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Highlights ...

€ The consequences of the global financial crisis have overflowed from finance and economics
into the political and social spheres in this year, manifest in ceaseless conflicts within coun-
tries, institutional failure of international financial system, deepening contradictions between
major powers and frequent regional conflicts.

€ In the era of globalization, the intensification of the international and domestic polarization
nourishes the crisis. The short of effective leadership and low consistence between rights and
responsibilities lead to the international disorder.

€ In 2012, world economic recovery still faces great difficulties, and political frictions between
major powers and violent social conflicts will grow. For alleviating the crisis, reforms of inter-
national regimes would be necessary with the aim of establishing new international economic
and political institutions with self-adaptability.

€ In the course of the reform, China should play an adequate role that is consistent with its glob-

al status, adjusting its foreign principles and proposing reforms of international institutes for a
stable international order.
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The consequences of the global financial crisis have overflowed from finance and economics
into the political and social spheres in this year, manifest in turmoil in both the international
community and domestic communities throughout the world. The world order continues to drift
further from Francis Fukuyama’s “End of History”; to the dismay of Western states, the converse-
that the absolute liberal market economy is “ended by history”, now seems possible. Under this
situation, ‘turmoil’ might be the key term in international politics in 2012. How should we view these
waves of turmoil and understand the underlying causes? How can we establish an international
order that will provide stability over the long term? These questions constitute the focus of this
research report.

|. Turmoil in the World

1. Ceaseless Conflicts within Countries

2011 has been a year of relentless turmoil and chaos. The source of instability is not conflict
between states, but intensifying social contradictions within them. Tunisia became engulfed in
chaos when an unemployed Tunisian college student self-immolated on December 17, 2010, after
an altercation with the police—an act that brought the Ben Ali government to its knees. Turmail
in Tunisia spread throughout the Arab states, evident in chaos and civil war within Egypt, Algeria,
Yemen, Bahrain, Libya, and Syria. Egyptian President Hosni Mubarak was forced to step down
and awaits a prison sentence. Libya’s collapse into international war ended in the overthrow and
death of Muammar Gaddafi.

Other parts of the world have been torn with social unrest. Between May and September
there were large-scale protests in Spain, Greece and lIsrael, and soon after London
experienced alarming riots. In Asia, meanwhile, India experienced widespread protests
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against corruption, culminating in the Indian Parliament’s acceptance of anti-graft campaigner
Anna Hazare’s three central demands on anti-corruption. On 30 August, the British Financial
Times referred to 2011 as the “year of global indignation”, noting that the USA, which
generally expresses frustrations through the media or the ballot box, was the only exception.
The launch of the Occupy Wall Street movement on 17 September, however, showed that
even the United States is not immune to turmoil.

The media has referred to the Occupy Wall Street movement, initiated by online magazine
Adbusters, as an American-style “revolution” whose goal is to oppose the American financial
system, which it claims maintains the rights of elites. Participants called 17 September an
‘American day of indignation’, and have declared they will “Turn Manhattan into Egypt's Freedom
Plaza.” The Washington Post even raised the question: “Will the Arab Spring come to the
Americas?” From 17 September until 6 October, the protests spread to more than 50 cities across
America, including San Francisco, Washington, Boston and Denver. Protestors have also started
“Occupy Chicago” and “Occupy Los Angeles” movements. They say they are prepared for a
protracted war, and that they will spend all winter outdoors. This is the first nationwide protest
movement of such scale in the US since the anti-war movement in the 1960s and 1970s. On 15
October, the “Occupy Wall Street Movement” ushered in the first synchronized global action, when
protestors from 700 cities in seventy-one countries around the world staged similar demonstrations.
They included London, Tokyo, Rome, Paris, Madrid, and Seoul. There was no escape even for
Germany, which has shown a relatively good economic performance throughout the crisis. Groups
of protestors took to the streets in fifty cities. Those in Frankfurt launched a demonstration themed
“Occupy the European Central Bank”. Demonstrators share the common objective of protesting
against the global financial crisis and holding politicians and the financial sector accountable.

Absence of justice and equity are

the deeper reasons for this “sequela to Absence of justice and equity are
the deeper reasons for this “sequela to
the financial crisis”. All states that have
experienced turmoil share common socio-
economic characteristics. They are: rising
income disparities, threatened middle class income disparities, threatened middle
living standards, and rising public outrage | class living standards, and rising public
outrage at the privileges and corruption of
political and business elites.

the financial crisis”. All states that have
experienced turmoil share common socio-

economic characteristics. They are: rising

at the privileges and corruption of political

and business elites. Information technology

has united people and demonstrated the

truth of the saying: “One spark can start a prairie fire.” These protests and demonstrations
illustrate the powerlessness of existing social institutions and norms and the ineffectiveness
of prevailing rules and values. But new institutions and values have yet to take shape. Wide-
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ranging problems have driven the international community to the point where transformation
is crucial. Unless a change occurs the world’s failing norms and institutions will drag the
international community into even deeper turmoil.

2. The Financial Crisis and Institutional Failure

A weak economy, rising unemployment and inequitable distribution of wealth are inherent
causes of social unrest. The deeper question is that of why current economic institutions and
norms have been unable to respond to these social and economic problems. The financial crisis
and its aftermath would imply that the Western liberal market economy and democratic institutions
lack the capacity to respond effectively to economic and social crises. The policies the United
States and Europe have introduced to stimulate economic development have proven ineffective.
The failure of the financial system and subsequent rising rates of unemployment have polarized
society into “haves” and “have-nots”. Intensified contradictions between these two classes are the
main reason why societies have disintegrated in the wake of the financial crisis.

Weak economies, chronically high unemployment and an unjust social distribution have made
it difficult for Western liberal market economies and democratic institutions to resolve the crisis.
That market forces alone are not capable of alleviating the deteriorating economic situation is a key
issue. First of all, markets cannot provide sufficient jobs to ensure economic recovery and social
stability. Second, over the past decade the structure of Western economies has fallen seriously out
of balance, to the extent that the fictitious economy has surpassed the real economy to become
the main driver of national economic growth. Since the financial crisis, the collapse of the fictitious
economy has caused countries whose competitiveness in the real economy had flagged to
descend rapidly into crisis.

The domestic political crises that various Western states have experienced under the
influence of the financial crisis constitute another facet of the problem. Resolution of the crisis
has generally been linked to elections, where internecine struggles between parties have had
impact on domestic economic recovery and also affected global economic recovery. In July 2011,
a struggle between American Republicans and Democrats over raising the country’s sovereign
debt limit ended in devaluation of the U.S. sovereign debt rating, causing even greater damage
to the global economy. In Europe, meanwhile, there have been deep divisions over whether and
how to save the Euro Zone. Germany was deeply divided over whether or not to bail Greece
out, and the Liberal Democratic Party and the Christian Social Union were in strong opposition to
Angela Merkel's assistance plan. Opinion polls found that more than 80% of German citizens were
in opposition to Merkel’s plan to resolve the European debt crisis, and that two thirds opposed
assisting Greece or any other EU country. Germany and France were also at odds on how to
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rescue the Euro Zone. The two sides eventually reached an awkward consensus and the EU
introduced a plan to rescue Greece, but the Greek government’s incapacity to determine a policy
on receiving this aid complicated Europe’s progress in overcoming the crisis.

3. Deepening Contradictions between Major Powers and Frequent Regional Conflicts

The international system has gone toward

bipolarization since 2008, which makes other The international system has
gone toward bipolarization since

2008, which makes other powers
to choose their sides. Meanwhile,
intensified. These conflicts mainly erupted between regional conflicts over territory,

secondary states but they are intensive and religion and history have intensified.

powers to choose their sides. Meanwhile, regional
conflicts over territory, religion and history have

sudden. They often become the direct cause of
regional instability.

Bipolarization is emerging. In 2011, as Western states struggle still to escape from economic
crisis, China stands to achieve growth of more than 9%. In 2011, China’s GDP will reach $6.5
trillion, equivalent to 44% of that of the United States. Public opinion universally holds that the rate
of China’s GDP growth will continue to outpace the rest of the world and surpass the US in 2025.
China’s military and comprehensive power will grow at a similar pace, and China will join America
as the world’s second superpower. China and the US will likely widen the gap between themselves
and other major powers, because the slower growth of Japan, France and Germany will cause
them to fall behind. Even though Russia and India can exceed the growth rate of the United States,
as their economies are only 10% of America’s, this means in absolute terms that the gap will
widen. The global material power distribution will hence become further bipolarized. As the pace of
China’s rise quickens, the world’s major powers will be forced to choose sides.

Russia will opt to enhance the strategic cooperation it has developed with China since the end
of the Cold War, when it designated China as its most important strategic partner. After establishing
a strategic partnership in 1996, the two states signed in 2001 the Sino-Russian Treaty of
Friendship, signifying a quasi-alliance between the two states. During the decade since the treaty
was signed, the two parties have cooperated in developing a comprehensive, healthy and stable
strategic partnership. Prime Minister Putin made a significant visit to China in October of this year
to enhance this partnership, and to improve the current inadequate level of economic cooperation
between the two countries. In the coming five years, new governments on either side will likely

continue to enhance relations.

America has opted for a new Asia-Pacific strategy in opposition to China. The Obama
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Administration’s ‘return to Asia’ strategy clearly signifies that America will continue to assist East
Asian states in responding to and hedging against China. This stance underscores the security
responsibility America has undertaken at the regional level to respond to China’s rise. America
has made security commitments all around China’s periphery, pledging responsibility as a strong
and reliable ally to countries such as the Philippines, Korea, Japan and Indonesia. It has also
deepened strategic cooperation with India, and initiated strategic cooperation with Vietnam. The
US has moreover undertaken high profile involvement in the South China Seas, declaring that it
has a “national interest”, and emphasizing through a series of military exercises and deepening
military ties that it will not ignore the ‘rise of Chinese influence’. The United States and ASEAN
countries in conflict with China have used one another to advance their own respective objectives,
but at great cost to regional security and US-China relations. Furthermore, since taking office, the
Obama administration has sold weapons to Taiwan on three occasions and received the Dalai
Lama twice. On January 29, 2010, the United States announced the sale of $6.392 billion worth
of military equipment to Taiwan, including 60 Blackhawk helicopters and a class Ill Patriot missile
system. This has caused fluctuations in US-Sino relations, making it difficult for them to develop.

Japan and India have also resolved to enhance strategic cooperation with the United States
in collectively containing China’s rise. As China’s economy has outstripped Japan’s, the structural
contradiction between the two is growingly apparent. Japan realizes that it has lost its economic
domination in East Asia to China. For this reason it wants to build an alliance to contain China
and enhance its strategic status in the region. Japan continues to clash with China over maritime
rights in the East Sea and over the Diaoyu islands, and has strengthened its alliance with the
United States. In efforts to contain China, Japan has also expanded coordination with Vietham,
the Philippines and India, and attempted to interfere in the dispute over the South China seas.
The Japanese Prime Minister said on 30 October in an interview with the Financial Times that, “an
increasingly powerful China needs to comply with maritime principles.”

China and India are both rising regional powers. Mutual economic interests, however, are
not sufficient to prevent growing strategic contradictions between the two states evolving from
territorial to structural issues, because India sees China as primary competitor to its rise in Asia.
For this reason, India cooperates with powers outside of the region to balance against China’s
growing influence. India has strengthened ties with the US through engaging with it in nuclear
technology and military cooperation in efforts to check Chinese influence. India has also gradually
insinuated itself into China’s disputes with other neighbouring countries by attempting to cooperate
with ASEAN states in hedging against China. In September, India’s Minister of External Affairs
S.M. Krishna met with the Vietnamese Foreign Minister in Hanoi and announced that India Oil and
Natural Gas Corporation would cooperate with Vietham in developing two natural gas blocks in the
South China Seas. Krishna visited Japan in October to discuss the security of sea lanes through
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the South China Seas and the India-Japan-US Defence Ministers’ meeting planned for November.

Owing to their economic woes, European states have yet to take sides with the US or China.
From the recent G-20 Summit, however, it seems quite clear that Europe has an approach to
global issues quite different from that of either the US or China. Regardless of whether or not
states in Europe decide to take sides between the US and China or to retain an independent
position, however, deepening conflict between the great powers is inevitable.

Intensification of regional conflicts has become manifest between states that are traditionally
at odds with one another, and most apparent in the Middle East and Asia. First is the contradiction
between North Korea (DPRK) and South Korea (ROK). After the Lee Myung-bak government
came to power, bringing an end to the sunshine policy of earlier governments, South Korea took a
hard-line position, causing a rapid deterioration in relations. In response, North Korea closed down
its open industrial zones, and cut off economic cooperation with South Korea. With regards to
security, the DPRK and the ROK hurtled towards diametric confrontation and a point at which war
could break out at any time. The March 2010 sinking of the Cheonan and the November shelling
of Taeyonpyong Island took matters to a pitch where it was imperative that the ROK and the DPRK
reduce tensions in their relations. Unfortunately, the ROK had little hope for the Six Party Talks,
and set pre-conditions for their resumption, which prompted the DPRK to demand an unconditional
resumption of the Six Party Talks. Both parties have since remained in deadlock, making it
impossible for the talks to be resumed in 2012.

There is also incessant conflict between India and Pakistan. The long-term territorial dispute
between the two countries is the primary factor influencing their relations. Terrorist activities
in Pakistan in recent years have placed still more strain on ties between the two states. India
maintained that an extremist group in Pakistan was responsible for the 2008 terrorist attack
in Mumbai, and demanded that Pakistan bear responsibility. Pakistan refused to turn over the
suspects as identified by India, and relations deteriorated to the point where the US and China
were forced to mediate the conflict. In July of 2011, another round of bombings struck Mumbai. An
investigation found that they were also caused by terrorist groups in India or Pakistan. These new
challenges have made it even more difficult to ameliorate relations between India and Pakistan.

The conflict in the Middle East has evolved from revolving primarily around Israel and
Palestine to encapsulating a wide range of contradictions. Beyond the ongoing Israel-Palestine
conflict, the challenges that the Libya Transition Authority faces in bringing domestic security under
control and the scramble for political power among militant groups in Libya raises the danger
of that country sliding into a new civil war. When it failed in joining the European Union, Turkey
increased its involvement into Middle Eastern affairs as conflicts respectively with Israel and Syria
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deepened. The situations in Yemen and Syria are still bewildering, as both face the possibility of
greater conflict in the near future. Finally, the completion of the withdrawal of US forces from Iraq at
the end of the year will be a major test of the Iraq government’s ability to maintain domestic control.
It is probable that anti-government forces will once again initiate terrorist attacks. Israel is planning
to launch military attacks against Iran next year.

4. The Growing Threat of Terrorism

After the 9 ¢ 11 attacks, the world entered an
After the 9 ¢ 11 attacks, the

world entered an era of ‘global anti-
terrorism’, by virtue of America’s
two large-scale wars in Iraq and

era of ‘global anti-terrorism’, by virtue of America’s
two large-scale wars in Iraq and Afghanistan,
creating new global challenges at a pace too

rapid to counter. Since 9+11, there have been Afghanistan, creating new global
numberless terrorist attacks around the world, with challenges at a pace too rapid to
counter.

incessant attacks in Afghanistan, Central Asia and

South Asia. In the Middle East, terrorist activities
are constantly on the rise, and terrorist cells in West Asia and Northern Africa are becoming more
active.

Although the American army killed Osama Bin Laden, leader of Al Qaeda, in May of 2011,
there seems to have been little improvement in global security. Communities around the world are
growingly concerned about terrorism, as lives continue daily to be threatened. On 6 September,
2011, the US Fox News conducted an opinion poll on the ‘Concern over Terrorist Attacks.” Results
showed that 75 % of the people polled believed that America would suffer another terrorist attack
in the near future, and 24 % that the probability of an attack is extremely high. A further 33 % felt
that America is less secure than in the past. The spectre of terrorism has caused a change in
American society from one of openness and tolerance to extreme vigilance. This state of affairs
is likely to continue as terrorist organizations continue to grow, and terrorists to shift from forming
large organizations to smaller ones spread around the globe. Terrorist organizations continue the
trend towards localization, and under the overarching umbrella of opposing the international order,
terrorist organizations maintain concrete and localized demands. For example, the ‘Islam Youth
Movement’ in Somalia aims to overthrow the current government and take over governance of
the country; most Pakistani terrorist groups have goals targeted at Kashmir; and in Iraq, terrorists
demand that the US army withdraws entirely from the country.

Changes in the modes of terrorist activities illustrate that resolving regional conflicts and
contradictions is fundamental to dealing with these challenges. The two American wars in
the Middle East have had severe impact on regional peace and intensified ethnic conflicts in
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the region. Meanwhile, the conflict between India and Pakistan is the deeper reason for the
spread of terrorist activities throughout the South Asia region. Until these regional conflicts
are resolved, terrorism will not disappear, but continue to spread.

5. Rising Threat of Nuclear Proliferation

After more than a decade of stagnation,
After more than a decade of stagnation,

global nuclear arms control has made
_ progress during 2010-2012. Practically
speaking, however, these advances are speaking, however, these advances are
little more than symbolic, as effective non- little more than symbolic, as effective non-

proliferation remains difficult. Until the | proliferation remains difficult.

security situation improves, awareness of

global nuclear arms control has made
progress during 2010-2012. Practically

the strategic leverage that nuclear weapons can provide will grow. Certain state leaders, especially
in the wake of Gaddafi's demise, have a deepening conviction that nuclear weapons are essential
to protecting not just their governments but the lives of themselves and their families. Nuclear
proliferation will hence escalate.

America has yet to abandon its nuclear deterrence policy. In 2009, when American President
Obama took office, he proposed the establishment of ‘a world free of nuclear weapons’. By the first
half of 2010, nuclear arms control had become a focus of attention of the international community,
with the US making a high profile adjustment to its nuclear strategy, the US and Russia signing a
new disarmament agreement, and the successful convening of the international nuclear summit
and the Nuclear Non-proliferation Treaty Review Conference. Yet in the second half of 2010 and
early 2011, America had conducted three subcritical nuclear tests, demonstrating that it was not
likely to abandon its nuclear deterrence policy, and that the dream of a ‘non-nuclear world’ was no
more than strategic posturing.

The change in America’s arms control policy took place in accordance with its new assessment
of the international security environment, which observed the major changes in world security
since the end of the Cold War. Although the prospect of nuclear war between nuclear powers is
almost non-existent, the problem of terrorism by non-state actors is increasingly apparent. Should
such actors obtain nuclear weapons, they will not hesitate to deploy them in terrorist attacks.
The massive US nuclear stockpile and its nuclear deterrent are completely ineffective against
this; it is the greatest threat facing the United States. Only by constructing more effective non-
proliferation regimes can the US respond to this threat and prevent terrorist organizations from
obtaining nuclear weapons or nuclear material. Fundamentally, America’s new disarmament policy
has strategic considerations aimed at shifting it away from the Bush administration’s eight years
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of passive disarmament diplomacy towards a more active approach that can improve America’s
international image and help it gain moral ground and support. It is also critical to point out that,
from a technical standpoint, a shift in America’s nuclear strategy will have no impact on its nuclear
deterrence. The Bush administration took full advantage of the decade-long intermission in arms
control to pour money into research and development of nuclear technology. The US has now
upgraded to a new generation of nuclear weapons technology.

During the time the US promoted its ‘non-nuclear world’, nuclear crises on the Korean
peninsula and in Iran continued to pose challenges. Since 2009, when North Korea announced its
withdrawal from the Six Party Talks, no progress has been made on the Korean nuclear crisis. With
the DPRK leadership transition on the horizon, developing nuclear weapons remains an important
bargaining chip with regards to ensuring the stability of the North Korean regime. The nuclear
crisis in Iran has similarities. With regards to Iran, the US has maintained its traditional approach
of increasing pressure while engaging in dialogue, and will not easily loosen its strict sanctions
against Iran. Under such circumstances, the Iranian nuclear crisis has reached a stalemate with no
breakthrough on the horizon.

|l. Failure of International Institutions and World Turmoil

Although the problems discussed above are in different areas and regions that seem not to
relate to one another, it is worth asking why such a concentration of turmoil has appeared over the
past several years. The causes have been present throughout many different historical periods.
For example, China’s border diversities with its neighbours are not new, and neither is the problem
of dictators in Arab states. Similarly, American financial institutions have always served the interests
of the wealthy, and the European debt crisis has been a problem for several decades. Why is i,
though, that 2011 saw so much domestic and international upheaval? Answering this question
will uncover the deeper factors underlying global turmoil, and act as the basis for identifying an
effective response. Comparing the current international political turmoil with the international
context during and immediately after the Cold War illustrates that the international environment has
undergone extensive change.

1. International and Domestic Polarization Resulted from Globalization

After the Cold War, the Eastern and Western markets integrated, and the pace of globalization
picked up. In the course of this process, major global divisions started to appear that gradually
polarized the globe. First were divisions between states. Economic globalization led to the
transfer of capital and industry from developed states to developing states and, by virtue of their
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low wages, some developing countries have gradually become the factories of the world. The
rapid development of their real economies has enabled developing countries to accumulate vast
wealth, closing the gap in power and influence between themselves and developed countries.
Second were divisions within countries. Under the free market economy, distribution of wealth and
economic development within societies has become seriously unbalanced, and polarizing divisions
have gradually deepened to the point where social instability has become a critical inhibiting factor
in economic development.

This international and domestic polarization is the background against which the present
turmoil is unfolding. At the international level, the structural power between states is shifting
towards more of a balance. Some developing countries are moving from reliance upon developed
countries for economic development to becoming their competitors. As the global economy
carries on performing poorly, most of the world’s states have started to compete, some even
adopting ‘beggar thy neighbour’ policies such as raising trade barriers, increasing customs tariffs
or depreciating their currencies to stimulate exports. These factors make it more difficult for the
tightly linked world economy to recover. Within states, seriously unbalanced economic growth has
fractured societies. These social fissures constrain the economic recovery of states and make
sustainable development difficult to achieve, and also influence the economic development of
other states. These social polarizations are also a factor in the eruption of domestic political crises.
Large differences within states or regions make it difficult for them to cooperate in response to

crises.

2. The World without Effective Leadership

The capability of America’s global
The capability of America’s global leadership

is in relative decline. Other major powers lack
the capacity to compensate for failures in
compensate for failures in American American leadership and have proven incapable
leadership and have proven incapable of establishing collective leadership structures.
of establishing collective leadership None of the present international organizations
is capable of providing effective leadership of
the international order. The absence of resolve
among international political leadership could
of providing effective leadership of the | \ye|| be the primary reason for the turmoil
international order. The absence of overwhelming the world.

leadership is in relative decline. Other
major powers lack the capacity to

structures. None of the present
international organizations is capable

resolve among international political

leadership could well be the primary reason for the turmoil overwhelming the world.

As the international environment has changed, the decline in American power has made it
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incapable of providing the international community with necessary public goods. At the end of
the Cold War, America was the world’'s sole hegemonic power. It could use its strong economic,
political and military power to maintain its own interests and those of its allies, shape the world
order according to its will, and promote American democratic institutions and its liberal market
economy. After 911 and the ten year-long war against terror had exhausted American leadership,
the additional challenge of the financial crisis caused a decline in American power. In the
economic, political and security sectors, America is capable only of considering its own interests,
and its irresponsible behaviour has damaged the international order.

With respect to the economy, the financial crisis and sovereign debt crisis have destroyed
the myth of American economic security. With the economy in disarray, rising unemployment has
become a major social problem in the United States. After the financial crisis, the combination
of the budget deficit, the savings deficit and the trade deficit constituted a major challenge. The
United States has lost its status as the first engine of the world economy. The position of the US
dollar as the world’s most important reserve currency is declining, undermining the confidence
of investors globally and also the ability of the world financial system to restore global economic
growth.

As for counterterrorism, the reality that American efforts to battle terrorism have caused it to
spread has resulted in a world-wide loss of confidence in the American-led war against terror. Also
problematic is that the war on terror has a double standard: America only takes action against
organizations that pose a threat to the United States. As a result, although Al Qaeda has been
weakened, other terrorist groups have actually expanded. American support for Israel and efforts
to block Palestinian statehood make the US the enemy of the entire Islamic world. This US policy
is an important reason why terrorism continues to breed. It strengthens anti-American sentiment
throughout the Middle East, so creating a long-term threat to regional stability.

The weakening of American leading capability has caused the world to fall into turmoil. At
present, however, no other states can replace America and provide global leadership. China
continues to follow its foreign policy principles of keeping low profile and developing its domestic
capabilities, not taking the lead, not holding up the flag, and not forming alliances. This makes it
impossible for China to take on the responsibility of world leadership. The European Union has not
been able to recover from its own economic crisis, and now faces the danger of member states
exiting the Euro Zone, implying that EU integration has stagnated and now seems to be regressing.
As such, the EU is in no position to take on a global leadership role. Outside of America, China and
the EU, there appears to be no other potential force for world leadership.
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3. Low Consistence between Rights and Responsibilities

Another point relating to the lack of global

Another point relating to the lack
of global leadership which could also
be an underlying reason for turmoil is
the fact that international institutions
in the international context and international are not able to adjust to transitions

order. If, in the absence of a global leadership, in the international context and
international order.

leadership which could also be an underlying
reason for turmoil is the fact that international
institutions are not able to adjust to transitions

international institutions were to take on more

responsibility, they might then be able to maintain

the international political order. Unfortunately, prevailing international institutions are not able
to enact this role, the reason being that although the international environment has undergone
tremendous change, the institutions embedded in it are still not able adapt to variations in the
power structure. Institutions that cannot properly balance rights and responsibilities are hard-
pressed to provide effective leadership. Under the framework of many global and regional
international organizations and institutions, conventional great powers insufficient in real power are

placed in privileged positions, yet lack the influence necessary to enact their roles.

The classic example of what happens when international institutions are unable to resolve
global problems is that of the combination of rapid proliferation of international organizations and
institutions and decline in their capacity to resolve problems or alleviate crises. Examples include
the World Bank and IMF, who are powerless to help Europe out of its debt crisis, and the UN,
which can do nothing to resolve the dispute between Palestine and Israel. After ten years of war on
terrorism the world is less secure, and terrorist attacks are on the rise. Rather than attempting to
reform these institutions and so expand their capacity to resolve problems, however, the approach
has been to create more international institutions equally incapable in this respect. Many such
institutions are highly inefficient, or in danger of being little more than official talk-shops. This
phenomenon is particularly evident in Asian-Pacific region, where APEC, the ASEAN Regional
Forum, ASEAN+3, the East Asia Summit and the Six Party Talks are all low in effective capacity.
The inability of great powers to cooperate and take on responsibility has deprived these institutions
of the power to act. If an international institution is to be effective and have the ability to act, great
powers within it must be endowed with the highest degree of authority, and at the same time take
on more responsibility than members of lesser stature.

With regards to both global security and political affairs, United Nations decision-making
bodies are becoming less able to adapt to the crises that the international community faces.
Bipolarization has caused divisions between permanent members of the Security Council that
hark back to the Cold War period; permanent members step up their use of the veto, making a
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consensus among members states voting on any particular issue unlikely. The US, UK and France
generally vote together, the UK tending merely to double the weight of American votes. Germany,
Japan, Brazil, and India are growingly discontent with the structure of the permanent membership
of the Security Council, and keen to reform it. Germany is also extremely dissatisfied with the UK
and France for monopolizing control over global security affairs when they are not even capable
of taking responsibility in Europe. For this reason, Germany purposely distances itself from France
and the UK on a range of international security issues. For example, Germany abstained from
voting on the Libya no-fly zone to express a lack of support for US, UK and France policy; nor did
Germany participate in military operations in Libya.

As for the international economy, in addition to being incapable of saving the failing European
economy, France and the UK have also played a counterproductive role. The UK itself is outside
of the Euro Zone, and does not maintain an independent stance on economic and security issues,
instead following that of the United States. It played a negligible role in rescuing the European
economy. As the largest economy in Europe, Germany is the only state capable of ameliorating the
European sovereign debt crisis. France, however, in addition to taking on its share of responsibility
for economic leadership in Europe, often makes policy proposals that are at odds with those of
Germany. This limits the effectiveness of German influence and leadership in Europe.

With regards to reforms to the World Bank and the IMF, since little heed has been paid to
the voice of developing market states it has proven impossible to motivate these countries to
participate in global economic affairs. In recent years, the World Bank has increased its lending
capital by US$ 86.2 billion, more than half of which has been provided by developing countries.
After the international financial crisis, it was the vibrant economies of China, India and other
developing countries that enabled the global economy to avoid further decline. China has already
surpassed Japan to become the world’s second largest economy. China, Russia, Brazil, and India
now account for 42% of foreign reserves (not including gold). The structure of global economic
power, however, has not adjusted to these new realities. Voting rights in the IMF are controlled
largely by the US, the EU and Japan, China’s share previously not even matching that of the
Netherlands. America is the largest shareholder in the IMF, with a share of 17.4%, while China’s
is just 3.72%. In the reforms of November 2010, more than 6 % of shares were transferred to
developing economies. Of the BRICs, China ranks third, Russia eighth, India ninth and Brazil
tenth. After the April 2010 reforms to the World Bank, China still holds only 4.42% of voting rights,
while the US, culprit of the global financial disaster, holds 15.85%.

Toward a Stable Global System

13



14

lll. An Even More Tumultuous 2012

This report expects that 2012 will be even
This report expects that 2012 will

be even more tumultuous than 2011. It
will be difficult for the global economy
between major powers will deepen, domestic to recover, strategic frictions between
social turmoil will worsen, and armed conflicts are major powers will deepen, domestic
social turmoil will worsen, and armed
conflicts are also likely to grow.

more tumultuous than 2011. It will be difficult for
the global economy to recover, strategic frictions

also likely to grow.

1. Difficulties Facing World Economic Recovery

Of the world’s three largest economies, the American economic recovery is lagging and
Europe has fallen into a serious sovereign debt crisis. According to the second quarter report of
the U.S. Department of Commerce, the American economy grew 1.3% in the second quarter, less
than market expectations. Anticipated growth for the third quarter is not expected to exceed 2%.
On August 10, the US Federal Reserve announced that the federal lending rate would remain
at the historical low of 0.25%, and that it would purchase more treasury debt in order to maintain
the existing bond holdings on its balance sheet. This move was considered as a sign that the US
Federal Reserve would implement a new round of monetary expansion, behind which was the
Federal Reserve’s more pessimistic outlook on the economy. On October 1, the White House
Office of Budget and Management issued a report stating that next year’s economic growth would
be between 2.6% and 3.3%, with unemployment at 8.3% to 9%, and that the US would continue to
maintain a high deficit, high unemployment and low growth.

In Europe, the debt crisis, which has deteriorated throughout the year, could well worsen
in 2012. As the states in the midst of the crisis are not able to resolve their own problems, its
resolution depends largely on the direction and magnitude of assistance efforts from neighbouring
countries and institutions. On this issue, European states find it difficult to come together because
of factors such as elections and societal forces. As the largest economy in the Euro Zone in terms
of GDP, Germany’s will and capacity to rescue the states in crisis is critical to advancing beyond
the crisis. The German public, however, has little interest in expending massive amounts of money
on bailing Greece out. In mid-July, after a heated domestic debate, the German government
reluctantly announced that the European Central Bank and the IMF would coordinate to provide
Greece with a second round of assistance. Should Italy or other countries be further affected by
the debt crisis, however, it is unclear whether or not Germany will continue to provide aid.
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2. Growing Friction between Major Powers

2012 will be an election year in the truest sense. The US, Russia, France and South Korea
will all hold presidential elections. In China the Communist Party will hold the Eighteenth National
People’s Congress and select a new central leadership. Next year might also see Japan change its
Prime Minister and the DPRK go through a presidential election, and Taiwan will elect a new leader.

In this year of elections, political elites
Political candidates in some countries

will try to win votes by sacrificing foreign
relations, and the hard-line foreign
be fewer foreign state visits, which is policies that they advocate or carry out
disadvantageous to the timely alleviation of may result in greater political tensions

conflicts between powers. Political candidates | between the major powers.

in some countries will try to win votes by

in all countries will pay greater attention to
their domestic affairs. There will consequently

sacrificing foreign relations, and the hard-line foreign policies that they advocate or carry out may
result in greater political tensions between the major powers. For example, the US and China may
clash over East Asian Security, the value of the RMB, balanced trade, or the level of openness of
financial markets. Candidates for the US presidency will certainly attack one another on issues
related to economic relations between the US and China. To win a second term, President Obama
may well introduce hard-line economic policies towards China, which will have impact on the
development of US-China relations.

Russia and the US may clash again over democracy, strategic stability, or Middle Eastern
issues. Russia and Europe could have disputes over energy supply and Russia’s domestic
reforms. Japanese government, to gain the confidence of the people, may continue to take a hard-
line policy approach to territorial disputes, which could bring it once more into conflict with China,
Russia and Korea. There could also be a rise in tension between China and Japan over history
issues. Meanwhile, there is danger that the ROK and DPRK will attack one another politically as
they each prepare to change leadership. Finally, should the DPP return to power in Taiwan, it will
be difficult to maintain the current level of stability across the Taiwan Strait.

3. Increase in Violent Social Conflicts

The year 2012 might also The year 2012 might also see violent uprisings
see violent uprisings and armed and armed conflicts as a result of social turmoil. The
conflicts as a result of social | more intense the domestic social turmoil, the more
opportunities for foreign interference and a greater
likelihood that turmoil will overspill state boundaries.

turmoil. The more intense the

domestic social turmoil, the
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more opportunities for foreign interference and a greater likelihood that turmoil will overspill state
boundaries.

This is precisely what has happened in the Middle East and Northern Africa, where political
turmoil provoked an international war (Libyan War) and several serious violent domestic uprisings
and armed conflicts (Tunisia, Egypt and Syria), and has yet to end. The Syrian government
remains at odds with opposition forces, and there is still a threat of civil war. Since the overthrow
of the Gaddafi regime, the Transition Authority continues to struggle against remaining hostile
elements and with the distribution of power and the arduous tasks of stabilizing society and
rebuilding the economy. Failure to handle these challenges could result in a resumption of civil
conflict. Although the situation in Egypt has remained relatively stable since the fall of Mubarak’s
regime, the difficulty of resolving accumulated contradictions and problems makes this a fragile
stability vulnerable to destruction or exploitation. The violent conflict between the Copts and the
government that broke out in October is one such example. It implies that Egypt could next year
see the eruption of widespread demonstrations leading to violent conflicts between the government
and demonstrators or between different political factions.

Moreover, although it is less likely that other states will experience the violent conflict that
swept Libya and Syria, there is still the possibility that social contradictions could result in large
scale protests culminating in violence. Facing weak economies, high unemployment, and
overridden with debt, it is also not inconceivable that developed Western states could experience

violent conflict.

IV. International Institutional Reform and China’s Role

The international political and economic
This report proposes that the objective

of reforms is to establish new international
economic and political institutions with
mechanism, and as such are unsuited to self-adaptability. Self-adaptability refers
the current international system. This report to institutions that are able to adjust their

proposes that the objective of reforms is to | leadership on a regular basis in response
to changes in power structures.

institutions that the victors of World Wars
Il established have no self-adjustment

establish new international economic and

political institutions with self-adaptability.
Self-adaptability refers to institutions that are able to adjust their leadership on a regular basis in
response to changes in power structures.
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1. Reform Principles for International Institutions

Principle of Consistency between Rights and Responsibilities The membership of
leadership structures of international organizations shall, in accordance with changes in power
structures, undergo adjustment every five years. In reality, few international organizations maintain
a principle of determining rights and responsibilities on the basis of power, the problem being
that they lack a mechanism for regular adjustment of leadership. Owing to rapid economic and
technological development, the relative power of states changes at a rapidly accelerating pace. If
international institutions maintain the trend of not changing their leadership for decades they will
find it impossible to keep up with changes in the international distribution of power. Mechanisms
that move states that have declined in power out, and growing powers into leadership roles can
ensure that international organizations continue to provide effective leadership of the international
community.

For example, current proposals for reforms to the UN Security Council include additional
members, but none propose shifting members off of the Council. The debate is framed according
to which states will become new permanent members of the Security Council — Japan, Germany,
Brazil or South Africa. No states appear to have considered which of the current permanent
five members should be eliminated. From the end of World War Il in 1945 to the present, the
international distribution of power has undergone tremendous change, from the bipolar world of
the Cold War period to the present uni-polar world with a single hegemonic power. Since the 2008
international financial crisis, China, Russia, India and Brazil and the other BRICs have increased in
comprehensive national power, and Europe has continued to decline; certain European countries
are sliding once more into debt crises. This being the case, and given the present structural
distribution of power, it no longer makes sense for European countries to maintain two permanent
seats on the Security Council. At the same time it is reasonable that Germany, as most powerful
and influential European state, replace the UK or France on the Security Council. Reforms to
the Security Council, therefore, should consider adding to and subtracting from its membership
— that is to say, in the process of considering the addition of new seats on the Security Council,
consideration should also be given to eliminating certain declining states.

As to international economic organizations, the IMF and the World Bank should establish a
mechanism that entails regular redistribution of shares to ensure that membership is adjusted in
a timely fashion to reflect position and influence within the international economy. Moreover, the
convention whereby Europeans and Americans serve as the leaders of these organizations should
be abolished. In the same way that domestic political institutions do not accommodate lifelong
leadership tenure, neither should international institutions. As for new international institutions, the
G-20 should establish a mechanism that regularly changes and adjusts membership according to
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the size of national economies. This would avoid the problems that the IMF has faced. At the same
time, the G-20 should establish a tiered leadership of a structure similar to that of the Security
Council. The leadership body should be made up of the world’s largest economies and give them
authority over major international economic affairs, thereby enhancing leadership efficiency.

Principle of Rights According to Issue and Area The adjustment of leadership of
international organizations should be based on the objectives that the organization seeks to meet
in a particular field or sector and the rights that states have in such field or sector. Organizations
in the security, political, economic, cultural, environment and other sectors should determine and
adjust their leadership based on different criteria.

This principle of issue, area and influence is indeed a pre-condition to the rights and
concomitant responsibility consistent with it. Only when the distribution of power and influence
in a particular issue and area is clearly understood can the principle of consistency of rights and
responsibility be put into practice.

In the international security sector, as the world’s sole superpower with the most powerful
military, America should take on the greatest responsibility for maintaining international security.
Sitting idly by as the Middle East and Northern Africa fall into turmoil constitutes dereliction of duty.
As the second largest military power, Russia should join the US in taking primary responsibility on
international disarmament issues.

As to the international economy, America, the European Union and China are the world’s
largest economies, while Brazil, India and other emerging economies are developing at a rapid
pace. China’s voting rights in the IMF and World Bank do not correlate with its position in the world
economy. Brazil, India and other emerging economies, meanwhile, have a smaller share of voting
rights than do small and medium sized European countries. This makes it impossible for them to
reflect their power and position within the international economy.

Principle of Regional Priority Reforms in international institutions must give precedence to
regional institutions when resolving problems. The majority of international conflicts occur within a
particular region. If regional institutions are able to resolve the conflict, therefore, external forces
and global international institutions need not get involved. This will help regional institutions play
more of a role and prevent disputes from provoking broader international conflicts, and hence
reduce conflicts between global powers. For this reason, as global international organizations are
reformed, consideration should be given to their relationships with regional organizations, to whom
more authority and support in resolving problems should be given.
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With respect to Libya, had the United States and Western states allowed the Arab League or
the Organization of African Unity to play a greater role, the Libyan War might have been avoided.
With regards to Syria, all parties should allow the Arab League to play a greater role. ASEAN
should play a role in terms of preventative diplomacy in the Cambodia-Thai border conflict, and
Thailand and Cambodia should have greater confidence in ASEAN'’s ability to mediate.

Principle of Gradual Reform A significant reason for the current international and domestic
turmoil is that the pace of global change has accelerated since the 2008 financial crisis, to the
extent that certain states have lost control. The institutional reforms proposed in this report cannot
be implemented in the short term. In fact, should the pace of reforms be too rapid, they might
engender still more conflicts and crisis. Based on the experiences of China’s reform and opening-
up over the past thirty years, reforms in international institutions must take place gradually and in
stages.

2. China’s Role in Rebuilding the International Order

As the world’s second

largest economic power and As the world’s second largest economic power
a rapidly rising state, China and a rapidly rising state, China should play an
adequate role in the reform of international institutions
that is consistent with its global status. China should
adjust its foreign principles and propose reforms of
institutions that is consistent | jnternational institutes for a stable international order.
with its global status. China

should play an adequate role
in the reform of international

should adjust its foreign principles and propose reforms of international institutes for a stable
international order.

China should stress on the
China should stress on the principle of ‘playing

a certain role’, especially in global affairs. The White
Paper China’s Peaceful Development issued in
The White Paper China’s September of 2011 states that China should actively
Peaceful Development issued live up to international responsibility.

principle of ‘playing a certain
role’, especially in global affairs.

in September of 2011 states
that China should actively live up to international responsibility, and “China has actively participated
in reforming international systems, formulating international rules and addressing global issues.
It supports the development of other developing countries, and works to safeguard world peace
and stability...China will assume more international responsibility as its comprehensive strength
increases.” As a world power, China should not adopt neutrality or fail to adopt a policy.
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China should promote the ‘Principle of
China should promote the ‘Principle of

Consistency of Rights and Responsibilities’
as the overarching principle in reforms to
international institutions, and increasing international institutions, and increasing
efficiency as the direction of reforms. efficiency as the direction of reforms.

Consistency of Rights and Responsibilities’
as the overarching principle in reforms to

The white paper, China’'s Peaceful
Development states: “As countries vary in national conditions and are in different stages of
development, they should match responsibility with rights in accordance with their national strength.
They should play a constructive role by fulfilling their due international responsibility in accordance
with their own capability and on the basis of aligning their own interests with the common interests
of mankind.” China should advocate that states shoulder responsibility and enjoy rights in each
area or sector, on the basis of the distribution of power in that particular area or sector. China does
not exclude states that are more powerful than it is itself in certain areas from taking on leadership
positions there. At the same time, China should shoulder more international responsibility in areas
where it has an advantage.

China should promote the principle of internal-external
China should promote

the principle of internal-

external cooperation in
cooperation should be that of how to encourage this state alleviating turmoil.

cooperation in alleviating turmoil. When a state experiences
domestic political turmoil, the principle of international

to achieve political reconciliation through internal reform,
and should not undertake policy that provides military support to the state’s opposition parties in
order to overthrow the ruling authorities. Such an act will only intensify conflict, provoke an armed
conflict or even civil war or international war. With respect to Syria, if the international community
can follow the suggestions of China and Russia and oppose interference by external forces which
might cause another war, while encouraging the Syrian government to step up the pace of reforms
and support the progress of negotiations and reconciliation between opposing parties, the situation
in Syria will be likely to improve.

China should promote the principle of prevention of
China should promote

the principle of prevention

of politicization of economic
between states are on the rise, and if economic conflicts conflicts.

politicization of economic conflicts. Under the influence
of the global financial crisis, economic conflicts of interest

are made political, or if ideologically-based accusations
are tacked on to economic conflicts, the outcome will be a worsening of international conflict. To
prevent intensification of conflicts between states, all sides should maintain the principle of open
discussions and reduce accusations based on ideological differences. As ideology involves beliefs,
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accusations of this nature will not change the other party’s beliefs, and only intensify emotional

differences.

V. Conclusion

The international turmoil in 2011 implies a
new change of the international configuration
and a possible bipolarization from the current
American dominated uni-polar word. The
international turmoil that has accompanied
with requires that we need new proposals for
the reform of international institutions. In order

In order to establish an international
order that can maintain long-term peace
and stability, international institutions
need self-adaptability and enhanced
leadership capacity to enable effective
response to rapid global change.

to establish an international order that can maintain long-term peace and stability, international

institutions need self-adaptability and enhanced leadership capacity to enable effective response

to rapid global change.
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