremacy itself does not seem to ensure automatically the consent of U.S. friends and allies. They perceive the
      somewhat close-to-desperate need for the United States to obtain their acquiescence if it is to achieve its
      international goals. Once the Soviet threat is gone, the solidarity of the Group of Seven countries seems to
      wane.4 The Group of
      Seven declarations concerning economic policy coordination have been watered down considerably since the Munich
      summit of 1992, and its agreement to assist Russia financially has revealed more divergence among member
      countries in their declared commitments.
    


    
      In the world economic area too, technological progress has promoted an irreversible trend to open the economy, to
      liberalize the economy and to compete globally. Just like the two great depressions, the one in the fourth
      quarter of the nineteenth century and the other in the 1930s, the stagflations related to the two oil crises of
      the 1970s were followed by more liberal trends in the world economy. Not only former communist countries have
      been moving in the direction of a market economy; a large number of developing countries have also been
      deregulating their tight bureaucratic protectionist mantles. Yet the internal contradictions of global economic
      liberalization are becoming no less pronounced.5
    


    
      First, globalizing economic activities means that economic actors must adapt to the changing economic
      environments adroitly. It means that comparative advantage tends to change constantly when national barriers are
      lowered. It also means that technological innovation becomes more costly and must be made with more agility.
      Cognizance of their probable inability to adapt to changes is bound to lead economic actors to act defensively.
      This takes various forms. Barriers and hindrances are kept high or new ones are created to prevent global market
      forces from permeating the national economy; regional economic blocs are built to maximize the benefits accrued
      from liberalization and to minimize the costs of building walls against nonregional actors; bilateral trade deals
      are made to ensure sufficiently limited transactions in the form of cartelized arrangements; and modes of
      economic activities are subjected to bilateral or regional standardization or commonization, typically
      discriminating against those economic actors who may not subscribe to such a "universal package" of
      economic activities, Multilayerization is created in the liberalization scheme so as to give a uniformly liberal
      semblance to international economic agreements at the community or federal or national level and yet give
      autonomous power to local units such as provinces and prefectures to declare exceptions to such agreements. In
      other words, the globalization of economic activities prompts the opposite forces to prosper. They are called
      protectionism, regionalism, new regulations, subsidiarity, and cartelization.6
    


    
      In the area of domestic societies too, technological progress has created a trend of a deregulated economy and a
      less authoritarian polity. This trend coincides with the three liberalizing periods of the
      twentieth century, the first quarter, the third quarter, and the post-Plaza Agreement (1985) fourth
      quarter.7 Yet loosening
      economic and political forces from tight regulation and oppressive arrangements has encouraged the opposite
      forces to burgeon and blossom everywhere. And some of them have become intensely destabilizing forces. For
      instance, India has been loosening its bureaucratic economy since Rajiv Gandhi was prime minister. But economic
      and social deregulation often means an intensification of brutish and nasty market forces assaulting
      less-privileged strata and thus inviting them to strike back politically. Algeria has been trying to make a
      transition to democracy. Yet the increasing exposure to global market forces and the concomitant domestic
      economic deregulation have accentuated income inequality, thus enhancing the attractiveness of Islam, which
      preaches the absolute equality of everyone before Allah. The prospect of a political party based on Islamic
      fundamentalism taking power once a free and secret election was conducted led the military to put democratization
      off for the time being. These destabilizing forces have been so desegregating that the power bases of the
      nation-states are quite visibly eroding.
    


    
      Two phenomena associated with the end of history are regional economic bloc formation and humanitarian military
      intervention. Geographical closeness, economic deregulation, and economic expansion have prompted the creation of
      de facto economic blocs. Not only formal groupings like the Asia Pacific Economic Cooperation conference but also
      de facto groupings such as Singapore-Batharn-Johor, Hong Kong-Guangdong-ASEAN, Taiwan-Fujian-Hong Kong,
      Slovenia-Croatia-Austria-Germany, California-Texas-Mexico, and Kazakhstan-Turkey-Asian Development Bank have been
      receiving increasing attention. In tandem with the birth of these de facto economic groupings, the fledgling
      economic regimes of common norms and rules emerge. Some may become fully fledged economic regimes and others may
      not. The important thing is that they tend to defy the conventional national and regional geographical
      demarcations.
    


    
      In a similar vein, humanitarian military intervention is getting increasing attention as it looks more feasible
      with the increasing acceptance of the notion of international security. But it is also more difficult because of
      the actors' different attitudes to the rationale and scheme of intervention. As desegregating forces are
      getting stronger and stronger, national sovereignty has become a thing of the past in cases such as Somalia,
      Yugoslavia, and Cambodia. The U.S.-UN military intervention in Somalia has evoked the notion of humanitarian
      military intervention because there was no request from the Somalian government for the intervention and because
      there was no Somalian government worthy of the name. The Yugoslavian Federation collapsed and yet no effective
      military intervention has been attempted so far, either by the United States, the United Nations, the West
      European Union, the North Atlantic Treaty Organization, or the European Community. Cambodia
      has been trying to move in the direction of national unity on the basis of the Paris agreement of 1991.
      Accordingly, the United Nations Transitional Authority in Cambodia (UNTAC) was set up to carry out free and
      secret elections in Cambodia. Yet one of the three parties, the Khmer Rouge, has been taking issue with the Paris
      agreement and openly defied it. It did so allegedly because of UNTAC's tacit acceptance of the other
      parties' violation of the Paris agreement on the withdrawal of Vietnamese soldiers, arguing that some
      Vietnamese soldiers have remained in Cambodia disguised as Cambodians.
    


    
      All these observations are made in order to give more concrete flavor to my view of the global transformation.
      From my explication of three types of global change, I will move on to study Pacific Asia, starting from the same
      set of changes.
    


    Vigorous and Uncertain Pacific Asia


    
      It is my task to look into what has been taking place in Pacific Asia from the same three perspectives: the end
      of the Cold War, the end of geography, and the end of history. Pacific Asia, the most dynamic economic region of
      the world, is by definition vigorous and uncertain. Rapid economic change in Pacific Asia fosters structural
      transformation in noneconomic areas as well. I will examine the three areas of international security, the world
      economy, and domestic societies one by one.
    


    International Security


    
      Pacific Asia is said to be one of the regions not much affected by the end of the Cold War. The United States has
      been downsizing its military presence in Pacific Asia, but not as drastically as it has done in Western Europe.
      Russia has not reduced its military power in Pacific Asia to the same extent as in Europe. Ironically, this is
      largely because of the noncentral importance of Pacific Asia during the Cold War period. Pacific Asia was not the
      primary area for the starting and ending of the Cold War.8 Europe played the primary role. Pacific Asia may have reinforced Cold War
      hostilities in the past, but not anymore. Rather, Pacific Asia, like most other non-European regions, was given a
      cause celebre named the Cold War to promote locally whatever grand schemes political actors might have had. Even
      if this cause celebre is gone, in other words, even if the mantle of justification is gone, local politics has
      remained. After all, all politics is local. Thus it is natural that Pacific Asian politics has become even more
      intensely local after the Cold War. Even the continuous presence of U.S. military forces in Pacific Asia and also
      Russia's presence may be explained nicely by this. Local politics has not given the United States or Russia
      any strong excuses to drastically reduce their military forces in Pacific Asia or to
      withdraw those forces from Pacific Asia.
    


    
      Three major local factors explain why Pacific Asia has not manifested drastic changes in its international
      security configuration. First, aside from the bilateral agreements between the United States and its allies and
      between the Soviet Union and its allies, there have not been any effective, sufficiently all-encompassing,
      multilateral security arrangements in Pacific Asia. Without them it would be too much of an irresponsibility on
      the part of the United States and Russia to abandon their self-appointed roles as the guardians of the national,
      regional, or global interests with or without bilateral agreements. Russia has none of its erstwhile bilateral
      agreements with Mongolia, North Korea, China, or Vietnam. The United States abandoned its military forces in the
      Philippines recently but has kept such agreements with Japan and South Korea and retained cordial relations with
      such countries as Thailand, Taiwan, and Singapore in terms of military-related cooperative arrangements.
    


    
      Second, Pacific Asia has been the most vigorous world region in terms of economic development. This vigor creates
      a vast range of uncertainty. Military expenditure tends to go up in tandem with economic growth, and Pacific Asia
      is no exception to that. Pacific Asia gives an ominous picture of vigorous military expansion. The region is now
      surpassing the traditionally number-one area in this regard, the Middle East.9 Furthermore, if recent annual economic growth
      rates are a good indicator of military expansionary propensity, then China, Indonesia, and India may become
      military powers to be reckoned with in Pacific Asia—along with the United States, Russia, and Japan, all of which
      tend to register much lower economic growth rates of late. In addition to the steady advance of military buildup,
      more specific worries exist as to the possibilities of a nuclear arms race. North Korea announced in March 1993
      its withdrawal from the Nonproliferation Treaty to reject the International Atomic Energy Agency's (IAEA)
      inspection of possible nuclear facilities in Yongbyong.10 North and South Korea had concluded an agreement declaring their
      nonnuclear status in 1991, when they also agreed to facilitate peaceful exchanges between the two Koreas. North
      Korea's economy had been stagnating for some time already, but after the Cold War, it went downhill
      dramatically. Russia has ceased to supply it with petroleum. China wants business and in North Korea there is not
      much business. Japan has not gone in the direction of giving aid to North Korea, as the latter would like.
      Reacting to the U.S.-South Korea naval exercise, North Korea resorted to its rejection of the IAEA's
      inspection. If North Korea goes nuclear, Japan and South Korea will have a hard time not doing the same.
    


    
      Third, traditional rivalries are strong in Pacific Asia. Traditional rivalries are strong almost anywhere, but
      the history of supranational community-building efforts is less pronounced in Pacific Asia than in Western
      Europe. Certainly empire-building efforts are not lacking in the region. But there has never
      been an instance of one united empire covering the whole region of Pacific Asia for a considerable period of
      time. In Western Europe one can point to the Roman Empire and a series of efforts to revive and rebuild some sort
      of community, religious or political. But in Pacific Asia such conscious community-building efforts are a far
      more recent phenomenon. Often, people in neighboring countries are ignorant of each other's language or
      history; more often than not they are more aware of the language and history of colonizing patrons. The end of
      the Cold War has thus helped to revive some elements of traditional rivalries in Pacific Asia. So far, they have
      not surfaced to any considerable extent for two major reasons: the U.S. military presence has been a positive
      factor in mitigating such rivalries, and the prosperity of Pacific Asian economies has been long dependent on
      Japanese-driven dynamism and U.S. market access. Pacific Asians have not been bothered too much by traditional
      rivalries as long as their prosperity continued. But more recently other factors have come into the picture. U.S.
      market access looks increasingly questionable over the longer term. And in addition to Japanese-driven dynamism,
      Chinese-driven dynamism seems to be emerging on the horizon. This perception can be glimpsed in the editorial of
      a Singapore newspaper arguing that the nongovernmental Beijing-Taipei agreement of May 1993 has signified the
      emergence of the China-Taiwan-ASEAN Chinese bloc as a fourth economic superpower in addition to the three
      existing ones, that is, the United States, the EC, and Japan.11 One might say that the agreement merely represents a competitive spirit
      among Pacific Asians. In any case, one has to be cautious not to make a premature judgement given the intensity
      of traditional rivalries and the durability of historical memories.
    


    The World Economy


    
      The end of geography seems to affect Pacific Asia more than other regions. The fact is that the Pacific Asian
      region is less closed and institutionalized than other regions. After all, it is in Western Europe that we find
      the architects of first the Rome and then the Maastricht Treaty, leading toward deeper integration of the 12
      member countries. It is in North America that market liberalization in the unilateral and bilateral contexts
      among the three giants, that is, Canada, the United States, and Mexico, is being vigorously carried out. It is
      only in Pacific Asia that regional integration has not been institutionalized by formal agreements. The Asian
      Pacific Economic Cooperation (APEC) conference represents the most institutionalized form of economic
      coordination and cooperation within an area encompassing Australia, New Zealand, ASEAN, Vietnam,
      China-Taiwan-Hong Kong, Northeast Asia including Russia, Canada, the United States, and Mexico. But its degree of
      institutionalization is much lower than the European Community and the North American Free Trade Agreement
      (NAFTA). Of all the international institutions in Pacific Asia, the Asian Development Bank
      (ADB) may be one of the most powerful. Its budget is very likely to surpass that of the World Bank if Japan's
      initiative to increase its own and other major countries' contributions is successful. But the Asian
      Development Bank is not an institution designed specifically for regional integration. Both the APEC and the ADB
      are institutions primarily designed for facilitating economic development and cooperation in the region. Pacific
      Asia places utmost emphasis on market mechanisms to facilitate regional transactions.
    


    
      Three major factors explain why Pacific Asia has been basically reluctant to go ahead with regional integrative
      institutionalization. First, it is not likely to benefit from regionalist self-enclosure. It benefits from an
      open trading system. It desperately needs open access to the big markets of North America and Western Europe.
      Given the relatively poor endowment of food and energy resources in relation to the large demographic size and
      rapid speed of industrialization, it needs to manufacture and export to the rest of the world. This picture
      applies not only to such obvious countries as Japan and South Korea but also to such countries as China and
      Indonesia. Even if the other two economic regions resort to regionalist and protectionist solutions, Pacific Asia
      cannot afford to resort to any institutionalized form of regionalism and protectionism. That is widely perceived
      in the region to be suicidal.
    


    
      Second, Pacific Asia is a world of corporate networks that often involve governments. In many cases these
      networks effectively prevent foreign or extraregional actors from entering into markets. Pacific Asia is not
      alone in having corporate networks and government-corporate alliances. Continental Western Europe is another
      region known for these associations. Names and forms may differ, but the basic fact is that networking matters
      both in Pacific Asia and in Western Europe. You may call it keiretsu, guanxi, cartel, corporatism, or whatever.
      Especially noteworthy here are Japanese government-business relations beyond borders and Chinese business
      networks across borders. Japanese government-business relations, nurtured since the times of the
      industrialization drives of the 1930s through the 1960s, are important in linking business firms, banks, and
      government agencies in an organic fashion through financial market and other kinds of bureaucratic regulations
      and keiretsu and other kinds of business practices.12 Although much of the keiretsu relationship melted away in the wake of the
      collapse of the "bubbled" economy in the early 1990s and a bulk of bureaucratic regulations were
      liberalized in the 1980s, close government-business relations in such areas as official development assistance,
      foreign direct investment, and foreign trade (in a descending order of importance), do remain solid. That is why
      Japanese-driven dynamism in Pacific Asia is called keiretsu practiced abroad. The causal relationship is roughly
      as follows: Japanese official development assistance to other countries relies very much on Japanese business firms' (especially trading corporations') assistance to the Japanese government in
      terms of identifying potential projects and executing feasibility studies with partners in those countries. Then
      Japanese business firms are given some preferential treatment by the recipient country's government in the
      form of procurements of construction contracts and exports of products and parts. Since Japanese official
      development assistance traditionally places emphasis on developing and enhancing industrial infrastructure in
      recipient countries and on the manufacturing capacities of recipients, Japanese construction, telecommunications,
      transportation, and manufacturing firms benefit enormously. Japanese exports of products and parts increase
      accordingly. In tandem with the gradual improvement of the business climate in Japan, helped in part by official
      development assistance, Japanese direct investment increases. That normally further increases Japanese export of
      capital goods to the recipients because local factories tend to import capital goods from Japan. The bulk of the
      products manufactured by Japanese-recipient country firms in Pacific Asia goes to the U.S. market.
    


    
      The other, increasingly important network is that of the Chinese throughout Pacific Asia.13 The higher-than-average economic
      growth-rate pattern of China-Taiwan-Hong Kong has given extraordinary impetus to the power of Chinese business
      networks across borders. The strength of Chinese business networks is found in the transnational nature of
      Chinese family and geographical networks. Thus they work across borders effectively. When Japanese business firms
      trade and invest in Southeast Asia or China or Vietnam, the key, or liaison, local firms are headed by Chinese.
      Most foreign investors in China are Chinese from Taiwan, Hong Kong, Singapore, Thailand, Malaysia, the
      Philippines or the United States. Another possibly important attribute of Chinese business networks is their
      relatively small size. Because they tend to be based on family and ancestorial and linguistic lines, this is
      somewhat inevitable. Comparing Taiwanese and South Korean firms, one notices immediately that Taiwanese business
      firms are much smaller. South Korean business firms are organized in gigantic "chaebol" groupings. Many
      Taiwanese firms are smaller because they grew from the Kuomintang government's piecemeal privatization
      program of selling companies cheaply to Kuomintang loyalists. Many South Korean chaebol groupings grew from the
      ashes of the Korean War and became fat through the close relationship with the government in the form of
      preferential allocation of foreign reserves.14 The reason Chinese-style smaller business firms may be increasingly
      stronger is that in an era of intermittently strenuous structural adjustments, and of increasingly high costs of
      technological innovation, small can be beautiful. Small firms can be more adroit and agile in adapting to
      changing market conditions. That is why many business conglomerates of the United States, Germany, Japan, and
      South Korea, for instance, have been suffering more severely from maladjustments.15
    


    
      Another important factor to be reckoned with is the growing manifestation of the U.S.
      government corporate-alliance strategy applied to Pacific Asia, as well as to the rest of the world. The strategy
      is to solidify the relationship between government and business in relation to achieving market liberalization
      and trade agreements with Pacific Asian countries.16 Especially in Pacific Asia, but also in Western Europe, local governments
      and local private firms cooperate closely. The proponents of this strategy ask, Why should the Americans not do
      similarly? The prescription has three components. One is the close teamwork between the government and private
      firms. The second is the bottom-up strategy. In other words, instead of working from the top down, as is the case
      with the GATT-type trading negotiations, the strategy is to work from below and bilaterally (taking advantage of
      U.S. hegemony in most bilateral contexts). The third component of this strategy is to effect a deeper version of
      the GATT-type, shallow-integration strategy, which conceives of shaping economic rules as a universal package,
      that is, as formulating not just trading rules but also domestic economic rules and structures.17 Since the United States has been
      experiencing trade deficits visa-vis many Pacific Asian countries, this strategy has increasing appeal to the
      U.S. government. The aggressive U.S. trade and liberalization negotiations vis-a-vis Pacific Asian countries has
      created somewhat negative feelings toward the United States in the Pacific Asian region.
    


    
      It is clear that the Pacific Asian economies are not moving toward forming an exclusive economic club and that
      only a few efforts to form some regionally specific economic institutionalization are under way. The first is the
      universalist, shallow-integration strategy of the GATT and the APEC, encompassing not only Pacific Asia but also
      North America and Oceania and beyond. Japan and Australia, among others, are the most ardent supporters of this
      line of free-trade regime. The second is the East Asian Economic Council strategy, whereby Pacific Asian
      countries exert influence vis-a-vis the United States in their trade and economic negotiations as a bloc.
      Malaysia is the initiator of this strategy. Although more weighty Pacific Asian countries such as Japan and
      Indonesia played down this strategy somewhat in the early 1990s, they share Malaysian sentiments about the United
      States and seem to be paying renewed attention to this strategy. The third is the NAFTA strategy applied to
      Pacific Asia and Oceania as well. This means bilateral negotiations whereby the United States and some smaller
      Pacific Asian countries such as Singapore, Taiwan, Australia, and South Korea—as well as the colony of Hong
      Kong—conclude agreements like the U.S.-Mexico and U.S.-Canada free-trade agreements. The focus of this strategy
      is to push market liberalization and accelerate deeper integration. One cannot identify the Japanese, Chinese, or
      U.S. strategies with any single one of these initiatives. Japanese, Chinese, and Americans all give priority to
      market forces. But although the Japanese may like the GATT and APEC styles more than the
      NAFTA style, the Chinese may move to form a fourth pillar of a greater Chinese economy in harmony with the APEC
      and GATT frameworks. Americans may like the NAFTA style more than the APEC style, not to mention the GATT style.
    


    
      Despite what has been said about regionalism and different strategies in Pacific Asia, the key fact about the
      region remains that it is and will be the most dynamic area of economic development in the world for some time to
      come, especially when China, Vietnam, Indonesia, Russia, the Central Asian republics, and even India come to
      prosper together. "The end of geography" is most appropriate when applied to Pacific Asia.18
    


    Domestic Societies


    
      Domestic societies are relatively stable in Pacific Asia. Despite the disappearance of communism in Europe, it
      lives on in Pacific Asia: in China, Vietnam, and North Korea. Despite rapid economic change, politics has been
      relatively stable in the region. Tiananmen Square, Bangkok, and East Timor, for instance, have not triggered
      great transformations, although they have raised local consciousness about the importance of human rights and
      democratic participation.
    


    
      Two major factors are noteworthy in explaining this relative stability. Most important, most people in the region
      perceive steady economic growth as having had ameliorating effects on whatever negative consequences economic and
      social dislocations may have had. When the economy grows, employment possibilities grow and so does the overall
      income level. This simple fact enables many to adapt to structural adjustments relatively calmly. Yet if we look
      more closely, many are exposed to hardships during the initial phases of industrialization. Furthermore, the
      often widening income gap during such phases creates discontent among those with a relatively stagnant income
      level. In some cases the egalitarian appeal of certain religious beliefs such as Islam can create political
      turmoil. But in most parts of Pacific Asia such potentially destabilizing elements tend to be played down by the
      lure of growth and opportunities. Second, the transition from authoritarian to democratic politics seems to be
      conducted step by step, not drastically, in most parts of Pacific Asia. In many cases the system whereby
      regulated economics and authoritarian politics were conducted retains some of its old essential elements. By
      "essential elements" I mean the continued solid power position of internal security apparatuses and
      macroeconomic management institutions. Needless to say, internal security apparatuses have to become more
      conscious of the need to adapt to liberal politics and democratic rules of conduct. In many cases the apparatuses
      adopt more low-key roles while continuing to perform effective monitoring functions. Macroeconomic management
      institutions are important in Pacific Asia for a number of reasons. First, governments are devoted to running the
      economies properly. They are keenly aware of the simple fact that steady economic growth
      tends to ensure political stability even if authoritarian politics is practiced. Second, Pacific Asia desperately
      needs an international (i.e., global) free-trade regime for continued prosperity. Governments are constantly
      monitoring economic changes throughout the world in order to spot economic sectors in need of structural
      adjustments. Third, Pacific Asia being a mosaic of networks, governments are intensely involved in economic
      activities through a substantial range of discretionary power and a large number of bureaucratic regulations.
    


    
      The human rights and market liberalization issues are central to these important policies. Pacific Asia is
      peculiarly vulnerable to human rights issues because of its tenacious belief in putting the collective interest
      first and the individual interest second and putting economic development first and social redistribution
      second.19 The United
      States is a society where the human rights issue is also important domestically. It is only natural that many
      Americans stress human rights internationally also. They disclose severe violations of human rights in Pacific
      Asia. Yet many Pacific Asians are weary of U.S. preachings on human rights, recalling what Pacific Asians see as
      the U.S. government's gross infringements on human rights in such cases as Rodney King in Los Angeles and
      David Koresh in Waco, Texas. Possibly more important, the enormity of the poverty and crime problems in the
      United States does not encourage Pacific Asians to place too much trust in U.S. preachings. Here is an irony:
      While Americans preach human rights both at home and abroad, Pacific Asians tend to take American criticisms of
      their violations of human rights as politically motivated and possibly even racist statements that aim to
      undermine their political and social stability.20
    


    
      Market liberalization issues also touch the nerves of many Pacific Asians. The reason is that Pacific Asia loves
      free trade externally but hates interference into internal affairs. It regards money, finance, tax, and tariffs
      as matters of sovereignty. That is why the doctrines of neoclassical economics are well represented at academic
      and policy levels in most of Pacific Asia, and why what John Maynard Keynes would call the outdated doctrines of
      relatively obscure economists prevail in practicing economic management. Thus when the U.S. government attempts
      to liberalize markets in Pacific Asia, uproar and despair are expressed. The opposition to financial market
      liberalization has been especially strong. In Japan, for instance, the exceptionally powerful Ministry of Finance
      resists any suggestions. The U.S. government and many Japanese securities houses and nonbanks have been unable to
      persuade it to liberalize the financial market. The Japanese Liberal Democratic Party, the governing party
      between 1955 and 1993, tried in vain to strip the Ministry of Finance of all its monetary functions, leaving only
      the fiscal policy functions intact. The Ministry of Home Affairs wants to take away more government revenues from
      the Ministry of Finance's jurisdiction by federalizing the political system and giving
      far more taxing power to the prefectorial governments (these are under the jurisdiction of the Ministry of Home
      Affairs). So far the prospects for its success are not very bright, despite the new coalition government's
      stress on decentralization.
    


    Lessons for International Relations


    
      With the metaphors of the end of the Cold War, of geography, and of history used fairly freely to characterize
      how the world has changed and how Pacific Asia has been evolving during the time of a great transition of the
      late twentieth century, I have now come to the point of reflecting on these changes. A number of theoretical
      traditions exist to describe and explain them. They include a long list: structural realism, liberal
      institutionalism, functionalism, world systems analysis; there is a natural law theory, a realist theory, a
      fideist (a defender of the faith) theory, a rationalist theory, a historicist theory, and so on. Some of them
      have been scrutinized elsewhere already, so severely as to give many of them a death sentence.21 Since all these and other
      theories have not been employed in Pacific Asia as often and intensely as in North America or Western Europe, the
      purpose here is to suggest which issues and approaches might be fruitfully emphasized and elaborated. The
      following three key questions should be asked.
    


    
      	How can a security regime be constructed in a region where there has been no strong tradition of multilateral
      security arrangements and where there have been intense traditional rivalries?


      	How can a free-trade regime receive a revitalizing initiative from an area where there has been a strong
      developmental state mind-set and institutions and where deeper global economic integration is looked upon with
      suspicion?


      	How can liberal and democratic institutions be solidified in a region where collective welfare is placed
      before individual welfare and where economic development is put before political freedom?

    


    
      These key questions are posed as if they were policy questions. But asking them helps us to think more deeply
      about what kinds of approaches should be further developed in international relations theory. The trio of
      complexity, rapidity, and uncertainty in the evolution of Pacific Asia has defied the application of much of
      international relations theory in the recent past. Ironically, this might help international relations theory to
      emerge from Pacific Asia even if it might not reach the level of generality and abstraction of some of the North
      American international relations theories.
    


    
      To answer the first question, one must look into how some recent security-arrangements have been developed in
      Pacific Asia. One might look into the United Nations Transitional Authority in Cambodia and
      how it came into being on the basis of the Paris peace accord. One might also look into the International Atomic
      Energy Agency's nuclear inspection in North Korea on the basis of the Nonproliferation Treaty. Another
      relevant item is that police coordination to reduce crimes and drugs across borders and other cooperation
      networks are developing from a very low level. And one cannot overemphasize that the United States Armed Forces
      in Asia and the Pacific has been playing the role of a linchpin, even without a multilaterally organized, unified
      command and force structure. More recently, the U.S. armed forces tried to get regular consultation and active
      cooperative arrangements with China and India started, in addition to those they already have with traditional
      friends (Japan, South Korea, Thailand, and Singapore). Given the pragmatic and adaptive nature of Pacific Asian
      arrangements in the past, the approach suggested here stresses a rich and deep description of how multilateral
      cooperative institutions developed based on the vague notion of generalized reciprocity.22
    


    
      To answer the second question, one must look into how developmental state mind-sets and institutions have
      coexisted with a free-trade regime and realize that market liberalization is seen in Pacific Asia both as the
      positive reflection of growing interdependence and as a negative force that undermines the basis of a
      developmental state. One must also examine Pacific Asian policymakers' attitudes toward deeper interaction,
      seen both as the positive force of dismantling developmental states and their firms, possibly enabling them to
      adapt to the end of geography much more smoothly, and as a negative force eroding the distinctively national
      features of many economic and political practices.23 Data on Japan, the front-runner in Pacific Asia both in terms of the
      dismantling of the developmental state and in terms of deeper integration with the world economy, might provide
      the answers to these questions.
    


    
      To answer the third question, one must look into how Pacific Asia's emphasis on developmentalism and
      industrialism has promoted the view that the collective interest is above individual interest and that economic
      development should be given the highest priority, and how Pacific Asia might be able to reverse these priorities
      in favor of postdevelopmental, postindustrial, and postmodern values. Again, data on Japan, the front-runner in
      Pacific Asia in terms of economic development and democratization, might provide the answers. The optimist would
      say that the generally bright prospect for steady economic development in the region means that those mind-sets
      and institutions associated with certain stages of economic development stand to be weakened considerably. The
      pessimist would say that the prospect for Pacific Asia's economic success will prolong the life of those
      mind-sets and institutions, which will be further reinforced by collectivist cultural traditions.24
    


    
      In addition to considering this set of three new research areas, we might ask another three
      research questions specifically addressed to Japan's role in security, development, and democracy vis-a-vis
      other countries in Pacific Asia and vis-a-vis the rest of the world, given the major present and future
      importance of Japan in regional and global development.
    


    
      Japan's regional security role is expected to grow steadily to cope with the uncertain vigor of Pacific Asia
      and the rest of the world. The sophistication of technology in many civilian areas enables Japan to acquire and
      apply many high-tech items for military purpose. Despite 1993's lowest level of defense spending in relation
      to total government expenditure since 1960, two areas are given priority: First, the conventional area-defense
      capability has been armed with Air Warning and Air Command System-equipped aircraft and various missile defense
      systems. These weapons have been purchased from the United States in response to the growing force-projection
      capability of North Korea in recent years. Second, the capability to undertake transportation of forces has been
      enhanced in light of the need to send personnel and extend logistic support to UN peacekeeping and other kinds of
      operations abroad, most recently in Cambodia and Mozambique. They include medium-sized transport ships and
      transport aircraft. None of them can be characterized as "normal" aircraft carriers or
      "normal" transport aircraft. They do enable the Japanese Self-Defense Forces to operate independently
      abroad, albeit on a relatively small scale.
    


    
      Japan's growth prospect for the twenty-first century is not greater than that of other Pacific Asian
      countries such as China, Vietnam, and Indonesia. Yet it will probably register a somewhat higher growth rate than
      most Northern Hemisphere countries in North America and Western Europe, pulling up the region and the rest of the
      world (especially North America) to a more vigorous level of economic activities. As a major dynamo in the region
      and the world, Japan has the prospect of a continued respectable growth for the twenty-first century; Japan will
      not turn into a minor actor in the region. In other words, the late-comer economic boomers—China, Vietnam, and
      Indonesia, along with India, Russia, and the Central Asian republics—are likely to occupy a remarkably strong
      regional position. But they will not play a predominant economic position in Pacific Asia, or in the rest of the
      world. Conversely, the prospect of Japan or the United States dominating the region or the rest of the world
      seems less likely. At the same time, the technology level and all the associated resources of the United States
      and Japan seem to enable them to play an important role both in Pacific Asia and in other regions toward the next
      century.
    


    
      Japan's peculiar role of being the first non-Western country to achieve an advanced industrialized and
      democratic status seems to place the country in a unique position to advance democracy in Pacific Asia and the
      rest of the world, in particular the non-Western world. Many Japanese leaders seem to be
      content with the role of go-between, bridging the gap between the United States and the rest of Pacific Asia in
      quietly encouraging the latter toward becoming more democratic.
    


    
      But there are diverging attitudes in Japan. One extreme is to react very critically against the U.S. call for
      human rights in Asia. Some Japanese representatives at the 1993 Bangkok conference on human rights did exactly
      that. The other extreme is to ally completely with human rights activists in the United States, accusing most
      Pacific Asian governments of shortcomings in respecting human rights. The picture is complex, as the former
      reaction is not necessarily tied in with the political right-wingers (Asianists), and the latter is not
      necessarily expressed by the political left-wingers (Westernizers).
    


    
      In addition to this complex ambivalence, the idea of using official development assistance as an instrument to
      guide often blatantly authoritarian developing countries to more democracy and prosperity on the basis of the
      Japanese economic development model has been popular for some years in Japan. Whether and how Japan might be able
      to do so in concrete situations remains to be spelled out.
    


    Conclusion: Uneven Globalization and the End of Cold War in Pacific Asia


    
      Rather than proceeding from the nature of global change through its distinctively regional features and flavors
      to the development of new theories, this chapter has come to an end at the second stage. Instead of formulating
      new theory, I have proposed new sets of research questions that could be profitably pursued. That is perhaps
      inevitable because where there is no merciless destruction, there can be no earthshaking creation. In Pacific
      Asia there has been no merciless destruction of pre-Cold War structures and actors.
    


    
      Of the two major independent variables, uneven globalization and the end of the Cold War—and their effects on the
      three areas of security, development, and society—globalization, which has been unfolding at a steady pace in
      Pacific Asia, seems to be far more important than the end of the Cold War. After all, the former is a
      long durée variable and the latter is événementielle.
      More important, communism is alive in China, North Korea, and Vietnam, and the U.S. armed forces are not planning
      as drastic a reduction of forces in Pacific Asia as we have seen in Europe. Even if one can argue that peaceful
      evolution is taking place in all three communist countries due to globalization and liberalization of economic
      activities, the end of communist dictatorship has yet to come. Furthermore, even if one may argue that the U.S.
      armed forces are bound to leave in the longer term, their regional security role has been enhanced in the short
      term due to the prospect of increasing competition and growing uncertainty.
    


    
      It appears that a model of Pacific Asia circa 2000 looks as follows in the three areas of
      security, development, and politics: In security, there are concerns such as China's new emergence as a
      military power on solid economic feet, North Korea's nuclear possibility, and Japan's emergence as a
      high-tech military power active in UN peacekeeping and other kinds of operations. Such concerns are pulling the
      United States in the direction of staying in the region. The reasoning is, if you cannot beat the Pacific Asians
      in terms of economic competitiveness, then join them, anchoring them to the United States. In development, the
      globalization of Pacific Asia is proceeding based on the vigorous economic growth prospect and the aggressive
      thirst for global market access. The institutionalization of regionalism remains a soft formula, based on
      competing versions of loosely knit networks. In politics, liberalization and democratization proceed underneath
      the facade of continuing authoritarian legacies in such countries as Indonesia, Malaysia, Singapore, and,
      possibly, China. Given the robust nature of regional economic development and self-confident governing,
      evolutionary change seems more likely in politics, even though Pacific Asia might appear as less liberal than
      some other regions in the transitionary period.
    


    
      Needless to say, if the vigorous prospect for regional economic development is jeopardized by global
      protectionism and regional self-enclosure as well as by domestic political destabilization and acute
      international insecurity, a different model might emerge: In security, a warring period starts with the United
      States unable to play a balancing role effectively. In development, global protectionism and regional
      self-enclosure lead Pacific Asia to adopt a more institutionalized regional economy based on various types of
      networks. And in democracy, Western protectionism and regional self-enclosure breed the legitimization of various
      Pacific Asian paths of development and democracy, with less liberal elements remaining strong.
    


    
      In conclusion, more continuity and more stability amidst breathtaking change dominate the scene. It is not
      plus ca change, plus c'est la meme chose. Rather, "change takes place under
      the facade of continuity," seems to better capture the dialectics of Pacific Asia,
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    The Challenge of Globalization and Individualization: A View from Europe
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      Europe is arguably the one region in the world that has changed the most since the mid-1980s. But what has
      changed and why? Most of the change in Europe that has occurred since 1989 can be understood as a fundamental
      turbulence regarding the level and scope of political regulation. In Eastern Europe, centralized units of
      political decisionmaking are seriously challenged, and many newly established smaller units strive for
      participation in international institutions. In Western Europe, a powerful movement toward more political
      integration faces a similarly powerful nationalism even in those countries that are strongly integrated into the
      European Community. States such as Spain, Italy, and Great Britain are challenged by secessionist movements. I
      will argue that this turbulence is due to the dynamics of globalization and individualization. Both processes
      generate social change that continuously challenges the same competitive international system that compelled
      states to unleash these forces in the first place. Although this by no means is a historically new process, in
      Europe a new phase in this development began in the late 1980s. A development resembling the "great
      transformation" that disturbed Western Europe 100 years ago seems to be under way.1 Whereas during the second half of the
      nineteenth century, the great transformation consisted of a removal of political regulations on the local level
      and their reconstitution on the national level, currently, uneven denationalization undermines national political
      arrangements.
    


    What is Changing?


    
      To begin with, there are different notions of what Europe is. Some refer to Europe as the European Community or
      even only to its core area, that is, the
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      six countries that signed the Rome Treaties in 1957. Others have a more encompassing
      understanding and point to the so-called CSCE (Conference on Security and Cooperation in Europe) area, which
      includes not only all the former Soviet republics but also the United States and Canada. In this chapter,
      "Europe" refers to a region comprising the European Economic Area (the EC countries plus the former
      EFTA [European Free Trade Association] countries) and those countries of Eastern Europe that have the best
      chances of integrating into this region, that is, Poland, Hungary, the former Czechoslovakia, and parts of former
      Yugoslavia.
    


    
      This Europe has witnessed dramatic and perplexing events and developments since 1989. The fall of the Berlin Wall
      brought down the other physical barriers between the East and the West. At the same time, democratization made
      dramatic progress in most East European countries. Yet racism, secessionism, and nationalism appear to have grown
      since then; thus the political systems of EC core countries such as Italy, Germany, France, and Belgium face
      considerable instability. The Single European Act and the Maastricht Treaty temporarily set aside any doubts
      about the future of the EC. Yet the integration project for Western Europe was soon weakened due to a crisis in
      the European Monetary System and domestic resistance, especially in Great Britain and Denmark. The CSCE Charter
      of Paris and the democratization of Eastern Europe even fed hopes for "eternal peace" in Europe in its
      most encompassing definition, hopes that were, however, quickly belied by the balkanization of Eastern Europe.
    


    
      Obviously, these events and developments do not allow for any straightforward interpretation about the direction
      of change and thus are not easily grasped as one inseparable set of changes. Yet any casuistic account of the
      different changes neglects interrelationships among them. Therefore, I suggest conceptualizing the current change
      in Europe as consisting of two simultaneous movements—one toward political
      integration and one toward political fragmentation. Political integration refers to
      the extension of political regulations governing societal transactions and the interaction of political units
      (governance). It describes a process of coordination or integration of previously uncoordinated or even competing
      policies, most often accompanied by a sense of community defined as "agreement on at least one point: that
      common social problems must and can be resolved by processes of 'peaceful change.'"2 Political integration takes place
      when the density of international and transnational institutions increases in a given issue area. By contrast,
      political fragmentation refers to the reduction of the scope of political
      regulations. It describes a process of dissolution of previously harmonized or integrated policies, sometimes but
      not always accompanied by the willingness to employ force as a means to prevail in conflicts. Political
      fragmentation is indicated by a reduced density of international and transnational institutions in a given issue
      area.
    


    What Has Caused the Changes?


    
      Most explanations of change in Europe refer at some point to the concept "the end of the Cold War." For
      some, the end of the Cold War is the dependent variable in the study of change in European politics, for others,
      the major explanatory variable.3 However, both predominant conceptualizations fail to see the end of the
      Cold War as part of a broader turbulence that not only has affected the former socialist countries but continues
      to affect European and world politics as a whole.4 Hence both conceptualizations, the one considering all changes as part and
      parcel of the end of Cold War and the one seeing the changes as part of the Cold War's consequences, are not
      capable of taking into account the progress in European integration between 1986 and 1991. Moreover, both are
      bound to regard the balkanization of Eastern Europe as almost a necessary consequence of the end of authoritarian
      rule. To the contrary, the end of the Cold War is considered here as one instance of change (among others) that
      can be categorized as a case of movement toward political integration in Europe. To be sure, the end of the Cold
      War was followed by many instances of political fragmentation, thus pointing to the possibility of specific Cold
      War consequences that are at least partially independent of the forces that produced the end of the Cold War in
      the first place. In this sense, the end of the Cold War represents an "intervening variable" rather
      than merely a dependent or an independent variable in the study of turbulence in European politics.
    


    
      The simultaneous movements of political integration and political fragmentation raise two questions. First, when
      did the double movement originate? Current developments can be seen as an acceleration of long-term trends. By
      the end of the nineteenth century only 34 independent political units existed worldwide. Since then, empires have
      fallen apart and decolonization has rapidly increased the number of independent political units. Furthermore, due
      to secession movements in all areas of the world, the number of independent states has increased: In 1994, the
      United Nations had 184 member states. Simultaneously, however, international institutions have, except for the
      interwar period, grown in number. For example, in 1850, there were exactly 4 international governmental
      organizations, the number of which had grown to 26 by the end of the century. In 1994, there were about 300. In
      other words, the double movement of political integration and fragmentation had begun already in the second half
      of the nineteenth century and has been accelerating ever since the mid-1970s.
    


    
      Second, what kind of underlying forces prevailed in the latter half of the nineteenth century and through which
      causal mechanisms are the underlying forces linked with political integration and fragmentation? I argue that the
      simultaneous occurrence of integration and fragmentation in governance can best be
      understood as the consequence of two accelerating developments that represent social change. These developments generate forces favoring both political integration and
      political fragmentation. The first one can be called globalization and refers to the
      extension of societal transactions from the local to the national and from the regional to the global level. Any
      broadening of the borders of these transactions—"the place where there is some critical reduction in the
      frequency of a certain type of transaction"5— signifies globalization. The flow of trade and foreign investment, global
      ecological interdependence, and the distribution of weapons of mass destruction can be seen as indicators for
      globalization. Globalization currently increases interdependence among societies, thus providing the necessary
      condition for international institution-building (political integration); it also creates enormous political
      complexity and many "modernization losers," both of which are the seeds of political fragmentation. The
      second social development can be called individualization. It refers to the widening
      and deepening of the principle of individual self-determination accompanied by a dissolution of traditional
      alignments and the tendency to evaluate things on the basis of individual cost-benefit calculations.6 Change in the structure of the
      average family may well be a good indicator for this social process.7 Although individualization contributes to the democratization of
      societies, thus increasing the number of constitutional democracies and stabilizing existing democracies, it also
      often leads to the creation of new social cleavages and thus destabilization. Both, the process of globalization
      and the process of individualization, accelerated during the second half of the nineteenth century as well as
      from the mid-1970s on and thus may well account for the double movement of political fragmentation and
      integration.
    


    What are the Theoretical Consequences of the Changes?


    
      Explaining integration and fragmentation in governance with the social processes of globalization and
      individualization implies a distinction between society and governance on the international level that parallels
      the society-state distinction on the national level. According to the logic of the society-state distinction, the
      state does not represent a "territorial association of people" but a "specific set of
      administrative and coercive institutions" that is influenced by and in turn influences societal
      demands.8 Similarly,
      change in international governance need not necessarily be the result of interactions between states. It can also
      be caused by change in transnational social constellations, and in turn, transnational social constellations may
      be shaped by international governance. If globalization and individualization indeed need to be taken into
      account when explaining the current change in world politics, then the most fundamental consequence of theorizing
      about world poli
    


    
      TABLE 8.1 Principles
      of Governance and Waves of Social Change
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            	Territorial state—mercantilism

            	

            	Stability: coinciding capability of and demand for governance
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            	Globalization and individualization

            	
          


          
            	Late 19th/Early 20th

            	Nation-state—popular nationalism

            	

            	Turbulence: demand for governance outstrips supply
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            	Nation-state + international institutions—embedded liberalism

            	

            	Stability: coinciding capability of and demand for governance
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            	Ineffective nationstate + international institutions—uneven denationalization

            	

            	Turbulence: demand for governance outstrips supply
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      tics runs as follows: The study of social change must supplement the study of international politics to
      understand change in world politics.
    


    
      Table 8.1 is a periodization sketch of modern history based on this
      postulate. It shows the relationships between principles of governance, waves of social change (globalization and
      individualization), and the degree to which governance of societal transactions is provided. It suggests that
      currently, as in the late nineteenth century, waves of social change undermine existing governing arrangements
      and provide the dynamics for turbulence. The model summarizes the correlational argument and provides the
      organizing scheme of this chapter.9
    


    
      Globalization and individualization were originally put into place by a competitive state system in which
      external power considerations dominated political choices. Although this system already carried its seeds for
      transfermation, it proved stable for more than two centuries (see the section on the rise of
      the territorial state and mercantilism). The section on the great transformation and popular nationalism shows
      that the first wave of globalization and individualization brought with it the rise of popular nationalism in the
      nineteenth century. As a result, domestic considerations increasingly influenced international politics and
      caused turbulence that led to the great transformation. The section on the rise of international institutions and
      embedded liberalism argues that postwar international institutions that are based on the principle of
      "embedded liberalism" grew out of the ensuing interplay between domestic and international interests
      and allowed for a short period of stability. These international institutions shaped states' practices so
      that short-term interests had less influence on the choice of policies than before. In the section on the loss of
      national effectiveness, I argue that embedded liberalism, despite leaving room for national policies and
      peculiarities, nourished a further acceleration of globalization and individualization, leading to what I call
      uneven denationalization. Uneven denationalization carries the potential for another great transformation,
      challenging the most fundamental principle of governance in the modern state system: the sovereign nation-state
      as the predominant unit of decisionmaking. Against the background of the historical sketch, I outline, in the
      section on causes and consequences of uneven denationalization, a model of the causal mechanisms through which
      social changes shape the turbulence in world politics; hereby we may speculate about the consequences of uneven
      denationalization. Finally, I offer some reflections about the consequences for theorizing in international
      politics.
    


    The Rise of the Territorial State and Mercantilism


    
      During the twelfth and thirteenth centuries, the process of fragmentation that emerged from the fall of the Roman
      Empire came to an end. At this time, a fatal competition between differently organized political units set in and
      military battles intensified. While these wars further increased the suffering of the rural population, military
      occupation paid off for the successful lords.10 Some of them prevailed in certain areas and built the foundations of the
      territorial state by disarming competing princes and magnates.11 There has thus been an intimate relationship between wars, the
      necessity for extracting the means of war, and the establishment of an administrative apparatus for
      extraction.12 The
      warriors and lords of the thirteenth century were spontaneous racketeers, and the territorial state that emerged
      between the sixteenth and the eighteenth centuries had a somewhat different character. In a system characterized
      by competition, war, and conquest, a growing administrative apparatus gathered resources for
      the provision of security against military threats from similar but external units.
    


    
      The Westphalian Peace formalized a state system that comes close to Hobbes's view of anarchy, defined by the
      absence of a central authority and the absence of governing institutions. Freedom of
      action characterized the policies of the European powers, since no remaining concept of public law effectively
      circumscribed the behavior of states after the medieval idea of res publica
      Christiana had dissolved. This anarchy often culminated in diplomatic treachery. War coalitions were
      formed with little regard to tradition, religion, or dynastic marriage. Except for the united provinces, every
      European state fought both with and against the French during the reign of Louis XIV.13
    


    
      Facing this predicament, the rulers realized that they needed a strong and autonomous economy to defend and
      expand their position. The fierce competition created incentives for the development of technologies and for
      political institutions that increased economic power. It was the age of Colbert's mercantilism. Louis
      XIV's minister employed policies to stimulate the French economy, yet in doing so, his primary goal was not
      to improve the standard of living of the French population. He aimed at accumulating resources to finance wars
      and maintain a large standing army. The modern state was consolidated and organized internally to increase its
      power externally.14
      Whereas the competition between states was almost unrestrained, mercantilism proved to be stable from the early
      seventeenth century until well into the nineteenth century, with the great revolutions in France and America as
      forerunners of coming turbulence.
    


    The Great Transformation and Popular Nationalism


    
      Until the consolidation of the modern state system, the activities of monarchs and princes were more or less
      restricted to matters of warfare. They waged wars to eliminate external rivals, protected the population against
      tribute-takers from outside, and extracted the means for warfare from the population of the territory they
      controlled. In addition, the monarchs and princes extended the monopoly of force by eliminating internal rivals.
      The size of these newly emerging states was often much larger than required for the effective political
      regulation of societal transactions. The borders of the territorial state were more or less shaped by military
      calculation and thus sometimes encompassed large areas. The borders of societal and economic transactions (the
      lines beyond which one can observe a critical reduction in the frequency of those transactions) defined much
      smaller areas, mostly on the local level.15
    


    
      To be sure, because of competition, states developed additional activities over time: They
      distributed and guaranteed property rights, they adjudicated social conflicts, and finally they shouldered
      functions in the sphere of production. The territorial state thus fostered the "nationalization" of
      markets. Yet the economic change met growing resistance. Using all the means at their disposal, local authorities
      defended the principle of a noncompetitive local trade and an equally noncompetitive long-distance trade carried
      on from town to town. Hence, for some time to come, many political regulations remained on the local level:
      "The relations of master, journeyman, and apprentice; the terms of the craft; the number of apprentices; the
      wages of the worker were all regulated by the customary rule of the guild of the town. What the mercantile system
      did was merely to unify these conditions either through statute as in England or through the
      'nationalization' of the guilds as in France."16 However, the circumstances changed dramatically with the industrial
      revolution. It was at this point that the mercantilist equilibrium was undermined by social change and moved into
      a turbulent phase.
    


    Globalization


    
      The expansion of societal exchanges and transactions first led to deregulation, that is, a reduction of local
      regulations. The rise of competitive capitalism did not happen spontaneously; it required a state determined to
      create an integrated, formally free labor and commodity market on the national level. "Laissez-faire was
      planned."17 This
      process is best illustrated by what took place in England. In 1795, a pauper law was introduced (in Speenhamland)
      that granted subsidies in aid of wages in accordance with the price of bread so that a minimum income was
      guaranteed to the poor independent of their earnings. To be sure, most of the poor in Europe still were subject
      to the whims of their landlords and had hardly any rights. Yet unemployment was much less consequential than in a
      free labor market. People who lost their employment did not necessarily have to move to a place where it was
      available. Only in 1834 did the capitalist employers in England get their way with the introduction of a Poor Law
      Amendment that created a national labor market and left the remaining small subsidy payments to the hopelessly
      overburdened parishes.
    


    
      Not until the 1870s were the workers capable of organizing themselves to demand protection either by a strong
      workers union fas in England) or by the reintroduction of welfare payments from the state (as in continental
      Europe). By 1914, social insurance and legal protection for trade unions were introduced in Great Britain,
      France, and Germany. During the 1920s, even unemployment insurance and the eight-hour day (to be abandoned during
      war preparations thereafter) were established in these countries. Active state policies to ease economic
      downswings or to protect the environment were not established until the 1930s. In sum, the state-induced
      extension of the scope of economic exchanges and transactions first led to a deregulation of
      societal transactions and only subsequently to political regulations that restored protection of the poor
      (redistribution) and the provision of public goods on the national level.
    


    
      What were the consequences of the extension of societal transactions? The development of a national market
      economy and the industrial revolution produced unknown wealth. However, blatant social inequalities and the
      pauperization of considerable segments emerged to the extent that national political regulation lagged behind
      social nationalization. Although the growth of the intervention state in Europe alleviated the worst of these
      inequalities in a later period, it also established bureaucracies governing the local habits and creating the
      perception of an aloof power center. For the people, especially for the lower-middle classes, these complexities
      and uncertainties gave rise to feelings of being overwhelmed when faced with modernity. Therefore, the extension
      of societal and economic transactions not only laid the ground for the nationalization of regulations but
      provoked strong and disturbing resistance pointing toward fragmentation.
    


    Individualization


    
      The eventual establishment of national markets resulted in a shift from mercantilism to popular economic
      nationalism, which was paralleled by a political shift from absolutism to democracy—a form of political
      organization that emphasizes individual self-determination as a source of political legitimacy. The rise of the
      national market economy required enough people with a basic education, so that communication could take place
      across regions and so that individual workers could be replaced. Therefore, a demand for a centralized national
      education complementing the local acculturation arose. The provision of national cultures was facilitated by new
      forms of communication (journals and later newspapers). As a result, national languages and identities
      developed.18
    


    
      Of course, the content of the communication was not neutral. In the spirit of the enlightenment, traditional
      certainties and orientations were questioned and finally put aside. In their place, principles such as
      rationality and self-determination shaped the new communication and education. The complementariness of
      nationalism and democracy, as practiced by the American Revolution, thus determined largely the political ideas
      of the nineteenth century. Individual self-determination and the foundation of an independent national political
      community governed by the people appeared to be two sides of the same coin.19 The extension of the principle of individual
      self-determination went along with the democratization of the nation-state as well as with the nationalization of
      democratic movements. The first long wave of democratization took place.20 During this democratic phase of nationalism, the definition
      of the nation was still determined by bourgeois rationality. The rationale for the need of
      centralization was now largely economic. The notion of a minimal territorial size as a criterion for a legitimate
      and democratic nationalism was predominant; it was seen as a requirement for successful development.21
    


    
      What were the consequences of individualization? Two consequences of individualization and democratization stand
      out. First, the process of democratization strengthened the social forces preferring liberalization, so feudal
      resistance to modernization could be defeated even faster than before. Indirectly, this development further
      increased inequalities in terms of material distribution. Second, the process of democratization increased the
      number of people involved in political decisionmaking, at first primarily in the form of elections. Increased
      participation, however, changed the meaning of nationalism during the world economic crisis (1873-1896)
      dramatically. Whereas the impoverished masses displayed discontent and threatened the established political
      order, many manufacturers pushed governments to support their search for new markets and to protect home markets.
      Nationalism, freed from its democratic component, was in this situation the ideology of the political
      establishment. The fanatic, nondemocratic version of nationalism that began to fashion the map of European
      politics during the fin de siecle became an instrument for generating domestic legitimacy as the internal
      pressure for changing the distribution of political power and economic distribution mounted. Governments had a
      considerable domestic interest in mobilizing nationalism among their citizens to maintain their power.
    


    
      Nationalism finally transformed into an ethnic-racist amalgam as migration patterns grew throughout the world
      economic crisis. The petty bourgeoisie, who felt their status threatened, became the principal agent of fanatic
      nationalism, whereas the dominant classes, who originally utilized it, became its prisoners. As to foreign
      policy, nationalist rhetoric reduced the zone of international agreements considerably and so caused the fall of
      old and prevented the rise of new international institutions. Domestically, nationalist rhetoric fostered
      "isms" that created additional cleavages within the national societies, especially along ethnic-racist
      lines. In sum, individualization not only strengthened centralizing but also freed fragmentizing social forces.
    


    The Rise of International Institutions and Embedded Liberalism


    
      If dependence is described as a situation in which the effects of one actor's specific actions are contingent
      upon another actor's actions, European states were dependent upon each other from the very beginning of the
      modern competitive state system.22 The success of a state's attempt to achieve economic and military superiority over another was to some extent dependent upon actions of the other
      state. Throughout the seventeenth and eighteenth centuries, there was only weak regulation of this state
      interdependence. It rested mainly upon kinship bonds among the rulers and their ad hoc negotiations. This changed
      with the treaty agreed upon at the Congress of Vienna. The powers now agreed to hold meetings in the future to
      enforce the treaty and take up new issues as they arose. Several congresses resulted, which are of significance
      as an "experimental step toward international regulation" of European affairs.23 Although the Congress of Vienna indeed
      represented a forerunner of modern international institutions, it soon was outmoded, for it exclusively addressed
      state interdependence, that is, issues emerging from a system in which national borders were relatively
      impermeable to external activities. With the emergence of national economies, however, transnational exchanges
      grew considerably and events occurring within one European society affected events taking place in another
      without any state action being taken. Societal transactions across borders as well as states' interactions
      needed now to be regulated. This led to the rise of modern international institutions: international governmental
      organizations and international regimes.24
    


    
      With respect to the regulation of transnational activities, economic issues were for a long time the most
      important. Besides allowing for the standardization of industrial norms, international institutions aimed at
      limiting the tariff and nontariff barriers for international trade, at establishing a reliable international
      currency system, and at controlling financial markets. Those liberal international economic institutions operated
      more or less successfully under British leadership for most of the second half of the nineteenth century.
    


    
      The effectiveness of these institutions decreased as the end of the century came closer. The decline of British
      supremacy was only one reason for this. Domestic upheavals and the rise of fanatic nationalism in most
      industrialized countries were others. European societies began to protect themselves from the repercussions of
      laissez-faire liberalism. Consequently, the nation-state became more interventionist and societies were no longer
      willing to adhere to rigid liberal economic regimes as created during the British hegemony. The rise of
      interventionist domestic politics led to policies seeking to externalize economic problems by erecting trade
      barriers and by unilaterally devaluating currencies. As a result, liberal international institutions broke down.
      Conversely, ineffective international institutions compounded national economic difficulties.
    


    
      After World War II, the United States took the lead in building new international institutions. The GATT regime
      allowed for a liberalization of international trade, the Bretton Woods regime established a fixed exchange-rate
      system (which lasted until 1971), and the IMF-based regime controlled the flow of credits
      until the mid-1970s and then again from the early 1980s on. Furthermore, the EEC institutionalized a free-trade
      area in the core of Western Europe. It is important to understand the character of these institutions.
      Fundamental to them is the interventionist nation-state that funnels a large share of the GNP and that has
      developed a myriad of instruments to steer the national economy. The early industrial state of the nineteenth
      century mainly destroyed social regulation on the local level; the modern industrial nation-state has
      reconstructed an encompassing set of social regulations on the national level. Therefore, the postwar
      international economic institutions had "to devise a framework which would safeguard without, at the same
      time, triggering the mutually destructive external consequences that had plagued the interwar period. This was
      the essence of the embedded liberalism compromise: unlike the economic nationalism of the thirties, it would be
      multilateral in character; unlike the liberalism of the gold standard and free trade, its multilateralism would
      be predicated upon domestic interventionism."25
    


    
      Although economic institutions based on the principle of embedded liberalism obliged states to keep their
      economic policies within certain margins, they left room for developing different national styles. Some European
      states used this freedom to develop a market system with a strong social component, interventionist policies, and
      a strong welfare component.
    


    The Loss of National Effectiveness


    
      The postwar order, built on institutions embodying the principle of embedded liberalism, was extremely
      successful. It allowed for stable growth of the Organization for Economic Cooperation and Development (OECD) and
      especially the European economies for almost 30 years; it promoted the integration of the world economy, thus
      strengthening those groups in European societies that prefer an open economy;26 and it helped to avoid the closure of the
      national economies and the attempt to utilize devaluation for externalizing economic problems, when a new world
      economic crisis occurred in the 1970s. As a result, the consequences of the 1970s recession were much less
      disastrous than the ones in the 1930s. Moreover, in spite of the strong multilateral component of the postwar
      economic order, national protection from the worst consequences of unregulated market competition was possible.
      Postwar economic growth enabled some countries to develop their own economic policies with a focus on low
      unemployment and to extend their welfare system considerably.27 In brief, during the height of embedded liberalism the capacity to govern
      coincided with the demand for governance determined by the scope of societal transactions. Embedded liberalism,
      like mercantilism, represented an equilibrium, whereas the period of popular nationalism embodied turbulence that
      led to transformation.
    


    
      However, like the mercantilist policies in earlier centuries, embedded liberalism unleashed
      forces of globalization and individualization that undermined its very foundation. Especially in response to the
      recessions in the 1970s and 1980s and with the end of the Cold War, the effectiveness of national policies
      declined in an unknown way. As a result of accelerated globalization and individualization, the gap between the
      capacity to govern and the demand for governance was renewed. The ensuing turbulence may well cause a second
      "great transformation."
    


    Uneven Globalization


    
      The acceleration in uneven globalization since the mid-1970s has caused a loss of effectiveness of national
      policies in the spheres of welfare, culture and communication, and security.
    


    
      Welfare. All the four principal forms of economic policies that emerged between the
      seventeenth and nineteenth centuries, that is, stabilization, allocation, distribution, and regulation, required
      a national market in order to be effective.28 By the 1960s and 1970s, the growing importance of international trade as
      a component of a country's GNP restricted the effectiveness of national policies. The effects of any attempt
      to spur demand through increased government spending, for instance in France, will spread around the EC and, in
      fact, most of the OECD world. Since the mid-1980s, however, there have been additional major developments that
      suggest a leap in the process of economic globalization: (1) rapidly increasing foreign direct investments that
      grew four times as fast as world trade,29 (2) a growing enmeshment of multinational corporations that for some now
      justifies the term "transnational" corporations,30 (3) and an integration of financial markets caused by an increased
      capital mobility.31
    


    
      Earlier forms of interdependence between national economies made a breakup of economic relations between two
      European nations a costly decision (giving up well-established comparative advantages); nowadays such a breakup
      is hardly conceivable without a fundamental change in the whole organization of production and finance. Because
      "almost every factor of production (money, technologies, factories, and equipment) moves effortlessly across
      borders," as Robert Reich contends, the very idea of national economies "is becoming meaningless,"
      as are the notions of national corporation, national capital, national products, and national
      technology.32 To be
      sure, there is still not one integrated world economy and not even one fully integrated European economy. Yet the
      mentioned developments do show a movement that goes beyond merely interdependent national economies. The new
      quality of interdependence in economic relations gives transnational businesses improved exit options: In case of
      an unfriendly tax policy, profits can be transferred to other branches of the corporation, and investments can
      be directed more easily than ever to regions that have low standards of social and
      environmental regulations. As a result, we have witnessed increased competition among "industrial
      locations" implying, of course, a restricted range of effective national policies. In the absence of
      international institutions this may lead to a lowering of social and environmental standards.33
    


    
      Security. Although the means for national defense have often been abused in modern
      history, that the principal function of the state is to provide security against external forces can hardly be
      contested. However, with the development and deployment of nuclear weapons, even a powerful state is no longer
      able to provide security. Nuclear and other modern weapons of mass destruction tend to have irreversible effects,
      thus reducing the opportunity to wage war for the sake of national interest. In spite of this, during the Cold
      War the unilateral strategy of deterrence still prevailed. Since only few states had nuclear weapons at their
      disposal and since these states were considered as equipped with reliable control mechanisms and more or less
      reasonable leaders, nuclear deterrence provided the last resort of traditional notions of defense.
    


    
      In 1994, the situation changed fundamentally. The dissolution of the Soviet Union and the increased proliferation
      of nuclear material suggest that the use of weapons of mass destruction is no longer restricted to a few
      well-known states. From a European perspective, there is a sharply increased likelihood that nonstate actors (for
      instance, terrorist organizations) as well as small states with insufficient political and technical control
      mechanisms will soon have those weapons at their disposal.34 The whole notion of national security will then erode.
    


    
      Thus, internal security is increasingly dependent upon the activities of nonstate actors who are outside the
      realm of the nation-state. Organized crime has built up a global network and is increasingly difficult to control
      through national measures. Global ecological dangers are even more important in this context. The basic
      conditions for a healthy life can no longer be supplied through national means alone. Growing awareness of both
      global ecological dangers, as well as the increasingly uncontrolled proliferation of nuclear weapons, has created
      something that can be labeled "world risk society." The dangers to survival and health tend nowadays to
      be irreversible and universal in impact, threatening everyone's lives to a similar degree and independent of
      national borders.
    


    
      Culture and Communication. Although nationalism—especially in its new form of
      ethnonationalism, for instance, in the former Yugoslavia—is still shaking Europe, the role of the nation-state in
      providing the services that fed nationalism in the first place (a standardized language and education) has
      decreased remarkably. Besides the integration of markets, the spread of communication and
      information technologies is most important in this respect. Both of these developments allow for a further
      extension of an emerging (world) culture that is firmly based on Anglo-Saxon roots. American music dominates not
      only entertainment but increasingly classical music, too; American movies sell better and win more prizes than
      ever. Furthermore, English as the lingua franca seems today firmly established, and most computer programs are
      also of American origin. This success of Anglo-Saxon culture is, in my view, to a large extent caused by its
      integrative abilities and thus can be seen as an indication of a transnationalization of culture.
    


    
      The transnationalization of culture takes away another fundamental task of the nation-state. The scope of
      necessary standardized communication and standardized fundamental education has broadened dramatically. The
      provision of educational services allowing people to communicate with each other has become more important than
      ever, but these services no longer need to be supplied by nationally defined units.
    


    
      What are the consequences of globalization? Since the mid-1970s globalization has accelerated and the
      effectiveness of national policies to achieve desired ends has been drastically reduced. Therefore,
      interdependence among societies has increased. Societal interdependence, in turn, provides the most fundamental
      precondition for the rise of international institutions that foster the process of political integration. Seen
      from this perspective, the Single European Act and the Maastricht Treaty are not surprising at all. Hence, the
      current turbulence implies a profound challenge for the European nation-state: The legitimate authority of a
      state to make decisions within its jurisdiction may decline in favor of international institutions. Whereas
      secessionist movements in, for example, Scotland, the Basque provinces, Tyrol, and Lombardy are strongly
      resisting national obligations, they are apparently willing to comply with EC rules. However, as in the
      nineteenth century, when the transformation from local to national political regulation took place, any
      conceivable transformation process will hardly be smooth. It creates resistance and numerous uncontrolled
      dynamics. The resistance against the Maastricht Treaty, the crisis of the European Monetary System, and a
      renationalization in some Western European countries are only the most visible signs of this development.
    


    
      One might object that nation-states respond to interdependence by establishing international institutions and
      thus maintain sovereignty as well as control over ultranationalist forces. Accordingly, "interdependence
      does indeed challenge the effectiveness of purely national policy, but not the formal sovereignty of states; and
      on the whole, international institutions reinforce rather than undermine formal
      sovereignty."35
      Along the same line, it has been argued that the EC integration increased rather than decreased the role of the
      nation-state.36 Although
      it is correct that the absolute amount of state activity has grown with the rise of international institutions,
      the rise of international institutions is much too slow when compared to the speed of the
      process of globalization. As students of international institutions have shown in many case studies, the demand
      for international regimes is not directly translated into their provision. Other than a problematical social
      situation, which creates the demand in the first place, at least some supportive variables have to be in
      place.37 For that reason
      effective international institutions are absent in many issue areas that actually display a demand for them.
      Although we have experienced unprecedented growth of international environmental institutions since the
      mid-1970s, from an ecological point of view they are far from sufficient.38 Although the nonproliferation regime is an achievement as
      such, it is hardly prepared to control the proliferation of weapons of mass destruction after 1989.39 Although the stability of
      international economic institutions "after hegemony" is striking, the new challenges caused by the
      globalization of financial markets and the rise in foreign direct investment are not managed appropriately
      through existing international institutions.40 International governmental organizations (IGOs), indicating the
      internationalization of governance, have grown by a factor of approximately six since the beginning of the
      twentieth century. This is clearly much slower growth than that of transnational organizations—indicating the
      process of globalization—which have grown by a factor of approximately 27. Moreover, although in the 1980s there
      was a leap in globalization, the number of IGOs has not grown since the mid-1970s,41 In sum, with respect to international
      governance, need outstrips supply; there is net deregulation (decline of the effectiveness of national
      regulations minus international regulations equals net deregulation), which creates political turbulence in much
      the same way as excessive national regulation did in the 1930s—though for different reasons.
    


    
      In the long run, the failure to provide governance may bring people to question the nation-state as the focal
      point for decisionmaking. The repercussions of netderegulation are especially troublesome with respect to the
      distribution of socially valued goods. A polarization between rich and poor on a national as well as on a global
      scale has occurred since the mid-1970s and has resulted in a growth of poverty even in the industrialized
      countries. From the early twentieth century on, income distribution became somewhat more balanced in the
      industrialized countries, and the whole income level moved upward.42 From the mid-1970s on, however, there was a remarkable shift: The
      shape of family income distribution shifted in almost all countries in favor of the richer quintiles, and the
      level of income did not grow any more.43
    


    
      Whereas restoring political regulation on another level by developing international institutions has the
      potential to stop the widening of the income gap, it would aggravate another consequence of globalization—the
      general discontent with the complexities of modern politics. Citizens feel powerless when
      confronted with the political complexities created by the process of globalization and the restraints imposed by
      international institutions. Increasingly, there is resentment toward established politicians who govern "out
      of touch" in the capitals and in the cities where international organizations are located. The Eurocrats in
      Brussels are often seen as an unfortunate blend of bureaucrats and technocrats, as representing an insult to
      democratic thinking.
    


    
      Together, increasing inequalities and decreasing opportunities for political control create discontent and feed
      those antiestablishment movements that offer simple national solutions. National right-wing parties in Western
      Europe ride on the ticket of simple anti-Europeanism. Therefore, it is not unlikely that we will witness a
      further rise of racism, national sentiments, and narrow-minded protest movements even in the most developed
      countries of the EC and the OECD. This will result in an increasing inability of democratically elected leaders
      to sell international agreements at home. The Uruguay Round of the GATT negotiations and the negotiations in the
      aftermath of the Maastricht Treaty are hardly understandable without reference to political leaders who
      desperately try to maintain support at home. Consequently, the gap between the process of societal globalization
      and the internationalization of governance may well widen and provide the basis for more
      fragmentation.44 As a
      result, the legitimacy of the nation-state as the authority in political decisionmaking may decline, yet for
      completely different reasons than imagined by the internationalists.
    


    Individualization


    
      The spread of the principle of individual self-determination has also accelerated since the mid-1970s. The
      replacement of traditional orientations in favor of individual cost-benefit calculation is the essence of
      individualization. Sociologists point to the decline of the bourgeois family, consisting of parents and their
      offspring, and to the related pluralization of styles of privacy, which provides new opportunities to choose, as
      major indicators for this new wave of individualization in Western Europe.45 Within these countries, individualization leads to the
      introduction of institutional and technological mechanisms that enlarge the sphere of individual
      self-determination.46 In
      other places, the current wave of individualization embodies only the introduction of the bourgeois notion of
      privacy. One important consequence of this stage of individualization is the third wave of democratization in the
      late twentieth century. Since 1974, somewhere between 30 and 50 countries experienced for the first time free
      general elections.47
      Overall, it seems fair to conclude that democratic ideas have gained universal acceptance, even though we are far
      from their universal application.48
    


    
      Although the third wave of democratization to some extent has origins similar to those of earlier waves, new
      factors are important. Probably the most important new factor is the supportive role of new
      communication technologies. They have led to a decline of states' effectiveness in determining the content of
      the culture and communication within their borders. The increased permeability of communicative borders has
      literally erased the possibility of a monopoly of information. As a result, democratic ideas were transplanted
      into societies governed by authoritarian regimes and strengthened by the success of democratic revolutions. The
      cascading breakdown of socialism in Eastern Europe in 1989 can be seen as a case in point.49
    


    
      What are the consequences of individualization? The positive effects of democracies for political integration
      have been convincingly demonstrated. Democracies do not fight each other and they can coordinate and integrate
      competing policies based on a sense of community. Moreover, established democracies are much more resilient in
      the face of a performance crisis during an economic recession than are authoritarian regimes. It is thus argued
      that the stable democratic political systems of Western Europe will not give in to nationalist and other
      fragmentizing sentiments and that, in the long run, the social groups gaining from the process of globalization,
      which is arguably a majority, will prevail. Moreover, the enmeshment of international institutions in the
      pluralistic societies in Western Europe is already so advanced that only violent eruptions can destroy the
      networks of internationalized governance. In this perspective, it is furthermore expected that the new
      democracies in Eastern Europe will soon join the process of political integration in Europe.
    


    
      However, there is an important difference between the state of democracy and the process of democratization. Once
      again, a look back to the nineteenth century, to the first wave of democratization, shows that this process has
      never been smooth. Currently in Eastern Europe, the two most immediate effects of the democratization of
      authoritarian regimes seem to be the liberalization of economic policies and the increased participation of the
      people, who are suddenly confronted with a lot of choices and uncertainties. The new wave of individualization in
      already consolidated democracies in Western Europe has similar side effects. Citizens reject any form of state
      tutelage, thus in effect paving the way for deregulation. The rejection of any rules of conduct based on
      tradition contributes to the lack of sources for identity formation, especially for younger people.50 In addition, economic
      liberalization and deregulation further increase inequalities and aggravate social problems. Increased
      participation and the dissolution of traditional orientations may well inflame or even create cleavages and
      conflicts when desperate leaders use identity formation for rallying support. In times of turbulence, identities
      flow easily.51 Whereas
      in the late nineteenth century fanatic nationalism seemed to be most effective for the purposes of conservatives,
      today references to ethnic groups, stirring up internal conflicts, or to notions of civilizations, creating
      external conflicts, are salient. In Western Europe, especially in Germany and France,
      conservative politicians have used immigration and asylum issues in attempts to regain votes from right-wing
      extremist parties and to abash the more passive socialist parties. Elsewhere, over two-thirds of the states that
      have recently introduced electoral politics contain significant ethnic cleavages,52 and polities in transition have a much higher
      incidence of interstate conflict involvement than polities without regime change.53
    


    
      The general temptation to abuse processes of identity formation for electoral purposes is increased by other
      features of the current situation. First, the low effectiveness of national policies reduces the effective space
      for political choices regarding the really decisive yet complex issues in the areas of economy, ecology, and
      security. In order to rally support, politicians are especially tempted to reduce politics to matters of simple
      choices about values. Identity formation, the treatment of "foreigners," and the Tightness or wrongness
      of certain sexual preferences or abortion are those value questions that create emotions and, at the same time,
      allow for simple national solutions—two properties of issues that are conducive to building political support.
      Those conflicts over values, however, have a high potential of creating rigid cleavages.54
    


    Causes and Consequences of Uneven Denationalization


    
      The fundamental challenge for European politics after the end of the Cold War consists in the following:
      Nation-states respond to a leap in globalization both too slowly and too quickly. Since the rise of international
      governance is slower than the process of globalization, the loss of effectiveness of national policies is not
      adequately replaced by effective international institutions. This causes a substantial deficit in the capacity to
      govern in all issue areas. As one domestic consequence, an increasingly unequal distribution of socially valued
      goods prevails within European societies. Since the rise of international governance is still remarkable but not
      accompanied by mechanisms for its democratic control, people become alienated from the remote political process.
      I call this process uneven denationalization. Because of uneven denationalization,
      the nationally oriented citoyen is increasingly powerless to curb the activities of
      the globally oriented bourgeois. The democratic state in Western Europe is confronted
      with a situation in which it is undermined by globalization and overarched by the rise of international
      institutions. This predicament resembles the one of uneven nationalization within most West European nations
      during the second half of the nineteenth century, when political regulations on the local level were pushed aside
      before new national regulations took place. Uneven nationalization led to the decline of
      mercantilism and the rise of popular nationalism. Today, embedded liberalism is challenged (see Table 8.1 for a scheme summarizing this correlational argument).
    


    
      It is hard to predict the eventual outcome of uneven denationalization. One might distinguish an optimistic and a
      pessimistic scenario, both of them receiving support from the first great transformation as well as from
      developments since the mid-1970s. Whereas the pessimistic scenario points to instances of political fragmentation
      and emphasizes the disruption caused by turbulence, the optimistic scenario predicts, at least in the end, the
      triumph of political integration. The latter emphasizes, above all, the functional needs for international
      institutions that arise from increased interdependence among societies. In addition, it highlights the success of
      democracy and the rise of analytical skills among the citizenry that allow for the democratic control of very
      complex political arrangements. By pointing to the importance of increased interdependence, the rise of
      international institutions, the stability of democratic structures, and the civilization of the individual,
      optimists identify the major elements of political integration and of what might constitute a "process of
      civilization" of an evolving world society.55 In the optimistic scenario, we would expect the growth of a complicated
      and intricate set of international, transnational, and subnational institutions, all built on nonhierarchical
      forms of political self-organization. "Complex international governance" might be an appropriate label
      for this scenario in which different kinds of partial orders, varying in regional scope and function,
      coexist.56 Regarding
      such a vision, there is no question that (Western) Europe is one of the most promising regions in the world.
      Pessimists, however, emphasize first of all that durable governance requires a superior force as a necessary
      background condition. Since the nation-state hardly will give up its monopoly of force and the right to impose
      taxes on its citizens, international governance will necessarily remain underdeveloped. Moreover, the
      relationship between democracy and the nation-state is, according to the pessimists, so close that the
      democratization of international institutions is bound to fail. For these reasons, pessimists expect the
      unevenness of denationalization to increase, including all its negative repercussions such as inequality, lack of
      democratic control, and cleavages along ethnic and civilizational lines. All the mentioned problems are clearly
      visible in Western Europe; they are further aggravated by the huge economic and ecological problems in Eastern
      Europe. Taken together, the negative repercussions of globalization and democratization may cause a general
      breakdown in both domestic and international institutions, with no guarantee for the development of new
      instruments to maintain political and economic order.
    


    
      [image: Image]

      
        FIGURE 8.1 The
        Sources of Uneven Denationalization
      

    


    
      Figure 8.1 is a model of the causal mechanisms leading from
      globalization and individualization to the simultaneousness of political fragmentation and political integration.
      The model suggests that the mechanisms currently at work resemble the ones that brought about the transformation
      in the late nineteenth century. The model summarizes the causal argument of this
      chapter by pointing to the processes that undermined the equilibriums of mercantilism and embedded liberalism
      and, respectively, led or may lead to their transformation.
    


    Conclusion: The Obsolescence of Structural Realism


    
      What, then, are the consequences for theorizing about world politics? Figure 8.1 contains some categories that need to be considered in analyzing world
      politics; in this final section, I want to argue that the still-predominant theory of international politics,
      structural realism, does not offer a valuable alternative. Although the competitive self-help system that emerged
      in the sixteenth and seventeenth centuries is elegantly expressed in this structural realist theory of
      international politics, each change described in the preceding historical sketch undermined the adequacy of
      structural realist assumptions about world politics.
    


    
      In an eloquent description, Joseph Grieco characterizes structural realism as based upon three such assumptions:
      "Realist theory assumes that states are the key actors in world politics, that they are rational, and that
      their preferences and choices are largely shaped by the absence of centralized international
      authority."57
      Without a central authority, states, due to their superior military capabilities, are the key actors in
      international politics. In this anarchic environment, it is in their best interest to maintain and to extend
      their power resources. In cases where states' leaders fail to further this interest or in cases where they
      act irrationally, they risk their state being eliminated. Therefore, only states acting in line with and thereby
      reproducing the rules of the competitive self-help system are able to survive.
    


    
      Due to its static character, realist theory can neither explain social change nor, in turn, completely understand
      the consequences of social change for the interstate system.58 Yet much social change has occurred since the seventeenth century, when
      the state system was first established in Europe. Ironically, it is the competitive character of the state system
      itself that compelled states to unleash the dynamics of globalization and individualization. As a result, the
      three aforementioned assumptions of structural realism do not fit the reality of world politics at the end of the
      twentieth century.
    


    The Challenge of Domestic Politics


    
      The rise of nationalist policies before and after World War I undermined the realist notion of a primacy of
      foreign policy, according to which states conduct their foreign policy for strategic reasons as a consequence of
      international circumstances and not to further domestic ends. Strong, unassimilated, preindustrial feudal and
      influential military elites, a cartelized political system, and misconceived utilizations of "myths of
      empire" against democratization movements were the conditions under which expansionist interests easily
      prevailed, even if it was definitely not in the best state interest to attempt expansion.59 If the causes for aggressive
      policies are partially internal, then states and societies lacking the previously mentioned
      characteristics ought to behave more peacefully and cooperatively. Compatible with such reasoning, it has been
      shown that democracies do not fight each other60 and that democratic countries characterized by the political dominance of
      economic sectors firmly integrated into the world market usually favor policies allowing for international
      institution building.61
    


    
      One might place these findings about the relationship between domestic and international politics in a more
      general context. Since the mid-1970s, the central issue of academic debates about the modern democratic state has
      been the degree of its autonomy relative to the society it governs. Society-oriented positions reject the notion
      of state autonomy and explain state policies as mere outgrowths of the interplay between different interest
      groups in a given society. According to autonomy-oriented positions, however, states "pursue goals that are
      not simply reflective of the demands or interests of social groups, classes, or society."62 The notion of relative state
      autonomy allowed for many interesting and important studies about the role of the state in the formulation of
      policies and the development of society. But note the carefully chosen formulation "not simply
      reflective" and compare it to the claim of structural realism: The state pursues foreign policy goals that
      (largely) derive from its position in the international system. By conceptualizing the state as a
      national-territorial totality, the structural realist theory of international politics has to assume something
      like complete state autonomy. However, the developments of globalization and
      individualization undermined complete state autonomy, if it ever existed. In 1994, to say the least, society may
      well be heterogeneous, consisting of different social classes and interest groups with different interests
      regarding world politics. The access of these groups to the state may be different depending upon the power and
      political skills of the groups as well as the strength and organization of the governing institutions—the
      state-society relation is a variable. Therefore, with the beginning of the twentieth century, structural
      realism's notion of state interests that are largely determined by the anarchic international system is at
      odds with what political science tells us.
    


    The Challenge of Embedded Liberalism


    
      The notion of embedded liberalism is yet another challenge to structural realists who do not expect that
      international institutions play a role in an anarchic self-help system. Although institutionalists often accept
      interstate power competition as a basic feature of the international system, they argue that states cooperated in
      many issue areas even "under anarchy" and that international institutions such as the EC or the
      international economic regimes influenced state behavior in favor of cooperation.63 Institutions mattered, at least by changing
      incentives for cooperation, in that they provided information, reduced uncertainty, and reduced transaction
      costs. Already those functions of international institutions may well explain why
      international regimes created under the condition of U.S. hegemony persisted even after the relative decline of
      U.S. power.64 In
      addition, international institutions influence domestic bureaucratic routines, create vested interests, and may
      foster a process of learning, thereby changing the domestic constellation of interests.
    


    
      The mere persistence of international institutions and embedded liberalism after a change in power distribution
      poses a troublesome problem for structural realist theory. Therefore, structural realists argue that
      institutionalists failed to prove their claim, since they studied only economic issue areas in the OECD context.
      Accordingly, in those issue areas the emergence and persistence of international institutions can hardly be
      surprising. The institutionalist claim needs rather to be validated in "hard cases" such as security
      matters in a confrontational relationship, in which the relative-gains orientation of the states is
      predominant.65 However,
      this structural realist defense disregards that in the 1970s international regimes came into existence even in
      the realm of the East-West relations and that those East-West regimes also proved resilient when the overall
      relationship between the superpowers worsened considerably in the early 1980s.66
    


    
      The role of international institutions in world politics since 1945 thus casts doubt on the realist theoretical
      notion that states act permanently according to power considerations. In day-to-day interactions, states appear
      to follow institutional rules rather than constantly calculating the costs and benefits of their actions. This
      argument does not question the notion of rational pursuit of self-interest as such. It does, however, add the
      component of institutional rules and a sense of a priori obligation to follow legitimate rules.67 In this sense, the age of embedded
      liberalism further weakened realist assumptions.
    


    The Challenge of Uneven Denationalization


    
      Both scenarios about the consequences of uneven denationalization, the optimistic one emphasizing political
      integration and the pessimistic one emphasizing political fragmentation, imply a vital challenge to the
      nation-state as the sole key actor of world politics—the most fundamental assumption of structural realism. The
      role of the nation-state will, according to the optimists, be drastically reduced in favor of other international
      and transnational institutions. In the pessimistic scenario, the nation-state, as the most visible political
      institution, could become the focus of protest and upheaval. Uneven denationalization, then, may well lead to
      increased questioning of the nation-state as the legitimate decisionmaking authority.
    


    
      To be sure, the nation-state will not just be erased by the social responses to the challenge of uneven
      denationalization. The modern nation-state is more than just a political institution for regulating social
      transactions, it also is a powerful corporate actor with enormous resources at its disposal.
      Therefore, nation-states will play a role of utmost importance in tackling the challenge. However, in a
      historical situation in which very different corporate actors, the state being one of them, respond to uneven
      denationalization, the future role of the nation-state cannot be taken as a given. Other powerful corporate
      actors may prefer to utilize other, possibly more effective, institutions for the regulation of world politics,
      or they may aim at deregulation. Correspondingly, people may increasingly look for other, subnational as well as
      supranational, institutions as the foci of legitimate political authority. It may be that none of the European
      nation-states that existed in 1975 will exist in the same form in the year 2025. Some of them have already
      changed their territorial foundation (the Federal Republic of Germany), others were just dissolved (the German
      Democratic Republic, the Soviet Union), and many new states have arisen (Russia, Ukraine etc.). Furthermore, the
      institutions of the EC seem to generate a political organization sui generis that can be understood neither as a
      simple intergovernmental institution nor as a regional state. From a European point of view, structural realism
      just seems to assume away one of the most important issues in the study of world politics when the sovereign
      nation-state responding to the security dilemma is taken as a given in world politics.
    


    
      Therefore, all three fundamental assumptions of structural realism ought to enter the analysis—as important
      variables instead of as given constants. Which nation-states will in which issue areas maintain their
      predominance in world politics, and which other corporate actors may play a decisive role? Under which conditions
      are states able to pursue broader interests instead of being captured by particularistic interests and national
      sentiments? Under which conditions do states act in line with institutional rules instead of with short-term
      interests? There is no way to answer these questions convincingly and to decide whether the optimistic or the
      pessimistic outlook is more adequate unless we gain an improved understanding of how social interests regarding
      international issues unfold. The most fundamental questions in the study of world politics in a period of
      turbulence are therefore about the determinants of societal responses to globalization and individualization.
    


    
      The man and woman in the street know that their world is changing and worry about it.
      Above all, unease about present or impending changes is behind the widespread disenchantment with political
      leaderships, whether in advanced industrial nations like America, France, and Japan, in existing or recently
      dissolved Marxist regimes, in large parts of Latin America and Africa, in the Asian giants of India and China,
      or, for that matter, in the Muslim world, where discontented youths turn to fundamentalist prescriptions. Much of
      this is suppressed in authoritarian states, but in both the older and the newer democracies the demand for
      political responses to the new challenges is immense.
    


    
      This is one of the concluding remarks of Paul Kennedy's advice about how to prepare for
      the twenty-first century.68 It seems fair to conclude that academics ought to be prepared to concede
      that the realist notion of international politics, with anarchical self-help and the security dilemma as
      constituting elements, is no longer sufficient to describe the fundamentals of world politics at the end of our
      century. The study of social change is necessary for preparing the discipline of international relations for the
      twenty-first century.
    

  


  
    9
    

    Hobbes's Dilemma and Institutional Change in World Politics: Sovereignty in International Society


    
      ROBERT O. KEOHANE
    


    
      As the editors of this volume explain in Chapter 1, any coherent attempt
      to understand contemporary international relations must include an analysis of the impact of two factors:
      long-term tendencies toward globalization—the intensification of transnational as well as interstate
      relations—and the more immediate effects of the end of the Cold War and the collapse of the Soviet Union. For the
      United States, accustomed to being both relatively autonomous and a leader of a "free world" coalition,
      both of these changes have immediate impact. Indeed, the very concept of world leadership is up for grabs as it
      has not been since World War II. Like other contributors to this volume, I do not expect the end of the Cold War
      to lead to a new world order, which President George Bush sought to celebrate in 1991. Voltaire is reputed to
      have said that the Holy Roman Empire was neither holy, nor Roman, nor an empire, and one could say about the new
      world order that it is neither new, nor global in scope, nor an order. A focus on the effects of the end of the
      Cold War, and of globalization as defined by the editors, is more fruitful.
    


    
      As a result of the end of the Cold War, the United States is likely to reduce its global ambitions and be
      disinclined to enter into new alliances, although U.S. policymakers will continue to seek to enhance the role of
      NATO and U.S. leadership in it. U.S. economic rivalry with former Cold War allies will no longer be muted by the
      need to remain united in the face of a Soviet threat, as Joanne Gowa anticipated on theoretical grounds before
      the end of the Cold War.1 Severe competitive pressures on major U.S. corporations, resulting both
      from the rapidity of technological change and from globalization, are combining with anxiety about rapid
      increases in Japanese (and more generally, East Asian) economic capabilities relative to
      those of the United States to increase policymakers' concern about the competitive position of the United
      States in the world economy. Economic strength is ultimately the basis for economic and military power, and the
      United States can no longer take its economic preponderance for granted. U.S. domestic policies will increasingly
      be oriented toward maintaining competitiveness in the world economy, which in turn requires technological
      leadership and may also involve further attempts to organize a trade and investment bloc, as in the North
      American Free Trade Agreement (NAFTA). Increasing concern in the United States about its commercial
      competitiveness was evident before the end of the Cold War but has been accentuated by the collapse of the Soviet
      Union. The Soviet collapse reduces both the U.S. need for allies against another superpower and the incentive for
      U.S. commercial rivals to defer to U.S. leadership.
    


    
      During the early years of the Cold War, world politics was unusually hierarchical in structure. The United States
      was to a remarkable degree economically and militarily self-sufficient: At least for some time, it could have
      managed to be quite autarchic. However, U.S. policymakers viewed autarchy as unattractive, since it would have
      forced the United States to forgo the economic benefits of foreign trade and investment, and it could have led to
      the creation of a coalition against the United States that included the potential power centers of China, Japan,
      and Western Europe. The impact of autarchy on U.S. political institutions, Assistant Secretary of State Dean
      Acheson told Congress in 1945, would be severe: "If you wish to control the entire trade and income of the
      United States, which means the life of the people, you could probably fix it so that everything produced here
      would be consumed here, but that would completely change our Constitution, our relations to property, human
      liberty, our very conception of law."2
    


    
      The decision by the United States in 1945 to maintain a capitalist economy with increasing openness (measured by
      such indicators as trade and investment as shares of gross domestic product) has been a crucial source of the
      globalization—the increasingly global character of social, economic, and political transactions—that we now
      experience. And the outward orientation of U.S. policy clearly owes a great deal to the Soviet challenge and the
      Cold "War. Now that the Cold War is over, globalization continues apace and has implications for sovereignty
      that affect the United States as well as other capitalist democracies.
    


    
      Yet globalization coexists with an older feature of world politics: States are independent entities with diverse
      interests and have no guarantees that other states will act benignly toward them or even keep their commitments.
      World politics is a "self-help system," as Kenneth N. Waltz has expressed it, in which states seek to
      maintain and insofar as feasible expand their power and in which they are concerned about their power relative to
      others as well as about their own welfare.3 One of the earliest and most powerful expressions of these
      assumptions about human nature and human interactions was enunciated by Thomas Hobbes in the seventeenth century.
      Hobbes, who was thinking principally about domestic politics and civil strife but who referred also to
      international relations, developed an argument for unified sovereignty and authoritarian rule that led to what I
      will refer to as Hobbes's dilemma. Hobbes's dilemma encapsulates the existential tragedy that results
      when human institutions collapse and people expect the worst from each other, whether this occurs in Somalia,
      Bosnia, or the Corcyrean Revolution described by Thucydides: "Death thus ranged in every shape. ... There
      was no length to which violence did not go.... Reckless audacity came to be considered as the courage of a loyal
      ally; prudent hesitation, specious cowardice; moderation was seen to be a cloak for unmanliness; ability to see
      all sides of a question, inaptness to act on any. ... The cause of all these evils was the lust for power arising
      from greed and ambition."4
    


    
      However, Hobbes's dilemma is not a statement of immutable fact, since it can be avoided; indeed, it can be
      seen as an expression of the dead end to which Hobbesian assumptions can lead. Properly appreciated, it is less
      an insightful key to world politics than a metaphor of the "realist trap."5 Adopting an institutionalist perspective, I
      suggest that one way out of the realist trap is to explore further the concept of sovereignty. Sovereignty is often associated with realist thinking; and globalist writers
      sometimes argue that its usefulness and clarity have been diminished in the modern world.6 In contrast, I will argue that
      sovereign statehood is an institution—a set of persistent and connected rules
      prescribing behavioral roles, constraining activity, and shaping expectations7—whose rules significantly modify the Hobbesian
      notion of anarchy. We can understand this institution by using a rationalistic argument: Its evolution can be
      understood in terms of the rational interests of the elites that run powerful states, in view of the
      institutional constraints that they face. Our prospects for understanding the present conjuncture—globalization,
      the end of the Cold War, the dubious prospects for a new world order—will be enhanced if we understand the nature
      of sovereignty.
    


    
      The first section covers Hobbes's dilemma and the failure of Hobbes's solution to it and includes a brief
      summary of institutionalist responses at the domestic and international levels of analysis. In the section on
      sovereignty under conditions of high interdependence I develop an argument about how sovereignty is changing in
      those areas of the world characterized by "complex interdependence," areas within which multiple
      channels of contact exist among pluralistic societies and between which war is excluded as a means of
      policy.8 In the section
      on zones of peace and conflict I introduce a cautionary note by arguing that we are entering a period of great
      diversity in world politics, with zones of conflict as well as a zone of peace, and therefore emphasizing the limits to institutionalist solutions to Hobbes's dilemma. The section on
      responses to conflict is an inquiry into the relevance of institutionalist thinking in a partially Hobbesian
      world and returns to the theme aforementioned: the prospects for world leadership in a globalized world after the
      Cold War.9 The issue of
      leadership, of course, is of particular relevance to the United States and of especial interest to U.S.
      strategists and observers.
    


    
      In this chapter I do not sketch a vision of what the world should be like—if I were to do so, I would outline a
      Rawlsian Utopia or offer a political strategy for change. Rather, as a social scientist I seek to analyze some of
      the actual changes in the international system from the standpoint of the United States and the institutionalist
      international relations theory that I have sought to develop. Rather than speculate on current events, I have
      sought to identify a major institution, that of sovereign statehood, and ask in light of past experience how it
      is changing. Hence I do not try to survey recent changes but to focus on sovereignty both as a lens through which
      to view the contemporary world and as a concept with implications for international relations theory. My hope is
      that what may appear idiosyncratic in my account will lead to some insights even if it does not command universal
      acceptance.
    


    Hobbes's Dilemma and the Institutional Response


    
      We can summarize Hobbes's dilemma in two propositions:
    


    
      1. Since people are rational calculators, self-interested, seeking gain and glory, and
      fearful of one another, there is no security in anarchy. Concentrated power is necessary to create order;
      otherwise, "the life of man [is] solitary, poor, nasty, brutish and short."10
    


    
      2. But precisely because people are self-interested ana power-loving, unlimited power for
      the ruler implies a predatory, oppressive state. Its leaders will have ex post incentives to renege on
      commitments; ex ante, therefore, they will find it difficult to persuade their subjects to invest for the long
      term, lend the state money, and otherwise create the basis for wealth and power. This is what Martin Wight calls
      "the Hobbesian paradox": "The classic Realist solution to the problem of anarchy is to concentrate
      power in the hands of a single authority and to hope that this despot will prove a partial exception to the rule
      that men are bad and should be regarded with distrust."11
    


    
      Hobbes firmly grasped the authoritarian-predatory state horn of his dilemma. Partly because he regarded reason as
      the servant of the passions, he was pessimistic about prospects for cooperation among people not controlled by a
      centralized power. His solution is to establish "Leviathan," a centralized, unified state enabled
      "by terror ... to form the wills of them all to peace at home and mutual aid against their enemies
      abroad."12 Yet
      Hobbes's solution to the problem of domestic anarchy reproduces his dilemma at the
      international level: The Hobbesian solution creates a "war of all against
      all." Sovereigns, "because of their independency, are in continual jealousies and in the state
      and posture of gladiators."13 Under neither general anarchy nor the Hobbesian solution to it can
      international trade or other forms of economic exchange flourish: Property rights are in both circumstances too
      precarious.
    


    
      For Hobbes, the fact that war is reproduced at the international level is not debilitating, since by fighting
      each other the sovereigns "uphold the industry of their subjects." That is, the gains from
      international economic exchange that are blocked by warfare are dwarfed by the gains from internal economic
      exchange; and the "hard shell" of the nation-state, described over 30 years ago by John Herz, protects
      subjects from most direct depredations of international war.14 Since it is not necessary to overcome anarchy at the international level,
      the contradiction inherent in the Hobbesian paradox does not pose the problems for Hobbes's approach to
      international relations that it poses for his solution to problems of domestic anarchy.
    


    
      In much realist thought Hobbes's international solution has been reified as if it were an essential quality
      of the world. Yet by his own argument about the consequences of anarchy, its implications seem morally
      unacceptable. Only the ad hoc assumption that rulers can protect their subjects appears superficially to save his
      solution from condemnation by his own argument. Even in the seventeenth century, the Hobbesian external
      solution—anarchy tempered by the ability to defend territory—only worked for island countries such as England.
      The Thirty Years' War devastated much of Germany, killing a large portion of the population; the population
      of the state of Württemberg fell from 450,000 in 1620 to under 100,000 in 1639, and the great powers are
      estimated to have suffered 2,000,000 battle deaths.15 If the result of accepting realist pessimism is inevitable military
      conflict among the great powers, locked into a mutually destructive competition from which they cannot escape,
      then rather than celebrating our awareness of tragedy, we had better look for a way out of the realist trap.
    


    
      Both of Hobbes's solutions to his dilemma are deficient. Indeed, their deficiencies stem from the same cause:
      the lack of attention to how institutions can profoundly affect self-interested action by changing constraints
      and incentives. Institutions are not a substitute for self-interest, but they shape self interest, both
      domestically and internationally.16
    


    
      Hobbes's internal solution is politically vitiated by the Hobbesian paradox: It is only viable if the ruler
      has qualities that he cannot be expected to have given the assumptions of the theory. Otherwise, absolute rule
      will lead to a predatory state, whose economically self-defeating nature is well explained by the political
      economy literature with its origins in the thought of Adam Smith. In Smith's view, economic growth depends on
      an institutional framework for market exchange and the provision of public goods.
      Improvement in productivity results from the division of labor; the division of labor "is limited by the
      extent of the market"; markets are defined as areas over which transactions can take place at similar
      prices, which implies political action to establish money and remove barriers to exchange.17
    


    
      Hobbesian monarchs had incentives to expand internal markets, since they would capture part of the gains from
      trade, but their time horizons were shorter than those of the states that they controlled; thus they had
      incentives to capture immediate gains at the expense of long-term growth, as the repeated defaults of the
      Hapsburg emperors on their debts illustrate. Furthermore, they had difficulty making credible commitments that
      would guarantee property rights precisely because these rulers were unconstrained by law. Their predatory states
      could provide some order but could not credibly commit themselves. They could not create proper incentives to
      produce and invest. Hence at the domestic level the Hobbesian solution is fundamentally flawed.
    


    
      If predatory states cannot make credible domestic commitments, they can hardly do so internationally, where lack
      of enforceability of promises is compounded by the ever-present danger of war. Economically, therefore, the
      Hobbesian solution implies that international economic exchange will be limited to balanced trade not requiring
      credible commitments. Neither governments nor firms will knowingly and willingly invest in specific assets
      subject to opportunistic expropriation by others.18 In the contemporary world Hobbesian states will not be able to reap the
      vastly expanded benefits of international scientific, technological, and economic exchange, without which no
      state can long remain a great power. And since they are vulnerable to the security dilemma, they may well become
      involved in destructive military conflicts.
    


    
      Hence the Hobbesian solution in the contemporary world is self-defeating: It creates internal oppression,
      external strife, technological backwardness, and economic decay. Indeed, its failure is illustrated by the fate
      of the Soviet Union. The Soviet Union chose an essentially Hobbesian path: internally, by constructing a
      centralized authoritarian state and externally, by seeking autarchy and being suspicious of international
      cooperation and its institutionalized forms. Internally, the Soviet approach failed for similar reasons to those
      that neoclassical economic historians have cited for the poor growth records of absolute monarchies, although the
      Soviet Union compounded its commitment problem by arrogating all key property rights to the state—that is, to the
      Communist Party elite acting collectively—and by creating a cumbersome bureaucratic structure that did not have
      incentives to act efficiently or to innovate. Nevertheless, many of the Soviet Union's weaknesses were
      inherent in its inability to make credible internal or external commitments. The collapse of the Soviet Union
      suggests, although it does not demonstrate, the futility of Hobbesian thinking for modern
      states in the contemporary world.19
    


    
      But Hobbes's dilemma remains; How can political order be created given the nature of human beings?
    


    Institutions: Constitutional Government and Sovereignty


    
      The historically successful answer to Hobbes's dilemma at the internal level—constitutional government—is
      very different from that proposed by Hobbes. Liberal thinkers have sought to resolve Hobbes's dilemma by
      building reliable representative institutions, with checks on the power of rulers, hence avoiding the dilemma of
      accepting either anarchy or a "predatory state."20 These institutions presuppose the establishment of a monopoly of force
      within a given territory; hence the emphasis of realist international relations theory on the role of state power
      helps to explain their existence. However, regardless of institutions' dependence on state power, liberal
      insights are in my view important for understanding contemporary world politics. Changes in the nature of states
      profoundly affect international relations, and although world politics falls short of the normative standards of
      liberalism, it is more highly institutionalized than realists think.
    


    
      For liberals, constitutional government must be combined with a framework of stable property rights that permit
      markets to operate in which individual incentives and social welfare are aligned with one another.
      "Individuals must be lured by incentives to undertake the socially desirable activities [that constitute
      economic growth). Some mechanism must be devised to bring social and private rates of return into closer parity.
      ... A discrepancy between private and social benefits or costs means that some third party or parties, without
      their consent, will receive some of the benefits or incur some of the costs. Such a difference occurs when
      property rights are poorly defined, or are not enforced. If the private costs exceed the private benefits,
      individuals ordinarily will not be willing to undertake the activity even though it is socially
      profitable."21
    


    
      The political argument of constitutionalism is familiar: Constitutionalism is to constrain the ruler, thus
      creating order without arbitrariness or predation. Economically, constitutional government created institutions
      that could make sovereigns' promises credible, thereby reducing uncertainty, facilitating the operation of
      markets, and lowering interest rates for loans to sovereigns, thus directly creating power resources for states
      with constitutional governments.22 Constitutionalism involved a modification of the traditional conception
      of sovereignty, dating to the thought of Jean Bodin and reflected in that of Hobbes. This conception linked
      sovereignty to will, "the idea that there is a final and absolute authority in the
      political community."23 This notion, however, was challenged by theorists such as Locke and
      Montesquieu, whose ideas were developed and applied by the American revolutionaries. The debates between 1763 and
      1775 in the American colonies over relations with Britain "brought into question the entire concept of a
      unitary, concentrated, and absolute governmental sovereignty."24 As James Madison put it in a letter of 1787 to Thomas Jefferson:
      "The great desideratum of Government is, so to modify the sovereignty as that it may be sufficiently neutral
      between different parts of the Society to control one part from invading the rights of another, and at the same
      time sufficiently controuled itself, from setting up an interest adverse to that of the entire
      Society."25 Thus
      internal sovereignty became pluralized and constitutionalized in liberal polities.
    


    
      Externally, Hobbes's dilemma of internal anarchy versus international anarchy was traditionally dealt with,
      if not resolved, by the institution of sovereignty. Internationally, formal sovereignty can be defined, as Hans
      J. Morgenthau did, as "the supreme legal authority of the nation to give and enforce the law within a
      certain territory and, in consequence, independence from the authority of any other nation and equality with it
      under international law."26 This doctrine is traditionally seen as an outcome of the Peace of
      Westphalia, although Stephen Krasner has recently argued convincingly that this "Westphalian system"
      was not inherent in the treaties signed in 1648.27 As Martin Wight and the English school of international relations have
      shown, the function of the concept of sovereignty changed over time: "It began as a theory to justify the
      king being master in his new modern kingdom, absolute internally. Only subsequently was it turned outward to
      become the justification of equality of such sovereigns in the international community."28 By the eighteenth and nineteenth
      centuries, as Hedley Bull explains, the conception of sovereignty as reflecting equality and reciprocity had
      become the core principle of international society. The exchange of recognition of sovereignty had become "a
      basic rule of coexistence within the states system," from which could be derived corollaries such as the
      rule of nonintervention and the rights of states to domestic jurisdiction.29
    


    
      This is not to imply that rulers were either altruistic or that they followed norms of international society that
      were in conflict with their conceptions of self-interest. On the contrary, I assume that self-interest, defined
      in the traditional terms of maintenance of rule, extension of power, and appropriation of wealth, constitutes the
      best explanatory principle for rulers' behavior. However, the institution of sovereignty served their
      interests by restraining intervention. Intervention naturally led to attempts to foster disunion and civil war
      and therefore reduced the power of monarchs vis-a-vis civil society. Hence, agreement on principles of
      nonintervention represented a cartel-type solution to a problem of collective action: In specific situations, the
      dominant strategy was to intervene, but it made sense to refrain conditional on others' restraint. With respect to intervention, as well as logically,
      sovereignty and reciprocity were closely linked. Traditional sovereign statehood was an international institution
      prescribing fairly clear rules of behavior. Indeed, between the late seventeenth and the mid-twentieth centuries
      it was the central institution of international society, and it continues to be so in much of the world. It is
      true that world politics was "anarchic" in the specific sense that it lacked common government and
      states had to rely on their own strategies and resources, rather than outside authority, to maintain their status
      and even, in extreme situations, their existence. But this "anarchy" was institutionalized by general
      acceptance of the norm of sovereignty. To infer from the lack of common government that the classical Western
      state system lacked accepted norms and practices is to caricature reality and to ignore what Bull and Wight
      referred to as international society.30
    


    
      International institutions include organizations, formal rules (regimes), and informal conventions. The broad
      institutional issue to which traditional sovereignty was an appropriate response is how to preserve and extend
      order without having such severe demands placed on the institutions that they either collapse or produce more
      disorder. The key question is how well a set of institutions is adapted to underlying conditions, especially the
      nature and interests of the interacting units. The Westphalian system was well adapted, since the essential
      principle of sovereignty was consistent with the demand for freedom of action by states, relatively low levels of
      interdependence, and the desire of rulers to limit intervention that could jeopardize their control over their
      populations. As reductions in the cost of transportation increased the potential benefits from international
      trade, adaptations in the institution of sovereign statehood were made to permit powerful states to capture these
      gains. Colonialism enabled European states to capture such gains in the nineteenth century, but it was premised
      on the assumptions that intraimperial gains from trade would outweigh losses from interimperial barriers; that
      resistance by colonized peoples would be minimal; and that colonialism would retain legitimacy in the metropoles.
      By 1945 all of these premises were being challenged, not least in the United States. Oceanic hegemony,
      established first by Britain, then by the United States, constituted another response to the need for a set of
      enforceable rules to control opportunism, but it proved to be vulnerable to the consequences of its own success:
      the rapid growth of other countries and their resistance to hegemonic dominance. Yet as noted earlier, the
      restoration of traditional sovereignty would not create the basis for large-scale economic exchange under
      conditions of high interdependence. Fundamental contracting problems among sovereign states therefore generate a
      demand for international regimes: sets of formal and informal rules that facilitate cooperation among
      states.31 Such regimes
      can facilitate mutually beneficial agreements—even though they fall far short of instituting
      rules that can guarantee the ex ante credibility of commitments.
    


    Sovereignty under Conditions of High Interdependence


    
      To judge from renewed debates about the concept, traditional notions of sovereignty seem to be undergoing quite
      dramatic change. On issues as diverse as ratification of the Maastricht Treaty for European integration and the
      role of the United Nations in Iraq, sovereignty has once again become a contested concept.
    


    
      One way of thinking about this process has been articulated eloquently by Alexander Wendt, who puts forward the
      hypothesis that interactions among states are changing their concepts of identity and their fundamental
      interests. States will "internalize sovereignty norms," and this process of socialization will teach
      them that "they can afford to rely more on the institutional fabric of international society and less on
      individual national means" to achieve their objectives.32 Georg Sorensen sees this process of socialization as breaking the
      neorealists' automatic link between anarchy and self-help.33
    


    
      Wendt himself has modestly and perceptively acknowledged that the force of his argument depends on "how
      important interaction among states is for the constitution of their identities and interests."34 Furthermore, for rational
      leaders to rely more on international institutions to maintain their interests, these institutions need to be
      relatively autonomous—that is, not easily manipulated by other states. Yet evidence seems plentiful that in
      contemporary pluralistic democracies, state interests reflect the views of dominant domestic coalitions, which are constituted increasingly on the basis of common interests with
      respect to the world political economy.35 And the history of the European Community—the most fully elaborated and
      authoritative multilateral institution in modern history—demonstrates that states continue to use international
      institutions to achieve their own interests, even at the expense of their partners.
    


    
      At a more basic theoretical level, no one has yet convincingly traced the microfoundations of a socialization
      argument: how and why those individuals with influence over state policy would eschew the use of the state as
      agent for their specific interests in order to enable it to conform to norms that some self-constituted
      authorities proclaimed to be valid. The only major attempt in recent centuries to found an international
      institution on untested belief— the League of Nations—was a tragic failure. The League could only have succeeded
      if governments had genuinely believed that peace was indivisible and that this belief was shared sufficiently by
      others that it would be safe to rely "on the institutional fabric of international society." But in
      fact, that belief was not shared by key elites, and in light of long experience with the
      weakness of international institutions, it is hard to blame them.36 Idealists hope to transmute positive beliefs into reality; but the
      conditions for the success of this strategy are daunting indeed.
    


    
      Despite the wishful thinking that seems to creep into idealistic institutionalism, its proponents usefully remind
      us that sovereign statehood is an institution whose meaning is not fixed but has indeed changed over time. And
      they have shown convincingly that sovereignty has never been simply a reflection, at the level of the state, of
      international anarchy, despite Kenneth Waltz's definition, which equates sovereignty with
      autonomy.37 If
      idealistic institutionalism does not provide an answer to questions about the evolution of sovereignty, it
      certainly helps open the door to a discussion of these issues.
    


    
      I propose a rational-institutionalist interpretation of changes in sovereignty. Just as cooperation sometimes
      emerges from discord, so may intensified conflict under conditions of interdependence fundamentally affect the
      concept of sovereignty and its functions. The concept of sovereignty that emerges, however, may be very different
      in different parts of the world: no linear notion of progress seems applicable here. In this section I will just
      sketch the argument for changes in sovereignty under conditions of complex interdependence.
    


    
      Sovereignty has been most thoroughly transformed in the European Community (EC). The legal supremacy of community
      over national law makes the EC fundamentally different, in juridical terms, from other international
      organizations. Although national governments dominate the decisionmaking process in Europe, they do so within an
      institutional context involving the pooling and sharing of sovereignty, and in conjunction with a commission that
      has a certain degree of independence. As in the United States, it is difficult to identify "the sovereign
      institution" in the European Community: There is no single institutional expression of the EC's will.
      Yet unlike in the United States, the constituent parts retain the right to veto amendments to the constitutional
      document (in the EC case the Treaty of Rome), and there is little doubt that secession from the community would
      not be resisted by force. So the European Community is not by any means a sovereign state, although it is an
      unprecedented hybrid, for which the traditional conception of sovereignty is no longer applicable.38
    


    
      Interdependence is characterized by continual discord within and between countries, since the interests of
      individuals, groups, and firms are often at odds with one another. As global economic competition among sectors
      continues to increase, so will policy contention. Indeed, such discord reflects the responsiveness of democracies
      to constituency interests. A stateless competitive world market economy, in which people as well as factors of
      production could move freely, would be extremely painful for many residents of rich countries: the quasi-rents they now receive as a result of their geographical location would
      disappear. Matters would be even worse for people not protected by powerful governments who had to face economic
      agents wielding concentrated power or supported by state policy. It is not surprising, therefore, that people
      around the world expect protective action from their governments—and in Europe from the European Community and
      its institutions—and that free trade is more a liberal aspiration than a reality. In a bargaining situation,
      concentrating resources is valuable, and only the state can solve the collective-action problem for millions of
      individuals. Hence as global competition intensifies with technological change and the decline of natural
      barriers to exchange, public institutions are likely to be used in an increasing variety of ways to provide
      advantages for their constituents. In most of the world, the state is the key institution: The state is by no
      means dead. In Europe, supranational and intergovernmental institutions play a significant role, along with
      states. Economic conflict between the EC and other major states, and among states (within and outside the EC) is
      likely to be accentuated by the end of the Cold War, which has reduced incentives to cooperate on economic issues
      for the sake of political solidarity.39
    


    
      The mixture to be expected of multilateral cooperation and tough interstate bargaining is exemplified by recent
      patterns in international trade. During the 1980s the GATT dispute-settlement procedure was more actively
      employed than ever in the past; and it frequently led to the settlement of trade issues.40 Furthermore, the Uruguay Round of GATT will
      subject many service sectors and agriculture to multilateral regulation to which they have not been subject
      previously and should thus lead to substantial liberalization of world trade. However, bilateralism appears to
      have grown during the 1980s with the negotiation of formal bilateral agreements by the United States as well as
      the maintenance of so-called voluntary export restraints and the use of bilateral agreements to resolve issues on
      which major countries such as the United States have taken aggressive unilateral action. Between 10 and 20
      percent of OECD imports are subject to nontariff measures; in some sectors such as textiles the figures approach
      50 percent. In December 1993 the Uruguay Round GATT negotiations were brought to a successful conclusion after
      having continued for almost three years beyond their original deadline of December 1990. But we simultaneously
      observe increases in globalization and in mercantilist policy.41 Yet I expect that the OECD democracies will continue to have
      sufficient interest in securing the benefits of the international division of labor such that full-scale economic
      warfare, much less military conflict, will remain unlikely.
    


    
      Under these conditions of complex interdependence, and even outside of the institutions of the EC, the meaning of
      sovereignty changes. Sovereignty no longer enables states to exert effective supremacy over what occurs within their territories: Decisions are made by firms on a global basis, and other states'
      policies have major impacts within one's own boundaries. Reversing this process would be catastrophic for
      investment, economic growth, and electoral success. What sovereignty does confer on states under conditions of
      complex interdependence is legal authority that can either be exercised to the detriment of other states'
      interests or be bargained away in return for influence over others' policies and therefore greater gains from
      exchange. Rather than connoting the exercise of supremacy within a given territory, sovereignty provides the
      state with a legal grip on an aspect of a transnational process, whether involving multinational investment, the
      world's ecology, or the movement of migrants, drug dealers, and terrorists. Sovereignty
      is less a territorially defined barrier than a bargaining resource for a politics characterized by complex
      transnational networks. Although this shift in the function of sovereignty is a result of interdependence,
      it does not necessarily reduce discord, since there are more bargaining issues between states that are linked by
      multiple channels of contact than between those with barriers between them. Such discord takes place within a
      context from which military threats are excluded as a policy option, but distributional bargaining is tough and
      continuous.
    


    
      I suggest, therefore, that within the OECD area the principle and practice of sovereignty are being modified
      quite dramatically in response to changes in international interdependence and the character of international
      institutions, In the European Community the relevant changes in international institutions have a juridical
      dimension; indeed, one implication of European Community law is that bargaining away sovereignty to the EC may be
      effectively irreversible, since the EC takes over the authority formerly reserved to states. In other parts of
      the OECD area, states accept limits on their formerly sovereign authority as a result of agreeing to multilateral
      regimes with less organizational or legal authority than the EC; and sovereignty may therefore be easier to
      recapture, albeit at a cost, in the future. In the aspiring democracies of Eastern Europe, some of my colleagues
      have recently observed a pattern of "anticipatory adaptation," by which one of these countries
      unilaterally adopts "norms associated with membership in an [international] organization prior to its
      actually being accorded full status in that organization."42 We can understand the pattern of often conflictual cooperation among
      the economically advanced democracies as one of "cooperation under anarchy" if we are very careful
      about what anarchy means, but it may be more useful to see it as a question of institutional change.43 The institution of sovereign
      statehood, which was well adapted for the Westphalian system, is being modified, although not superseded, in
      response to the interests of participants in a rapidly internationalizing political economy.
    


    Zones of Peace and Conflict: A Partially Hobbesian World


    
      Unfortunately, the institutionalist solution to Hobbes's dilemma is difficult to implement both domestically
      and internationally. Although constitutional democracy was remarkably successful in Western Europe and North
      America, it requires demanding conditions to be realized. These conditions are not met in much of the world and
      are unlikely to be met during the next several decades. Many countries of the former Soviet Union, much of the
      Middle East and Asia, and almost all of Africa do not have good prospects of becoming constitutional democracies
      in this generation. They have not built up social capital in the form of practices of cooperation, norms of
      participation, and institutions of civil society.44 Nor do many of them have characteristics that seem correlated with the
      recent "third wave" of democratization, such as broad-based economic development, the prevalence of
      Christianity, proximity to democratic regions, and previous experience with attempts at
      democratization.45 It is
      indeed remarkable how much democratization has taken place since the mid-1970s, and in some parts of Latin
      America, Eastern Europe, and Asia democracy seems to have quite a good chance of taking root. However, in many
      countries democratization has been shallow. Indeed, it is quite possible that the "third wave" is
      already beginning to recede.
    


    
      Enthusiasm for a new world order might lead some to believe that even if democratization does not spread
      spontaneously, powerful democratic states will act to ensure democracy worldwide. In this view, collective
      security will be instituted not merely against aggression but against autocracy. Democracy will be achieved not
      from the bottom up but from the top down. This scenario seems to me to overlook issues of incentives for the
      powerful states and the basis of policies in interests. Democracies may act to stop starvation or extreme abuses
      of human rights, as in Somalia, but they are unlikely to sacrifice significant welfare for the sake of democracy,
      particularly when people realize how hard it is to create democracy and how ineffective intervention often is in
      doing so. Reintegration of China into the world economy after 1989, Western acceptance of coups in Algeria and
      Peru, and weak support for Yeltsin in Russia all suggest the naivete of the view that powerful democracies will
      institutionalize democracy on a global basis.
    


    
      What seems more likely is that domestic and international political institutions will remain highly varied in
      form, strength, and function in different parts of the world. The OECD area, or much of it, will remain
      characterized by complex interdependence. Nationalism may be strengthened in some countries but will not threaten
      the status of the OECD area as a zone of peace in which pluralistic conflict management is successfully
      institutionalized. International regimes will continue to provide networks of rules for the management of both interstate and transnational relationships, although increased economic
      competition is likely to both limit the growth of these regimes and provide grounds for sharp disagreements about
      how their rules should be applied. The domestic institutional basis for these regimes will be provided by the
      maintenance of pluralist, constitutional democracies that will not fight each other, whose governments are not
      monolithic, and between which there is sufficient confidence that agreements can be made.46 As argued in the previous
      section, sovereignty is likely, in these areas, to serve less as a justification of centralized territorial
      control and a barrier to intervention and more as a bargaining tool for influence over transnational networks. It
      will be bargained away in somewhat different ways within different contexts involving security, economic issues,
      arrangements for political authority, and cultural linkages among countries.47'
    


    
      In other parts of the world complex interdependence will not necessarily prevail. Some of these areas may be
      moving toward a situation in which force is not employed and in which the domestic conditions for democracy are
      emerging: This seems to be true in much of East Asia and Latin America. In others relatively stable patterns of
      authoritarian rule may emerge or persist. For much of the developing world, therefore, some shift toward
      sovereignty as a bargaining resource in transnational networks will be observable. For instance, the developing
      countries were able to use their ability to withhold consent to the Montreal Protocol on depletion of the ozone
      layer to secure a small fund to facilitate the transition to production of less harmful substitutes for
      chlorofluorocarbons (CFCs).48
    


    
      In much of the former Soviet Union and in parts of Africa, the Middle East, and Asia, however, neither domestic
      institutions nor prospects of economic gain are likely to provide sufficient incentives for international
      cooperation. In these zones of conflict, military conflict will be common. The loyalties of populations of states
      may be divided, as in Bosnia, along ethnic or national lines, and no state may command legitimacy. Secessionist
      movements may prompt intervention from abroad, as in Georgia. Governments of neighboring countries may regard
      shifts of power in nearby states as threatening to them and be prompted therefore to intervene to prevent these
      changes. New balances of power and alliances, offensive as well as defensive, may emerge in a classic and often
      bloody search for power and order. Since traditional security risks—involving fears of cross-border attacks,
      civil wars, and intervention—will remain paramount, sovereignty will remain highly territorial and the evolution
      toward sovereignty as a bargaining resource in transnational relations that is taking place in the OECD area will
      be retarded. Intervention and chaos may even ensue.49
    


    
      We do not know precisely which regions, much less countries, will be characterized by endemic strife. On the
      basis of past conflict or ethnic division, the Middle East, much of Africa, the southern tier of the former
      Soviet Union, and parts of South Asia would seem to be in the greatest danger. In Chapter 6 in this book, Vladislav Zubok is relatively optimistic about the
      prospects that Russia will not disintegrate despite the stressful transition that it is now experiencing, and
      Gowher Rizvi, in Chapter 4, emphasizes the coherence provided to the
      multiethnic Indian state by its democratic institutions. To suggest that Hobbesian conflict is likely to occur in
      certain areas of the world is not to make a deterministic argument that all countries in those geographical
      regions are doomed to internal collapse and external war. Nor is this to forecast a bifurcation of the world: There will be a range of patterns, from highly institutionalized
      patterns of complex interdependence (as in Western Europe) to the conflict-ridden exercise of force. The point of
      referring to zones of peace and zones of conflict, however, is to emphasize that in much of the world, order
      cannot be taken for granted (see also Chapter 1).
    


    Responses to Conflict: Is the United States Bound to Lead?


    
      Threats to the rich democracies from the zones of conflict may include terrorism, unwanted migration, the
      proliferation of nuclear weapons, and ecological damage. The United States and other rich countries will attempt
      to deter or prevent such threats to their vital economic, military, or ecological interests. They will seek to
      isolate conflict, reduce refugee flows, keep nuclear weapons from being used, make nuclear power plants safer or
      shut them down, and limit wars so that large wars do not occur. Preventive diplomacy is likely to take new forms.
      Relations between the North and South (both increasingly differentiated) will also be affected to some extent by
      feelings of injustice that some Northerners have toward the blatant inequalities of contemporary world
      politics.50 However,
      with the Cold War ended, Northerners will demand better government in the South in return for aid: As one
      participant commented at the meeting discussing draft chapters for this book, "We don't want to write
      more checks for Mobutu."
    


    
      Some proponents of a new world order have suggested that intervention will become much more extensive, that
      unified action by the major powers under the aegis of the United Nations will enable these states, working within
      this international institution, to subordinate the sovereignty of smaller states to their rule. As Inis L. Claude
      and Martin Wight both pointed out early, the UN's founders in 1945 believed that the successful working of
      the United Nations would depend on great-power unanimity.51 And consistent with their realist premises, the United Nations has been
      effective in peace enforcement only when the permanent members of the Security Council have been
      united.52
    


    
      But sovereignty is not likely to be so easily superseded by joint action. Conflicts of
      interest among the permanent members of the Security Council will appear, as occurred with respect to Bosnia in
      spring 1993. Indeed, since the costs of intervention are specific to the intervenor but the benefits are diffuse,
      endemic free-rider problems will develop. These conflicts of interest are likely to be accentuated by one aspect
      of globalization: intense international economic competition. Insofar as policing the world draws attention and
      material resources away from commercial technological innovation, governments are likely to be increasingly wary
      of it. The combination of globalization and the end of the Cold War will, therefore, reduce the incentives for
      major powers to maintain order in the zones of conflict. We will observe more frequently the "after you,
      Alphonse," routine that was evident in Bosnia—with the United States urging more vigorous use of force on
      the Europeans and the Europeans suggesting that the United States first send ground troops that would be exposed
      to retaliation themselves.
    


    
      In one sense the United States remains, in Joseph Nye's felicitous phrase, "bound to lead": As the
      Iraq and Bosnian crises made clear, only the United States has the combination of economic and military
      capabilities and political prestige and self-confidence to take decisive action in such situations.53 As the Gulf War showed, the
      United States no longer has the material capabilities to lead unilaterally without the financial and political
      support of others. Hence it has to persuade rather than dominate; and it can only persuade when, as in the Gulf
      but not in Bosnia, it is willing to make a major commitment itself, putting its soldiers as well as its economy
      and its political prestige at risk. Yet the end of the Cold War means that the United States is no longer bound
      to lead in the sense of clearly having to do so in order to pursue its own self-interests. On few issues outside
      its borders—indeed, only on those involving either influence over major centers of manufacturing and
      technological power, especially Western Europe and Japan, or access to oil resources, as in the Middle East—are
      U.S. interests sufficiently involved that such a commitment would make sense. On other issues, U.S. leadership
      will tend to be hortatory; and hortatory leadership in world politics is hardly very effective.
    


    
      The general point is that the incentives for major countries to intervene on a global
      scale are unlikely to be sufficient to support effective UN action on a consistent basis. Powerful democratic
      countries from the zone of peace will be reluctant to intervene, except where this can be done at low cost. The
      great powers will indeed seek to forestall threats to their security or power, as continued intervention in Iraq
      shows: Threat control may replace both traditional balance of power and collective security as the major
      principle of security. Yet maintaining peace among contentious peoples will be elusive, even
      if not as Utopian as instituting democracy worldwide. Western reluctance to get militarily involved in Bosnia,
      Armenia, Georgia, or other areas of civil strife in the former Soviet Union make this point clear. The
      great-powers are unlikely to attempt to supersede sovereignty except in highly exceptional cases such as that of
      Saddam Hussein's Iraq. And even if this great-power condominium were feasible over the long term, the
      Hobbesian paradox would still bedevil attempts to solve the problem of international political order in a broadly
      acceptable way through concentration of power.54
    


    
      Under these conditions, sovereignty in the zones of conflict may retain its traditional role, moderating the
      effects of anarchy by conferring supreme authority over delimited territories and populations and, as in
      sixteenth- and seventeenth-century Europe, erecting barriers to intervention and universalization of strife.
      Bosnia will be divided not on the basis of the legitimacy accorded to pre-civil war provincial borders by the
      great powers, or in line with ethnic equity, but on the basis of the balance of military forces. The horrors of
      civil war will come to an end not in a meaningful new federalism but in a redivision of the area into sovereign
      states with unequal economic and military resources and political power. The role of outside powers will not be
      to dictate new lines of division, much less to invent new federal institutional arrangements, but, through
      credible threats of force, to limit the ability of the winners to impose their will when the human costs are too
      high. In 1993 the political will existed to save Sarajevo but not to preserve (or rather, restore) Bosnia. In
      view of the conflictual conditions prevailing in areas such as Bosnia, traditional sovereign statehood may be an
      appropriate international institution. At any rate, the subordination of sovereignty to great-power rule is both
      unacceptable to politically mobilized populations and to the great powers themselves; and the concept of
      sovereignty as a bargaining resource in complex interdependence is premature when the conditions for complex
      interdependence—most notably, the political irrelevance of military force—do not exist.
    


    Conclusion


    
      Globalization and the end of the Cold War have created a new situation in world politics. In some ways, the new
      world is more like traditional world politics than was the world from 1945 to the mid-1980s: Political alignments
      will become more fragmented and fluid, and economic competition will not be muted by alliance cooperation. In
      other respects, however, the new world will be very different from the world before World War II. Globalization
      seems irreversible with all its implications for the permeability of borders and the transformation of
      sovereignty among the economically advanced democracies; and international institutions have become central to
      the political and military as well as the economic policies of the major states.55
    


    
      Yet Hobbes's dilemma cannot be ignored. Without well-developed constitutional institutions, the alternatives
      in many countries lie between anarchy and predation, neither of which is attractive. The extensive patterns of
      agreement characteristic of complex interdependence depend on pluralist democratic institutions. Less ambitious
      forms of world order, relatively peaceful but not necessarily so cooperative, depend on stable domestic
      institutions, although whether they depend on democracy is not yet entirely clear. At any rate, predatory
      authoritarian states are likely to become involved in international conflict, and intensely divided states are
      particularly prone to do so. The latter are likely targets for intervention by the former. It seems unlikely not
      only that democracy will sweep the world but also that all states will be governed by stable institutions, even
      authoritarian ones. Hence "world order" does not seem to be impending: A global security community is
      unlikely soon to come into existence.
    


    
      Seeking to follow the Hobbesian prescription of centralized authoritarian states in an anarchic world would be
      disastrous: This "solution" has been shown to be deficient. Indeed, the failure of Hobbes's
      solution is mirrored in the misleading neorealist reification of the dichotomy between anarchy and hierarchy, as
      found in the work of Kenneth N. Waltz.56 The characterization of domestic politics as hierarchic and international
      relations as anarchic constitutes an oversimplification that obscures crucial issues of institutional structure
      and choice, just as Hobbes falsely posed the issue as one of anarchy versus Leviathan. Even the Westphalian
      system included a degree of institutionalization in the form of a conception of sovereignty linked to
      reciprocity. In the short run, absent institutionalization, people may face Hobbes's dilemma; but over time,
      institutions help them escape it. And the growth of such institutions, international as well as domestic, has
      rendered obsolete the more rigid forms of realism.
    


    
      The key problem of world order now is to seek to devise institutional arrangements that are consistent both with
      key features of international relations and the new shape of domestic politics in key countries. It will be very
      difficult to construct such institutions. They must be built not only by governments but by international civil
      society under conditions of globalization. They must be constructed not by a single hegemonic power but by
      several countries whose interests conflict in multiple ways. Nevertheless, among advanced democracies appropriate
      institutions could facilitate political and economic exchange by reducing transaction costs, providing
      information, and making commitments credible. The resulting benefits will accrue not only to governments but to
      transnational corporations and professional societies, and to some workers as well, in both developing and
      developed countries. But adjustment costs will be high, hence there will be losers in the short run; there may also be long-run losers, since globalization will continue to put downward
      pressure on wages for those workers in developed countries who can be replaced by workers in poorer parts of the
      world or who compete in national labor markets with such workers. Hence domestic institutions that provide
      retraining, that spread the costs of adjustment, and perhaps that redistribute income on a continuing basis to
      globally disadvantaged groups will be essential corollaries to maintaining and strengthening international
      institutions in an age of globalization.
    


    
      Ideal institutions will never exist, but prospective gains from international agreement will continue to provide
      incentives for the creation of approximations to them. Hence, among the advanced democracies I expect the
      strengthening of international institutions over time in response to globalization, although conflicts of
      interest and problems of credibility will lead to reversals from time to time and will make successful
      institution-building difficult. The vicissitudes of the European Monetary Union (EMU) illustrate how poorly
      designed schemes (in this case, violating the economic principle that open capital markets, fixed exchange rates,
      and independent monetary and fiscal policies are incompatible with one another) can contribute to institutional
      crisis or temporary stagnation.
    


    
      In any event, effective international institutions are inconsistent with rigid maintenance of traditional
      conceptions of sovereignty. Instead, they will rest on the willingness of states to give up their legal freedom
      of action in return for more certainty about their environments as a result of having some control over other
      states' actions. Thus, insofar as globalization leads to stronger international institutions with more
      authority and clearer rules, it implies modification of the theory or practice of sovereignty. In the zone of
      peace, characterized by complex interdependence, sovereignty will become more a resource to be traded off in
      exchange for partial authority over others' policies than a set of barriers to intervention.
    


    
      The relationship between globalization and institutional change does not only work in one direction.
      Globalization is fundamentally a social process, not one that is technologically predetermined. Like all other
      social processes, it requires the underpinning of appropriate social institutions. If the sovereignty-modifying
      institutions essential for continued globalization do not emerge, globalization itself can slow down or even go
      into reverse. If the effects of global interdependence become uncertain and unmanageable, leading to high levels
      of domestic and international strife, governments could (at substantial costs and in varying ways in different
      parts of the world) cope with it through regionalization or perhaps even (in the case of the United States if no
      other country) through unilateral action. Globalization and international institutionalization are mutually
      contingent.
    


    
      However, the fragmentation of political authority in much of the world, most notably within the territory of the
      former Soviet Union, means that in the zones of conflict, wars, international and civil,
      will remain common. Nation-building was a bloody 300-year process in the West and is likely to continue to be
      conflict-laden in the future.57 As Robert Putnam has shown, the sources of social capital for effective
      civil society are often centuries old. Investments in democratic institutions, building both on interests and on
      previous patterns of reciprocity, can make a difference; but we should be aware that the chances for successful
      democracy depend to a considerable extent on previous economic, social, and political conditions.
    


    
      In the zones of conflict, the traditional functions of sovereignty—to clarify boundaries, institutionalize
      practices of reciprocity, and limit intervention— will probably be more salient than its use as a resource in
      bargaining over issues involving transnational networks. Global institutions, designed to deal with the zones of
      conflict, will only incrementally be able to alter traditional conceptions of sovereignty, since the danger that
      sovereignty was invented to deal with—chronic, ideologically justified intervention—will remain prominent. Those
      who try to manage these institutions should recognize the limitations on international action. International
      institutional strategies may be crucially important at the margin, at critical moments, but the fundamental
      problems involve domestic institutional development, an incremental, difficult process. The United Nations should
      seek to act on the margin to reduce conflict and violence but should be wary about excessive ambition and
      institutional overload. The most fundamental problems of state-building will not be solved by international
      organizations.
    


    
      Nevertheless, the institutionalist perspective on international relations theory remains relevant in the zones of
      conflict. Institutional "solutions" applicable to the zone of peace cannot simply be transferred to the
      zones of conflict; to escape Hobbes's dilemma, institutional change is essential. The relevant institutional
      strategy is likely to be modest, incremental, and long-term in nature, but crisis managers should not lose sight
      of the necessity to build institutions if the crisis-creating conditions of this part of the world are eventually
      to be superseded. In the long run, norms and values need to be modified, with shifts in the conception of
      sovereignty reflecting changes in domestic as well as international and transnational politics. Such
      processes—whether referred to as social learning or otherwise—are important to study although beyond the scope of
      this chapter.
    


    
      Social scientists viewing the new world order should be humble on two dimensions. Our failure to foresee the end
      of the Cold War should make us diffident about our ability to predict the future. And the weakness of our
      knowledge of the conditions for constitutional democracy and for peace should make us reluctant to propose
      radical new plans for global democratization or peacekeeping. Nevertheless, we can go beyond the Hobbesian
      solution to Hobbes's dilemma of anarchy and order: We can focus on how institutions embodying the proper
      incentives can create order without predation within societies, and how even much weaker
      international institutions can moderate violence and facilitate cooperation in international relations. Strong
      institutions cannot be suddenly created: Both constitutional democracy and a reciprocity-laden conception of
      sovereignty emerged over a period of centuries. Nevertheless, it is imperative to avoid the magnitude of violence
      and dysfunction that occurred in the West. We should encourage the creation and maintenance of institutions,
      domestic and international, that provide incentives for the moderation of conflict, coherent decision-making to
      provide collective goods, and the promotion of economic growth. It is in such lasting institutions that our hopes
      for the future lie.
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      International relations (IR) theory does not provide a coherent framework for understanding the magnitude of
      change in the international system in the 1989-1991 period. "Well established generalizations about world
      politics no longer hold," claimed Robert Jervis in his recent assessment of the future of world
      politics.1 We agree. The
      conclusion that emerges from the contributions in this book is that the changes in the international system
      created by globalization and the end of the Cold War have undermined much of the foundation for mainstream
      realist theory in international relations. Instead, less ambitious, more specific, and more context-sensitive
      theory must be put on the agenda, theory that is middle-range in the sense that it does not postulate one single,
      coherent logic or principle that is universally valid for the entire international system. At the same time, we
      do not support a postmodern idea of complete theoretical relativism or chaos. More specifically, we point to
      three areas where middle-range theory can develop a common meeting ground: (1) the changes in the role and notion
      of the state, (2) the dynamics and the understanding of sovereignty, (3) the structure of economics and new forms
      of dominance between North and South.
    


    
      The problem with present theory in international relations is that there is both too much and too little of it.
      When students are introduced to the field, a vast array of approaches, images, and menus are presented. Yet in
      another sense there are very few theories in international relations. There is one dominant body of theory. It is
      realism with its core image of states in a system of anarchy. In the words of Kjell Goldmann, "It is not a
      question of a partial theory among other partial theories in international relations, but it is the Theory with a
      capital T."2
    


    
      The theory of realism as developed by Kenneth Waltz in particular "holds a central place among students of
      international politics."3 It is therefore only natural that it has become the
      focus for the debate on the relevance of international relations theory in the changed international system. For
      some it is as relevant as ever.4 According to others it merely needs modification,5 and some reject it altogether.6 In our view, realist insights
      remain relevant and powerful. But realism is not the Theory (with a capital T) of international relations
      anymore. There are more than a few theories; there are several "big and important things" to know about
      international relations after the Cold War.
    


    
      In other words, we do not want to embrace realism and we do not want to completely reject it. What we do reject
      is both the single-minded focus on system level as well as the forced theoretical choice between dichotomies
      supposedly applicable to the entire international system (e.g., anarchy or hierarchy, specialization or
      nonspecialization of units, simple or complex structures) that realism posits. Realism will have to find its
      place among other middle-range theories in the attempt to understand a world characterized by variation.
    


    Realism in the Face of Change


    
      Realism is a theory about international politics, an effort to understand the basic characteristics of the
      international system as well as the way in which system attributes constrain the behavior of states. "The
      ontological given for realism is that sovereign states are the constitutive components of the international
      system."7 The
      system is anarchical: "The parts of international-political systems stand in relations of coordination.
      Formally, each is the equal of all the others. None is entitled to command; none is required to obey.
      International systems are decentralized and anarchic."8 From this follows the principle of self-help. "Self-help is
      necessarily the principle of action in an anarchic order."9 The behavior of states is determined by the anarchic structure of the
      international system and by the distribution of power among states. This accounts for the "striking
      sameness" of international politics "through the millennia," according to Waltz, with states
      engaging in power balancing in order to achieve "maximum security and freedom of action."10 In other words, states need to
      be concerned with relative gains because in the anarchic system, "their security and well-being ultimately
      rest on their ability to mobilize their own resources against external threats."11
    


    
      Anarchy remains a constant feature of the international realm, and the distribution of power among states changes
      only slowly. In this sense, the system is quite stable. Realism has its focus on the system level because it is
      the distribution of power at this level that is the most important factor explaining state behavior. Domestic
      elements are not insignificant, especially in situations where the international system is not firmly
      constraining. Yet the distribution of power in the anarchic system remains the decisive
      factor influencing state behavior.
    


    
      Can realism accommodate the changes conjured by uneven globalization and the end of the Cold War? If we look
      first at uneven globalization, it is clear that realists have problems with all of the four dimensions of
      globalization spelled out in Chapter i. Let us begin with the dimensions
      intensified interdependence and increased interconnectedness. The theoretical ramifications of these aspects of
      globalization received seminal treatment in Robert Keohane and Joseph Nye's 1977 book, Power and Interdependence.12 Yet the debate about the degree to which these dynamics demand a
      recasting of realist understanding continues today. Prominent realist scholars in a recent contribution remain
      confident that realist theory needs little adjustment in the face of interdependence and
      interconnectedness.13
      But the dominant trend in the discipline—at least until very recently—appears to be a movement toward a merger
      between (neo)realism and (neo)pluralism, where realism develops in the direction of more flexibility, involving
      the possibility of a modified anarchy, and security communities dominated by cooperation among members. At the
      same time, the pluralism that in earlier days involved mostly harmony and common interests in a world of complex
      interdependence has developed in realist direction; pluralists are now ready to accept the influence of shades of
      anarchy on possibilities for international cooperation and to recognize the primary role of states.14
    


    
      We cannot pursue this debate here.15 In the present context, it is more important to focus on the two other
      dimensions of globalization, economic globalization and globalized societies, which obviously contain the most
      serious challenges to realism. Economic globalization means that the realist notion of states as autonomous
      economic units with their "own" resources behind well-defined territorial boundaries is seriously
      undermined. Furthermore, when the global economy dominates the national economies existing within it, states
      increasingly turn into "trading states" or "competition states," which means that they are
      less and less the undifferentiated, "like units" depicted by realism.16 They specialize and become increasingly
      economically diverse in the context of a global economic system.
    


    
      Finally, the notion of globalized societies changes the traditional position of states in the international
      system. In a globalized society, states coexist with a host of other important actors, from individuals and
      subnational organizations to suprastate networks of regional and global governance. States form part of a complex
      network of authority patterns pertaining to different levels of governance.17 We shall argue further on that this does not necessarily
      imply that states are less important. Yet in such a world, the one-sided realist focus on a system level
      constraining the state units is insufficient. International relations consists of a variety of actors, and they
      need to be analyzed from a number of different yet interrelated levels.
    


    
      In sum, to the extent that the qualitative change indicated in the concept of uneven
      globalization has actually taken place, realist analysis is no longer a useful approach to understanding
      international affairs. This explains why Anthony Giddens, James Rosenau, and many other scholars have sought to
      develop new frameworks of understanding that tend to completely reject realist perceptions.
    


    
      A similar picture emerges when we turn to our other main analytical variable, the end of the Cold War. Realism
      can easily accommodate changes in polarity and the balance of power, and maybe even also the dimension called
      fragmentation and integration, although these latter processes tend to include new political forces that
      challenge states as we knew them during the Cold War. The important challenges are thus the two other dimensions,
      "end of war" and "globalized societies without war." "End of war" foresees that
      liberal democracies will engage in institutionalized cooperation that circumscribes anarchy in the traditional
      realist sense to the extent that conflicts can no longer lead to war.18
    


    
      In the most far-reaching interpretation (globalized societies without war), we have, as described in Chapter i, a liberal democratic world where violent struggle between competing
      states has disappeared and states have ceased to be repositories of the loyalties and cravings of groups of
      individuals. A power structure in the traditional sense can no longer be identified because power is diffused to
      different levels, from the individual microlevel to the global governance macrolevel. There is a wide variety of
      power resources, or means of influence, and concrete resources are much less fungible across issue areas. It is
      clear that in a world of globalized societies without war, realism is no longer a useful theoretical framework
      for the study of international relations. Its conception of an anarchical system consisting of state units in
      potential conflict is no longer valid.
    


    
      In sum, with the end of the Cold War we have a world of uneven globalization where realism is still a useful
      guide in the analysis of some things and a not very useful guide in the analysis of a number of other things. The
      scholarly reactions to this state of affairs, understandably, span from attempts at saving basic realism in the
      face of new challenges, especially the challenge of understanding change,19 to complete rejection of realism.20
    


    
      We have already indicated that both of these reactions are less than satisfactory. Realist insights should not be
      rejected. At the same time, the changes that have taken place are, in some cases, too decisive to be contained
      within a basically realist framework.
    


    
      We thus need to give up the idea of a single, theoretical logic or principle that is universally valid for the
      entire international system. In a sense, the time of the great, systemwide generalizations is over. Given the
      reduced importance of the structurally constraining role of the international system, sparse
      assumptions leading from structure to behavior are much more difficult to set forth. Variation in the system as a
      result of uneven globalization and the end of the Cold War has created a need for approaches that enable us to
      comprehend both well-known issues of conflict and cooperation among states and new and different types of
      international entities active on a variety of governance levels in a system where power is multifaceted and
      increasingly diffused.
    


    
      This is where middle-range theory comes in, as indicated in Takashi Inoguchi's Chapter 7. In other words, there is already a large variety of approaches and concepts in
      the arsenal of international relations theory that continue to be of use in the analysis of post-Cold War
      international affairs. A single approach, such as realism, should no longer be given a privileged analytical
      position, acting as a term of reference for other approaches. Relegation of realism to the middle range requires
      theoretical adaptation. As indicated earlier in this chapter, several attempts in this direction have already
      been made. Our own suggestions concentrating on the development of a few core concepts in the discipline follow.
    


    
      At the same time, the idea that every possible approach is as justified and warranted as any other because the
      world is replete with variation is hardly satisfactory. Theoretical work in the discipline confronts a dilemma
      facing uneven globalization and the end of the Cold War: It cannot cling to the old dominant theory (or paradigm)
      of realism and it should not accept the radical postmodernist claim that every possible theoretical proposition
      that has "a credible story to tell" is as important as every other theoretical proposition.
    


    
      What we propose as a possible way ahead is to rethink some of the core concepts of the discipline in such a
      manner that they become better equipped to accommodate new concerns while also continuing to be able to address
      old ones. Such rethinking has already taken place as regards the central concept of power.21 In what follows we address the
      concepts of state and of sovereignty, believing that these core concepts of the discipline can be defined in ways
      that allow us to address well-known as well as new research problems. We also argue that the traditional focus on
      politics is not sufficient. Economics as well as ideology must go into the analysis. In the context of suggesting
      concepts for such analysis, we also argue that new forms of dominance are emerging in the international system.
    


    
      While arguing for refined concepts, we try to demonstrate that states continue to be of special importance in
      international relations, perhaps even more important than earlier. We also emphasize how changes in the concept
      of sovereignty reflect a world where sovereignty is more, not less, important than before. In both cases, this
      increasing importance occurs in ways different from those envisaged by realism.
    


    The State in the Face of Change


    
      The peculiarity of most realist contributions is that for all the emphasis on the state and the system of states,
      there is very little being offered in terms of a theoretical treatment of the state. Many realists would probably
      be content with the definition of state offered by F. S. Northedge: "A state, in
      the sense used in this book, is a territorial association of people recognized for purposes of law and diplomacy
      as a legally equal member of the system of states. It is in reality a means of organizing people for the purpose
      of their participation in the international system."22 The state is regarded as an unproblematic23 entity, a sovereign unit (i.e., a legally
      equal member) possessing certain assets in terms of population and other resources. But with this concept of
      state, realism takes parsimony too far. Indeed, "one of Waltz' most important contributions has in fact
      been to alert the international relations theorists among us, by the very sparseness and parsimony of his
      analysis, to the need of rethinking the category of the state."24 What follows is a part of this trend.
    


    
      The argument to be developed here is that it is possible to have a notion of state that plays a central role in
      IR theory while also allowing room for many of the critiques of the discipline's state focus.25 For this to happen, the realist
      view of the state as an agglomeration of territorially organized power needs to be supplemented. We need a
      concept that makes a clearer distinction between state institutions and society, thus paving the way for the
      study of this relationship and the complex manner in which it is related to the behavior of states in the
      international realm.
    


    
      The Weberian definition of state by Theda Skocpol is a relevant starting point:
      "a set of administrative, policing and military organizations headed, and more or less well-coordinated, by
      an executive authority."26 The definition allows questions about the relationship between state and
      society as well as the relationship between state and nation. When nation is defined
      as "a group of people sharing a common cultural and/or ethnic heritage," it appears that specific
      states frequently contain societies with a variety of nations. Finally, the definition allows inquiries about
      relationships between state and government, "i.e. between the ensemble of administrative apparatuses and the
      executive personnel formally in positions of supreme con trol."27
    


    
      In other words, a richer conception of the state allows us to address a number of the issues raised by uneven
      globalization and the end of the Cold War. Intensified interdependence and rising interconnectedness mean that
      state institutions and governments are increasingly both domestic and international actors, facing demands that
      domestic groups wish to pursue internationally and demands that international networks of institutions urge
      states to pursue domestically. A pioneering work in this regard is Peter Katzenstein's
      analysis of how small West European states manage their relations with the global economy through democratic
      corporatism, which contains three elements: "an ideology of social partnership expressed at the national
      level; a relatively centralized and concentrated system of interest groups; and voluntary and informal
      coordination of conflicting objectives through continuous political bargaining between interest groups, state
      bureaucracies, and political parties."28
    


    
      With the advent of economic globalization and globalized societies, individuals and groups intensify
      relationships across borders. National economies become parts of a global system of markets and production. The
      capacity of states and governments to meet various types of demands may be reduced insofar as purely national
      policies of welfare, culture, communication, and security become increasingly ineffective—thus the uneven
      denationalization process analyzed by Michael Zürn in Chapter 8. But
      this new context changes rather than reduces the role of states. Focusing on economic regulation, Paul Hirst and
      Grahame Thompson emphasize this point: "The mechanisms of national economic regulation have changed but
      governmental policies to sustain national economic performance retain much of their relevance, even if their
      nature, level, and function have changed.... States are not like markets, they are communities of fate which tie
      together actors who share certain common interests in the success or failure of their national
      economies."29 A
      similar argument can be made for a changed, but not necessarily reduced, role of states in matters of security,
      culture, and communication. In these areas as well, it is clear that a richer concept of state is required in
      order to pursue a meaningful analysis.
    


    
      Another effect of uneven globalization and the end of the Cold War is processes of fragmentation and integration.
      At issue is the relationship between nations of ethnic and culturally based groups on the one hand and
      governments and state institutions on the other. Ethnic and cultural nations are demanding extended autonomy or
      even sovereign statehood. Often nations span across borders, involving several governments in their demands.
      States continue to be the fundamental units of collective identity in a globalized world. Nationalism thus
      creates problems both when there is too much of it and when there is too little. In the former case, it can lead
      to chauvinistic expansionism, as we have seen in the past. In the latter case, states fall apart when there is
      not enough nationalist glue to hold them together. We see this presently in the former Soviet Union and in the
      former Yugoslavia.
    


    
      The issue of autonomy of state institutions and governments must also be addressed. With its view of states as
      rational and unified actors, realism supports the view that states enjoy a high degree of autonomy from the rest
      of society, although the matter is rarely confronted directly by realists.30 Pluralists are more prone to see the state, or various
      parts of it, as more or less captured by a variety of interest groups. In the present context, we wish to pose
      the exact degree of state autonomy as an open question that requires fresh analysis in the
      face of uneven globalization and the end of the Cold War.
    


    
      At a minimum, autonomy must mean that states "may formulate and pursue goals that are not simply reflective
      of the demands or interests of social groups, classes, or society."31 In the view of at least some scholars, even more autonomy
      is conceivable. Not only is it possible for the state to fend off or insulate itself from powerful social forces,
      it can lead the way and impose "its own vision and goals on them."32 Yet uneven globalization means that state autonomy is
      challenged by domestic groups and by international institutions and other international actors. Analysis of
      concrete effects upon state autonomy requires empirical investigations. On a more general level, it is clear that
      processes of uneven globalization set the issue of state autonomy in a new context. Current processes of
      democratization as well as the debates on democratizing international governance (cf. Chapter 8) is a part of this new context.
    


    
      Finally, the end of the Cold War has emphasized that states pursue a number of different goals
      simultaneously.33 In
      many regions, traditional security concerns remain high on the agenda. But the pursuit of socioeconomic
      development is of equal importance in many countries in the South and the East, at least seen from the
      people's point of view. In a number of African countries, including Somalia, Mozambique, and Angola,
      development has fared so badly that there is very little security in the traditional sense to defend. In the zone
      of peace of developed countries, welfare issues in a broad sense, including problems of unemployment and economic
      restructuring toward "post-Fordist" economic models, are the central concern.34 Finally, environmental issues are of generally
      increasing importance in most parts of the international system.
    


    
      It is of vital importance to emphasize that the relevance of the state for analyzing such issues has not
      decreased with uneven globalization and the end of the Cold War. The fact that states have less capacity for
      pursuing a number of goals in a more globalized world does not mean that states have become less important. They
      remain privileged actors in the global system. An unfortunate tendency has plagued the scholarly debate on this
      issue. Some scholars posit a false choice between the continued importance of the state in traditional realist
      terms and the vision of a dramatically reduced significance for the state in a globalized society.35 Our view is that uneven
      globalization and the end of Cold War change rather than reduce the role of states in the system.
    


    
      The argument for a continued privileged situation for states does not rest primarily on realist arguments,
      although we recognize the importance of traditional security and power issues in several regions. We also accept
      the argument that other actors are often more dependent on states than vice versa: "International
      organizations are created by states. Multinational corporations depend on property rights
      guaranteed by states. Foundations operate according to the laws of states."36 Yet the core argument made by realists that
      international relations is primarily a game of power between states in an anarchical realm is less acceptable in
      a post-Cold War world characterized by uneven globalization.
    


    
      Why, then, the continued special importance of states in such a world? Because the diffusion of power and
      governance brought about by uneven globalization is not a zero-sum game. Development in the South and East may
      depend more than ever on the international system, yet states continue to bear the prime responsibility for
      pushing development within their borders. Welfare and socioeconomic issues in the developed countries
      increasingly have an international dimension. Yet they remain the principal obligation of the single state.
      Vladislav Zubok vividly demonstrates in Chapter 6 the problems that
      emerge when, as in Russia, there is a "lack of state" to attend to these areas. Even in the
      environmental area, a global issue par excellence, measures taken on the international level have little
      significance unless implemented by state institutions in the involved countries. In other words, there is a
      dialectic at play that constrains the ability of states to act and simultaneously increases the demands on, and
      the centrality of, states in a globalized world. Finally, as already mentioned, in spite of globalization, states
      continue to be the fundamental units of collective identity.
    


    Dimensions of Sovereignty in the Face of Change


    
      For realism, the "ontological given" is that "sovereign states are the constitutive components of
      the international system."37 Some scholars now argue that sovereignty has "lost much of its
      relevance" in international relations.38 Others claim that "de facto sovereignty has been strengthened rather
      than weakened."39
      Against the background of the analyses in the preceding chapters, we argue that a more nuanced notion of
      sovereignty is needed if we are to understand the current role of "sovereign" states in international
      relations.
    


    
      We set forth three different dimensions of sovereignty that may serve as foundations for middle-range
      theory-building in the analysis of international politics: negative, positive, and operational sovereignty.
    


    
      Negative sovereignty is the juridical or formal aspect of sovereign statehood. In
      Chapter 9, Robert Keohane defines "formal sovereignty" as
      "legal supremacy over all other authorities within a given territory." Alan James defines it as the
      constitutional independence of a state: "A territorial entity must have a constitution which is independent
      of other constitutions to be termed, in the specified sense, sovereign and hence able to look forward to membership in the collectivity of states.'"40 States in the international system are subjects of international
      law. "Sovereignty is the right to sail the metaphorical ship of state on the open oceans regulated by
      international law without being told where to head but only how to proceed."41
    


    
      Historically, negative sovereignty presupposed both formal acceptance by other states and a certain amount of
      real state power. Before the 1950s, areas that did not meet the latter criterion were not accorded formal
      recognition as sovereign. They were, in various forms, dependencies or colonies.
    


    
      After World War II new norms of sovereignty were developed. Ex-colonies became formally accepted as sovereign
      states irrespective of their actual capabilities as states. They became what Robert Jackson calls quasi-states,
      possessing juridical statehood but not the substantive capabilities of statehood, internally or externally. This
      is a situation of negative sovereignty without positive sovereignty. It is a formal, legal entitlement that the
      international society confers upon an entity. By granting this right of (negative) sovereignty to units that
      could not provide for their populations, defend themselves, or maintain other central functions of positive
      sovereignty, the international community entered into obligations of helping these quasistates to become fully
      fledged states. Negative sovereignty thus became a right in the international system, but it was accorded only to
      ex-colonies, not to others.42
    


    
      Negative sovereignty is an absolute condition, a constant, not a variable. A unit either has it or does not have
      it. Positive sovereignty, and operational sovereignty are variables, relative and changing.
    


    
      Positive sovereignty describes a state that is its own master. It is not totally
      independent of its surroundings, but it has the capabilities to deliver substantial goods to its citizens. A
      state with positive sovereignty acts in relation to others; it does not just react. "It is a substantive
      rather than a formal condition. ... It is the distinctive feature of a 'developed' state. ... Positive
      sovereignty ... is not a legal, but a political attribute if by 'political' is understood the
      sociological, economic, technological, psychological and similar wherewithal to declare, implement, and enforce
      public policy both domestically and internationally."43 Positive sovereignty is obviously a variable. Some states possess it to a
      high degree, others only in small amounts. Robert Jackson's analysis focuses on the lack of positive
      sovereignty in African states.44 We argue that the process of uneven globalization also affects the
      positive sovereignty of developed states in the North. States experience a decreasing capacity to act, to conduct
      effective policies, because of uneven globalization.
    


    
      Operational sovereignty must be understood in this context. It indicates a situation
      where states choose to limit their legal freedom of action in a process of bargaining with other states. In other
      words, states put constraints on themselves; that is, they limit their own operational sovereignty through
      international agreements. This process is analyzed in Chapter 9. By limiting their operational sovereignty when establishing supranational
      governance, participating states hope to gain the benefits of greater influence on the policies of other
      states.45
    


    
      This new aspect of the sovereignty game is an important addition to the notions of negative and positive
      sovereignty.46 According
      to Robert Keohane in Chapter 9, it points to a situation where
      sovereignty "is less a territorially defined barrier than a bargaining resource for a politics characterized
      by complex transnational networks." Sovereign states, through international agreements, accept limits on
      their legal freedom of action. Cooperation among members of the European Union (formerly the European Community)
      is replete with different examples of this. Operational sovereignty is a necessary concept for analyzing and
      understanding these changes.
    


    
      With these three different dimensions of the institution of sovereignty— negative sovereignty, positive
      sovereignty, and operational sovereignty—we are better equipped to face the debate over the increasing or
      decreasing importance of sovereignty. Our argument is that uneven globalization and the end of the Cold War have
      invoked changes that point to an increased importance for sovereignty.
    


    
      First, formal, negative sovereignty is granted to more than ex-colonies. Parts of previously multinational states
      demand and are accorded recognition of sovereignty (i.e., the former USSR, Yugoslavia, etc). As a result, the
      number of quasi-states or semi-quasi-states has increased dramatically since 1989. In other words, it is easier
      for potential candidates for statehood to achieve formal recognition in the form of negative sovereignty than it
      was during the Cold War.
    


    
      In particular, some quasi-states in the former Soviet Union have been readily recognized by the international
      community. All the same, clear criteria for recognizing new states are lacking. Some ethnic groups have been
      frustrated in their attempts to establish sovereignty (i.e., some of the Russian republics). Consent is required
      from established sovereigns, and here power politics still plays an important role (i.e., the Kurds). The
      criteria for acceptance of statehood by other states has become one of the crucial determinants of the future
      structure of the international system.
    


    
      As regards positive sovereignty, the picture is mixed. On the one hand, positive sovereignty is in good shape in
      the sense that many states in the South have increased their capacity to act, both internally and externally. On
      the other hand, uneven globalization tends to undermine the positive sovereignty of states, their ability to
      conduct effective policies, in the South as well as in the North.
    


    
      Facing uneven globalization, states must often choose some combination of two principal strategies. One is to
      defend positive sovereignty through protectionism and other regulation of the state's intercourse with other
      states. It is a defensive strategy that attempts to regain the loss of positive sovereignty
      by controlling or limiting intercourse with other states.
    


    
      In an increasingly globalized world, such a defensive strategy is less and less feasible. The alternative
      strategy is increased cooperation among states, including common institution-building, employing sovereignty as a
      bargaining chip. This leads to the situation of limited operational sovereignty, which was described earlier.
    


    
      The different dimensions of sovereignty highlighted here expose the simplicity of the sovereignty assumption in
      realist thinking. It is misleading to use sovereignty as the basis for maintaining a razor-sharp divide between a
      domestic and an international sphere. It is also misleading theoretically to posit all states as sovereign equals
      in the international realm. States may be equal in the formal, juridical sense covered by the concept of negative
      sovereignty. Yet there may be great variation in terms of positive sovereignty, as well as in the operational
      sovereignty, of states. Without these latter dimensions, a full analysis of how sovereignty is affected by uneven
      globalization and the end of the Cold War will be much more difficult.
    


    
      The three dimensions of sovereignty proposed here need to be further developed conceptually, but even in the
      present sketchy form they (1) underline the enduringly privileged position of states in the post-Cold War
      international system, (2) make it possible to highlight the differences between sovereign states in the new international system, and (3) alert us to the fact that sovereignty
      has in fact become more useful as an analytical concept in international relations with the changes of uneven
      globalization and the end of the Cold War.
    


    The Return of Economics and New Forms of Dominance


    
      The core focus of realism is power politics pursued by states. Liberalist contributions have argued for an
      expanded research agenda, including cooperation and regime-building among states. We argue for a further
      expansion of the research agenda to include the structure of economics. Uneven globalization and the end of the
      Cold War have brought economics more strongly into the focus of international relations. A theoretical adaptation
      to this situation is necessary.
    


    
      Furthermore, such a focus helps us appreciate that old structures of dominance in the international system have
      not gone away. In other words, we cannot support the assertion made by some scholars that economic and political
      power has become so diffused that any overall power structure has disappeared. On the contrary, old structures of
      economic dominance have been supplemented by new (ideological) ones. This does not mean that we subscribe to world system analysis or other radical versions of dependency theory,47 but the issues raised by these
      approaches are more relevant than ever. We briefly outline a way to address them later in this section.
    


    
      The relationship between politics and economics is one of the classical debates in political science. During the
      Cold War, this issue was confined to specificities of West-West interdependent relations on the one hand and
      North-South dependency relations on the other. With the end of the Cold War, the question of politics and
      economics has immediate global relevance. There is a "global political economy" created by uneven
      globalization, and this must be acknowledged by IR theory.
    


    
      For quite some time, economics and politics in IR were seen as almost totally isolated from each other, as
      qualitatively different activities to be studied with qualitatively different approaches. Today, advocates of the
      main approaches perceive a close interrelationship between politics and economics. We agree entirely with the
      assertion by Robert Keohane that politics and economics are two sides of the same coin.48 Even so, there is a tendency in important
      contributions to either subject economics to the logic of (power) politics (e.g., realism) or vice versa and to
      subject politics to the logic of economics (e.g., world system analysis).49
    


    
      In other words, the assertion that politics and economics are two sides of the same coin is less of a final
      solution than it is the opening of a vast problematique. The relationship between the two has only just begun to
      be charted, and the endeavor may proceed from several possible angles and levels.50 There appear to be two basic strategies in
      present attempts to deal with the relationship. One is exemplified by Robert Gilpin's approach.51 We may call it "Stay with
      your old recipe and add some flavor"; for example, if the old recipe is anarchy and power politics, the
      flavor is economic interdependence and the pursuit of wealth. If the old recipe is unequal development in the
      capitalist world economy, the flavor is competition and military rivalry among states.
    


    
      The other basic strategy is "Choose any recipe from the politico-economic cookbook," or, as Susan
      Strange suggests, "Pick-Your-Own: or Suit Yourself."52 Her starting point is four related dimensions of structural
      power,53 namely
      security, production, knowledge, and finance, where "each structure affects the other, but none necessarily
      dominates."54 Each
      of these structures can then be studied in its own right and in its relationships to the others. If this endeavor
      is combined with the analysis of changes in the authority-market balance for each dimension of structural power
      and, in addition, analyzed from the perspective not only of states but of other important actors as well
      (classes, firms, international organizations, etc.), we get a vast research territory where only small parts have
      been filled out.
    


    
      We cannot complete this research puzzle here. We can merely suggest a starting point for further analysis, that
      is, the concept of a dialectical interplay between two equally important logics of politics
      and economics. At the core of politics is conflict and cooperation between states in the international system. At
      the core of economics is capital accumulation in a world dominated by capitalism. For a number of purposes it may
      be useful to further differentiate both along the economic dimension (as, for example, Susan Strange does) and
      along the political dimension and analyze from the perspective of many different actors, but this will not be
      pursued here. The point in the present context is that the economic dimension of uneven globalization needs to be
      studied in its own right as well as in its interplay with politics.
    


    
      Some scholars argue that both economic and political power have become so diffused in the post-Cold War
      globalized world that unambiguous structures of dominance can no longer be identified.55 Against the background of the analyses in this
      volume, we must disagree. The economic structure of center-periphery dominance analyzed by world-system theorists
      and others remains in place. There are still strong and weak states in the broad sense identified by Barry Buzan
      and others.56
      Furthermore, there is an ideological dimension involved. The international system is being divided into a group
      of democratic and a group of nondemocratic states. Recent policy measures of political conditionalities and new
      forms of interventionism indicate that the international system will be increasingly shaped by a confrontation
      between democratic and nondemocratic states.57 This confrontation can take many forms, and some of them may be violent.
      With democracy as the dominant form of regime in the international system, it will be less acceptable
      internationally that some states deny their citizens democratic rights. One consequence is that domestic groups
      in many states will have an international audience for grievances against regimes less democratic than the
      accepted international norm. It will be harder to maintain nondemocratic rules and institutions. Events in Peru
      and Thailand in 1992 demonstrated that international pressure is present when states move away from established
      democratic procedures. Yet the acceptance of China into the international community shortly after the Tiananmen
      events show that realpolitik is still influential in setting rules of the game in the international system.
    


    
      One outcome of the ideological dominance of liberal democracy in the present international system may be the
      establishment of a common set of regime standards that define what the international community sees as acceptable
      forms of governance. The standards set by the Development Assistance Committee of the OECD points in this
      direction.58 Yet there
      are few indicators that the consolidated liberal democracies of the industrialized West will invest large
      resources in order to push other countries toward democracy.59 And for reasons of national interest, be they security or economics, a
      number of countries (with China as the most prominent example) will be allowed to violate
      established democratic norms, permitting the bleak scenarios outlined in this book by Claude Ake (Chapter 2), Osvaldo Sunkel (Chpater 3), and
      Gowher Rizvi (Chapter 4). A large number of weak or relatively weak
      countries in the developing world exhibit the surface indicators of liberal democracy demanded by donors, namely
      multipartyism and elections, coupled with a readiness to pursue market-friendly economic policies of integration
      in the world market and support for the private sector. Yet they enjoy none of the real benefits of consolidated
      democracy, such as efficient and well-functioning institutions and a polity that is democratic in the sense that
      all major groups in society have a political voice. And market-friendly policies still need to produce more
      tangible results for large popular groups.
    


    
      This being said, the regional variation mentioned already needs to be emphasized again. We cannot subscribe to
      the world-system-analysis view of seeing the development problem purely in terms of economic exploitation of the
      periphery by the core. It is true that the periphery is subject to more serious external constraints in its
      development efforts than the core, but the periphery is not doomed to failure. Historically informed analysis of
      the interaction of economic and political forces in specific sociocultural contexts allows for a differentiation
      between countries and regions and for a nonreductionist, noneconomistic analysis of the interplay between
      different internal and external factors influencing the process of development. Fernando Henrique Cardoso has
      been a prominent exponent of this mode of analysis.60
    


    
      In more general terms, many countries in the periphery appear to be facing two problems. On the one hand, access
      to the world economy is increasingly difficult, not primarily because of trade barriers but due to lack of
      demand. "The brutal truth," says Kari Levitt, "is that the industrialized world has decreasing
      need for the countries of the periphery, either as sources of raw materials, or as markets, or as cheap
      labour."61 On the
      other hand, in order to reap maximum benefits of any world market integration, domestic political and economic
      reform is needed in many countries, and it may not be forthcoming. Dieter Senghaas and Ulrich Menzel have shown
      the decisive importance of domestic preconditions for successfully facing external challenges (and seizing
      opportunities).62 In an
      increasingly globalized world, such lessons are acutely relevant.
    


    
      In sum, the economic dimension of uneven globalization needs to be studied in its own right, as well as in its
      interplay with politics. Focus on economics in a global context helps identify old structures of dominance
      overlaid by new ideological elements. Together with the internal factors in specific societies, a global
      economical-political focus constitutes the raw material for a sensitive, historically based approach to the
      analysis of development problems in the periphery.
    


    Conclusion: International Relations Theory Facing Change


    
      We have analyzed change as expressed by uneven globalization and the end of the Cold War. We have identified a
      world that is characterized neither by one particular order nor by chaos. It is a world replete with regional
      variation, but also with distinct patterns. Globalization sets an agenda that presents dissimilar but always
      urgent challenges in the regions.
    


    
      These changes have made realism obsolete as the principal theory of international politics. Others have reached
      similar conclusions.63
      We differ from them in maintaining that the state is still the central object of analysis in international
      relations. The international system, with states as privileged actors, remains the backbone of international
      politics, but the system no longer conforms to one single ordering principle, as claimed by realism.
    


    
      Therefore, it is not useful to look for a single, parsimonious theoretical approach as nominee for a replacement
      of realism. We have argued for a focus on middle-range theory. We have also tried to emphasize a common meeting
      ground for such endeavors:
    


    
      	An analysis of the changed role of states, starting from a richer concept of state than has characterized the
      discipline so far. This includes the issues of state autonomy, the state as repository of collective identity,
      and increasing difficulties for states in satisfying demands.


      	A focus on the institution of sovereignty, including its various dimensions. These include positive and
      negative sovereignty as well as operational sovereignty.


      	A focus on the structure of economics and its interplay with politics and ideology. On the global level this
      leads to identification of new patterns of dominance. On the national level it helps to highlight the continued
      importance of the state for economic development.

    


    
      Where does this lead in terms of new theory? We started with the ambition of analyzing the combined effects of
      uneven globalization and the end of the Cold War as these variables were "filtered through" different
      geographical regions and different types of societal structures. The analyses in this book have focused mainly on
      different patterns of regional dynamics. But the conceptual distinctions made previously help identify another
      dimension, which may theoretically be the most promising. It is the interplay between systemic dynamics and
      different main types of societal structures. We have summarized systemic dynamics in uneven globalization and the
      end of the Cold War. But theorizing about present world politics requires more than the general analysis of
      systemic forces. The specific dynamics of different types of units, that is, different types of states, need to
      go into the picture. All of the contributions to the present volume focus on this interplay
      between systemic dynamics on the one hand and "domestic" forces of different types of states on the
      other. In so doing, they support a healthy trend in the discipline, which argues that
    


    
      a comparativist approach which distinguishes among types of societies and states and
      their shifting relationships to each other is needed to provide the context within which the alternative
      explanatory theories favored by specialists on international politics can be
      evaluated. ... Both comparativism and international relations theory need to recognize and analyze complex
      linkages between inter-state, trans-state, and intra-state dynamism. To recognize and understand the reasons for
      these variations, their global causes and consequences, requires both the international and comparativist
      approaches.64
    


    
      We have focussed on the ways in which systemic dynamics affect the role of states. We have emphasized the way in
      which states change as a result. Let us now turn to examining how these changes affect different types of states.
      In other words, what are the consequences of employing the comprehensive notions of state and sovereignty
      outlined previously to make a distinction between different main types of state units in the present
      international system?
    


    
      If we think in terms of ideal types, there appears to be not one but three kinds of state in the present
      international system. They are the premodern, the modern, and the postmodern state. Each type is characterized by
      specific patterns of conflict, and each confronts world politics in its own way.
    


    
      The premodern state enjoys negative, formal sovereignty, but it has a limited degree
      of positive sovereignty. It is the quasi-state as identified by Robert Jackson. State institutions are weak and
      do not have direct, monopolized control over the means of violence. The state is also weak in economic terms,
      externally dependent with a low degree of industrialization. Many African countries are examples of the premodern
      state.
    


    
      In premodern states the main conflicts are domestic (Somalia, Algeria, Angola). The processes of democratization
      invoked in part by uneven globalization and the end of the Cold War have stimulated new domestic conflicts
      between classes and groups to which democratization gave an increased voice.
    


    
      The modern state corresponds better to the conventional IR image of the state. The
      state enjoys positive sovereignty. In economic terms, there is a national, industrialized economy. Anthony
      Giddens's definition of the nation state applies to the modern state: "a set of institutional forms of
      governance maintaining an administrative monopoly over a territory with demarcated boundaries (borders), its rule
      being sanctioned by law and direct control over the means of internal and external violence."65 Japan and the United States are
      typical examples.
    


    
      Relations between modern states may fit the realist picture of power-balancing states in an
      anarchical realm. But relations may also be characterized by cooperation and institutionalization, which fits the
      liberal picture. In other words, there may be different degrees of anarchy in relationships between modern
      states.66 The possible
      spectrum of relations is well covered by the analytical frameworks offered by (neo)realist and (neo)liberal
      approaches.67
    


    
      The postmodern state is a different specimen. Here the most sacred principle of the
      modern state, that of sovereignty providing protection from outside interference, has been tampered with.
      Postmodern states allow outside interference in their domestic affairs because they get something in return:
      influence on a supranational level of governance. Why is such influence vital for postmodern states? Because
      previous processes of globalization have eroded actual, positive national sovereignty. In postmodern states, it
      is less relevant to talk about national economies.
    


    
      The notion of state power loses relevance in a system of postmodern states because power is increasingly diffused
      to different levels, different types of resources, and different actors. Power diffusion unfolds both in an
      upward direction toward the supranational level and in a downward direction toward regional and local levels.
    


    
      There may be no state that conforms fully with the postmodern ideal type. But it is clear that member states of
      the European Union are in a process of transition from modern to postmodern entities. This is no lawlike process,
      of course, and it may involve setbacks and crises. We cannot even know whether the postmodern ideal type of state
      described here will be the end result of the process.
    


    
      We have argued that the use of force is irrelevant as a medium for solving disputes between postmodern states.
      Setting forth codified rules of behavior for conflict resolution is indeed part of the very creation of
      supranational governance. War in the traditional sense (i.e., between modern states) is thus out of the question
      in post-modern relations. Yet the truth is that beyond this we know very little about typical patterns of
      conflict in the postmodern world. Will the ongoing diffusion of power lead to a new kind of chaos where islands
      of anarchy (e.g., a mafia-dominated Sicily) and areas of order coexist within the same postmodern realm?
    


    
      In sum, uneven globalization and the end of the Cold War affect existing state units, which change as a result.
      There have always been different types of state units in the international system. At present, the international
      system contains three main types of state, the premodern, the modern, and the postmodern. Patterns of conflict
      and cooperation vary substantially between these types. Variation in types of units and their typical relations
      creates the need for different theoretical cuts. This is why middle-range approaches are necessary. We need to
      know more about relations, both between states of a similar type and between different types
      of states. The analyzes in this book are a contribution to such efforts. For example, Michael Zürn's
      contribution (Chapter 8) can be read as an exploration of a cluster of
      states in transition to postmodern statehood; in Chapter 2, Claude Ake analyzes the premodern states in Africa; and
      Takashi Inoguchi, in Chapter 7, investigates the modern states in
      Pacific Asia.
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        FIGURE 10.1 System/State Unit Dynamics
      

    


    
      Figure 10.1 summarizes the interplay between system and unit
      dynamics.
    


    
      In a sense, this is our "theory." It conceives of a constant interplay between system and units,
      between domestic and international. In (neo)realist analysis, like units are treated as black-boxed billiard
      balls forced to respond to systemic dynamics in specific ways. The notion of like units hinges on the concept of
      states constituted as sovereign equals in the international system. We reject this notion of like units and the
      unproblematized conception of sovereignty, upon which it is based. Different main types of sovereignty point to
      different main types of states.
    


    
      In this chapter, we have set forth more nuanced concepts of state and sovereignty, which help identify these
      different main types of units. A logical next step is to further analyze characteristics and typical relations of
      such distinct types of units, that is, to combine the system-level approach pursued here with a unit-level
      approach. This strategy, we think, will help provide a nuanced yet precise picture of international relations in
      a post-Cold War world.
    


    
      Our approach is, of course, much less parsimonious than realism. It also foresees a larger and more complex
      research agenda than the "clash of civilizations" perspective set forth by Samuel Huntington or
      "the coming anarchy" argument by Richard Kaplan. Both of these latter contributions contain valuable
      insights, especially for our understanding of premodern states. But the thrust of their main arguments amounts to
      a severe underestimation of the continued importance of states combined with a tendency to reduce regional
      diversity to one-dimensional notions of civilizational conflict and anarchy.68
    


    
      In sum, we believe the approach presented here contains a necessary, warranted complexity. It is premised on the
      belief that it is impossible "to study international relations in the absence of comparative analysis,"
      that is, a focus on system dynamics is not enough.69 Domestic dynamics of different types of units must have a
      place in the pursuit of international studies.
    


    
      We have argued that in a sense IR theory is back where it started, with a focus on states, what they do, and why.
      But it is an agenda radically different from that of realism because the role of states has changed and so has,
      in important ways, the entire system. We must deal with a system that is a complex combination of old and new.
      The theories and concepts we employ must reflect this world of variation.
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