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Foreword

The ongoing tectonic power shifts in the global system have become the
paramount topic for academic reflection and political strategies in interna-
tional affairs. A group of rising powers from the global South is effectively
challenging western predominance, the hallmark of the global order over the
last two centuries. Different labels and analytical categories are used in iden-
tifying the new powerhouses, such as Asian drivers of global change, anchor
countries, and now the B(R)ICSAM constellation of Brazil, Russia, India,
China, South Africa, and Mexico, introduced by the Centre for International
Governance Innovation (CIGI) in Waterloo, Canada. This highly innovative
think tank has been at the forefront of systematic research on global gover-
nance arrangements that would be capable of addressing the survival issues
of sustainable development and equity. CIGI’s research is built on long-
term transnational networking that brings together high-ranking scholars
from the industrialized and the developing worlds.

The volume at hand is an excellent example of the timeliness and inclu-
siveness that characterize CIGI publications. It takes a comprehensive view
of the Heiligendamm Process (HP) established in 2007 by German chancel-
lor Angela Merkel, then G8 host. This outreach effort of the leading indus-
trialized countries toward those five emerging powers provides a new
framework for issue-based informal exchanges on crucial aspects of global
policy making. Due to end in 2009, the HP has come half the way in trying
to build trust and identify common approaches to pressing problems. It
remains to be seen if it can open the gate to a formal expansion of the G8
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or if it, rather, represents yet another makeshift exercise without positive
impact for summit reform.

The contributions to this volume cover a wide range of analytical and pol-
icy issues related to the HP and to the current global order in a broader
sense. They highlight the multiple motivations and interests of participat-
ing nation-states and ask for the implications of G8 reform for the global gov-
ernance system. Of particular relevance are the perspectives of rising powers,
which are introduced through detailed country profiles of each of the five
dialogue partners. An article on the Association of South East Asian Nations
(ASEAN) complements the section on the developing world and an article
on the Organisation of Economic Cooperation and Development (OECD)
offers an institutional context for the HP. With regard to industrialized coun-
tries, the United States, Russia, and Germany (as initiator of the HP) receive
special attention. The insights of these excellent contributions will be of
lasting benefit to scholars and practitioners alike as they grapple with the tur-
bulent reshaping of global affairs of which the HP is a small but significant
element.

Dirk Messner
Director, German Development Institute (DIE)
Bonn, August 2008
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Preface

This is a book on the role of big emerging powers in the workings of the
Group of Eight. It considers a number of global issues that bother states
and organizations at the high diplomatic table and the strategies used to
address them. The contributions here certainly deliver—in detail and with
sophistication—to this important discussion, given the fact that the area is
new.

The editors set the stage in the introductory chapters by stating their
interest in structure over causation. But the compulsion of life—even at the
level of global abstraction—pushes analysis further, toward interests and
changing strategies in an emerging multi-polar world. The interface between
this analytical discourse and the descriptive and normative aspects of struc-
ture is the true strength of this book. It recognizes that no neat formulas
are available to explain certain developments and that some formulas fall by
the wayside as states manoeuvre their own interest through different struc-
tural organizations.

The analysis, however, has substantive content, since the global aspects
of issues emerging again and again are compelling. At the structural level,
the authors examine institutional alternatives. They bring out the relation-
ship between ideas, economic strategy, performance, and diplomatic lever-
age. This is a fascinating book, and it will be read widely by students of
international affairs and used in diplomatic training.

The question that will follow—and one hopes that Andrew E. Cooper and
Agata Antkiewicz will use some of their unbounded energy to pursue fur-
ther—is this: Why did some of the earlier outreach initiatives not go as far

e



00_HP_front.gxd 2008/10/01 9:01 AM Pageét

X Preface

as designed? Progress toward the laudable leaders’ 20 (L20) initiative, as pro-
moted by former Canadian prime minister Paul Martin, was started but
never matured to Martin’s original design.

We need to push the analysis of mistakes made, for, as the contributors
rightly bring out, the world is different now and the cost of making mis-
takes is much higher. The G8 has struggled to develop an effective strategy
of engaging the big emerging powers from the global South, and can be seen
as ill equipped to face the reality of emerging global problems. There is, for
example, an unerring similarity with the outcomes of the special Commit-
tee on Agriculture of the World Trade Organization (WTO), in its different
roles since the 2001 Doha ministerial. Modalities drafts are changed at the
last minute with almost expected consequences.

In terms of structures, there is one major finding and there are two issues.
The finding is that it is early hours yet and each structural profile has pos-
itive and negative points, from very practical ones such as the Outreach Five
(Os) to the normative ones advanced by Colin I. Bradford. The urge for
clarity can in this context be neurotic; the actual outcomes will vary. Abdul
Nafey talks about states using concentric circles of influence as strategy and
methods—an idea developed by Rajiv Gandhi—to pursue their objectives,
and expanding the G8 will be only one such method. It needs to be strength-
ened, since normatively it is an attractive solution.

Yet there are two riders. The first is the networks available at present are
not strong enough to bring global ideas to the fore in a business-like man-
ner such that the current format of the G8 Plus Five—that is, including
Brazil, China, India, Mexico, and South Africa—addresses them in com-
pelling terms for solutions. The WTO is not discussed here as an alternative
in any meaningful way. And second, although the initiatives of self-help
groups were taken by the G8 in 2005 at the Gleneagles Summit, this discus-
sion leaves out most of the big global financing reform issues and the national
policies on empowerment of organizations of the poor, on rural develop-
ment, and on agricultural growth. The energy initiative fell short. China
engaged, but was skeptical; it was new and pursued the art of following its
national interest and championing the developing world simultaneously.
India was skeptical, with its prime minister saying that he was not coming
to petition but to solve the problem, and the structure does not provide for
it. The force of Brazil in opening up world markets has not yet been fully
unleashed. Mexico occupies a strategic position geographically but also as
a bridge to the Organisation for Economic Co-operation and Development
(OECD). South Africa and its revolutionary concepts of egalitarian change
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(coining the expression of solidarity) do not get a hearing. On the sixty-
first anniversary of Indian independence, the South Africans are a very
refreshing presence, for they remind us of the early years of independence,
as we here in India celebrate the National Day in a jaded manner.

When I wrote in Reforming from the Top: A Leaders’ 20 Summit that in
addition to the sherpas we also need the coolies, I was quite serious. Anne-
Marie Slaughter has elegantly described the need for networks to buttress the
G8 Plus Five or any other arrangements. This book is an important part of
that process. Change will be incremental, but the preparations for it must
be inclusive. Paul Martin’s idea that personal interaction among leaders is
necessary in solving difficult problems remains a powerful one, for if the
language of the other is not known or understood, progress is impossible.

“Alagh’s law” states that the next generation is smarter than mine. The
future will inexorably build on experiences of the present. This collection
assembled by the Centre for International Governance Innovation draws
out the next few steps on which future encounters and battles will take place.
This book is recommended to all those interested in the future of the world.

Yoginder K. Alagh

Chairman, Institute of Rural Management, Anand, Chancellor, Nagaland
University, and former Minister of Power, Planning and Science and Tech-
nology, India

Ahmedabad, August 2008
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The Heiligendamm Process
Structural Reordering and
Diplomatic Agency

Andrew F. Cooper

The question of how to deal with emerging powers in a manner that but-
tresses the architecture—and rule-making—of the international system rests
at the core of global governance. Fundamental rearrangements of the global
order have taken place historically via post-conflict settlements. New forms
of institutional structures—and representational privileges—are one of the
main outcomes emanating from massive disruptions in the status quo. The
distinctiveness of these rearrangements (post-1815, post-1918, and post-1945)
is in how they were constituted as specific frameworks, not the causation of
their making.

Bringing big emerging powers into global governance as a means to tem-
per conflict is far more novel, whether conflict is interpreted in a classic geo-
political fashion or stretched out to include economic rivalry. If the potential
benefits of such an effort can be readily understood, the challenges to such
an ambitious design are formidable. Operationally, the crucial test hinges on
a degree of anticipation. If the template for dealing with structural reorder-
ing follows the traditional path, the process of reorganization will only come
when the old system breaks down amidst strategic and commercial turmoil.
Breaking with orthodoxy before this stage is reached takes far more imagi-
nation with regard to the capacity for responsiveness to balance order and
innovation.

Normatively, the design sets a higher bar than in the past. On the one
hand, it points toward some greater collective responsibility in an array of
functional areas. On the other hand, it necessitates some serious redistrib-
ution of powers and status with respect to diplomatic agency. Order must
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be joined with some attributes of governance, at the very least in terms of
the multipolarity of power and the addition of key new institutional ingre-
dients. At the same time as the established interstate hierarchy is reconfig-
ured (Clark 1991; Ikenberry 2001; Hurrell 2007), the character of the
rule-making processes deepens in tandem with the heightened range of
issues on the policy agenda.

Because of the centrality of emerging powers—as both drivers of struc-
tural change and claimants for elevated diplomatic recognition—there is a
selective, even exclusive quality to the design of the new global architecture.
From this perspective, there is some degree of continuity built into the
process. Akin to earlier formulas, the benefits vis-a-vis a fundamental reorder-
ing of the international system was highly inequitable. This was as true of
the 19th century concert of power as it was of the post—Second World War
architecture, as witnessed in the creation of the Bretton Wood system and
the United Nations Permanent Five (P5) members of the Security Council
(UNSQ).

The experience of the G8 club of rich northern industrial countries, with
the Atlantic hub supplemented by Japan, reveals both the strengths and
weaknesses of the established order as it evolved over time. Faced with the
severe economic shocks associated with the oil crisis of the Organization of
the Petroleum Exporting Countries (OPEC) and deep-set stagflation, the
creation of the club was proof that imaginative leadership could be pro-
duced without the requirement of war. Its record also illustrated a number
of success stories. In terms of its functional reach, the G8 was able to extend
its ambit from its original economic focus to a wider set of geo-political
and social or environmental concerns. In terms of its membership, the will-
ingness of the G8 to move beyond its initial composition in a dramatic
although still awkward fashion, (in comparison to the earlier integration of
Italy and Canada) was signalled by the entry of Russia following its post—Cold
War political transformation.

Increasingly, though, the G8 faces an accentuated double crisis of legit-
imacy and efficiency (see English et al. 2005; Cooper 2007a; Hajnal 2007,
Introduction). The group’s under-representation of emerging powers from
the global South erodes its ability to set priorities for the international com-
munity. It detracts as well from its credibility as an institution that cannot
only mediate or broker solutions to pressing global problems, but also act as
a conduit between different constituencies within the international system.

The functional deficit that comes with holding onto the post-1975 order
extends right across the policy continuum. The issue that jumps out in
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starkest fashion, nonetheless, has been the acknowledgement that the G8 is
incapable of creating a relevant strategy for climate change without the par-
ticipation of major carbon dioxide emitters, such as India or China, or lead-
ing alternative energy suppliers, such as Brazil. In the blunt assessment of
Timothy Garton Ash (2008): “It makes no sense at all to tackle an issue like
climate change without the world’s largest growing carbon emitters ... at the
table.”

The legitimacy or credibility deficit is more amorphous, but is intimately
wrapped up with issues of authority without representation. It is one thing
for the G8 (or Gy) to try to function as a body coordinating the practices of
its own membership. As Robert Putnam (1988), among others, described a
long time ago, this role was performed in a dualistic fashion: with a keen eye
on both the one big G7/8 table and another on the individual domestic tables
back at home. It is another thing altogether to try to extend this authority
over other actors in the international system. This is especially the case in
terms of emerging powers. The G8 cannot simply dictate to these countries
on a policy-specific basis. It must engage with the “upstarts” in the system
if a new type of order is to be constituted.

Beyond Big Bang Enlargement

The starting point for any new design hinges on the sense of robustness.
The scale of change serves as one dimension. Is the change meant to be of
a grand design, or a big bang nature, or, alternatively, to come out in an in-
cremental format? The constellation of change forms another dimension.
Does the process of change target a single country or a number of emerg-
ing powers?

Recipes for big-bang shape shifting have dominated the initial stage of
debate about how the G8 should be reformed. As rehearsed in a number of
publications, the most prominent of designs along these lines is the one put
forward by former Canadian prime minister Paul Martin (2004; 2005) to
create a new Leaders’ 20 (L20) forum.

In terms of membership, the debate goes right across the spectrum. Mar-
tin’s idea was for a diffuse type of membership that replicated the initiative
of the G20 finance ministers and central bank governors. Other G8 coun-
tries have been tempted by a far more discrete formula, picking (or leaving
out) specific countries on an ad hoc basis. The main source of controversy
comes on the status of China. For many observers or participants, how to
handle China remains the only true test of whether the international system

e



01_HP_cooper.gxd 2008/10/01 8:51 AM Page$

4 Andrew F. Cooper

can adjust or manage change in a creative manner. China is the emerging
power reminiscent of past historical cycles, a rising state with both massive
economic power and geo-political ambition. China needs to be brought in,
this logic would have it, at the core of the international system before it is
either unwilling or incapable of being drawn in via this sort of approach.

For others, China is as much the problem as the solution. It is simply too
different or too big to be managed. Normatively, China dilutes the demo-
cratic or pluralistic solidarity of the G8 in a way that other emerging pow-
ers that have solid democratic credentials do not. Any G8-Plus club must
retain some sense of the like-mindedness that animated its original concep-
tion. Operationally, through a similar lens, China hurt rather than helped
on the effectiveness scale. China might be far more economically integrated
(and in some ways institutionally interdependent, as witnessed in its mem-
bership of both the international financial institutions [IFIs] and the World
Trade Organization [WTO]), but it simply lacked “we-ness.” Its world view
on core issues made it an outlier, as did its diplomatic style in the informal
atmosphere of the G8 club.

What is fascinating about the so-called Heiligendamm Process (HP) is
that it offers some possibility of opening up a middle path for initiating
change in the international system. In terms of intensity, it shifts the onus
from a grand or big bang approach—transforming the global structure at
the apex of authority—to a more diplomatic incremental process. In terms
of membership, it balances the claims of China as the largest and most chal-
lenging emerging power with those of India, Brazil, South Africa, and Mex-
ico as additional (if uneven) emerging powers and robust democracies.

This process, it must be acknowledged, is still often overshadowed by
more impromptu calls for change—via an explicit agenda of G8 enlarge-
ment—coming from a variety of sources. What is nonetheless clear is that
the theme of both incrementalism and a targeted membership remains built
into these declarations. An excellent illustration of this perspective comes out
in one of the frequent references to G8 reform made by French president
Nicolas Sarkozy (2007):

The G8 must continue its slow transformation, which got off to a good start
with the Heiligendamm process. The dialogue conducted during recent
summits with the top leaders of China, India, Brazil, Mexico and South
Africa should be institutionalized and scheduled for an entire day. The G8
can’t meet for two days and the G13 for just two hours. That doesn’t seem
fitting, given the power of these five emerging countries. I hope that bit by
bit, the G8 becomes the Gi3.
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Moreover, although the L2o and other more ambitious proposals are
still in play in terms of policy championship as well as in terms of some
considerable intellectual engagement, it is the HP that is a tangible entity.
Enlargement may not have been on the agenda in Heiligendamm, but the
future of the relationship between the world’s most industrialized and key
emerging countries was the major output at the 2007 summit. In recogni-
tion of their stature as major economic and diplomatic players, China, India,
Brazil, South Africa, and Mexico (termed by the G8, the Outreach Five or Os)
were invited to participate in a structured forum for ongoing dialogue with
the G8 over the following two years. The HP was established to focus on
four topics: the promotion of innovation, the enhancement of free invest-
ment and corporate social responsibility, common responsibilities in respect
to African development, and knowledge exchange on technologies to fight
climate change (G8 2007).

Reconfiguring the G8 Club through Incrementalism

At one level, this book traces the HP as an initiative designed to reconfigure
the international order as it exists in the 21st century. As such, it is an attempt
to gauge the success of an effort that is both technically orientated and highly
anticipatory. If appearing far less dramatic and comprehensive than the
well-known narratives surrounding previous attempts at historical reorders,
it is a testimony to the desire to expand the habits and mechanisms of co-
operation, at least at the upper tier of the international system. Although pre-
mature to accord any definitive conclusions about the actual delivery of
results, the book provides conceptual and practical lessons on both the reach
and the limits of innovation as played out in a chronologically and issue-
defined initiative.

If institutions matter, so do the individual members who make up those
institutions. Special treatment is given in this book to the capacities and
diplomatic identities of the emerging powers that have been on the outside
looking in at the G8. These emerging powers have been termed in G8 parl-
ance either the Os or dialogue partners. The emerging powers themselves
have preferred the term the Gs. Although not officially endorsed, the favoured
terminology in the book is B(R)ICSAM. This phrase avoids the paternalism
as well as the lack of specificity of the Os/dialogue partners—“outreach”
being a term that is used not only in connection to states but also by civil
society and even celebrities such as Bono and Bob Geldof (Cooper 2007b)—
while exaggerating the image of the emerging powers acting as a collective
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entity. Although the latter scenario remains an open possibility, it is blurred
by a number of other forms of interaction taking place in and beyond the
Os. From within the best-known grouping is IBSA, encompassing India,
Brazil and South Africa. Extending beyond the so-called BRICs has taken on
some tangible diplomatic shape, with meetings between Brazil, India, China,
and Russia. B(R)ICSAM privileges those five emerging powers at the core of
the HP while at the same recognizing the connection between the big three
of that grouping with Russia—the most recent country to enter into the G8.
All continue to have some elements of their diplomatic character shaped
by their sense of discontent with the established international system. At
the same time, all have long records of diplomatic agency that highlights
their own very own distinctive national personalities. Besides tracing the
actual HP as an initiative, therefore, the book aims to map out what the
B(R)ICSAM countries want in term of a reordered world and how they are
prepared to push for those alternative objectives.

At still another level, the book puts the process of reform and the upward
drive of the B(R)ICSAM into the wider national/international perspective.
Unlike past reorderings, the HP has been initiated without winners and los-
ers decided by direct conflict. This process of reform can still only be a par-
tial mode of adaptation, notwithstanding the G8’s institutional claims—or
analytical acceptance—to be the centrepiece or pivot of global governance
(for very different interpretations of this role see Kirton 1999, 46; Payne
2008, 534—535). If in some ways anticipatory, it is also in some ways reminis-
cent of other specific forms of institutional reform that took place after the
end of the Cold War, most notably the transition of the General Agreement
on Tariffs and Trade (GATT) to the World Trade Organization (WTO).
Without a significant rupture, across-the-board transformation was not an
option. Yet, as the WTO case demonstrates, space could be made of signif-
icant institutional innovation. Indeed, in parallel with the trajectory of the
HP, one of the most significant outcomes from the creation of the WTO
has been the increased role for rising economic powers.

The international context becomes thoroughly intertwined with national
conditions. Through a domestic-oriented set of lens, the motivations of
both the champions and resisters to reform must be factored in. Why do
some countries buy into an agenda of change, either enthusiastically or
grudgingly, and others stay on the sidelines or attempt to push back the ini-
tiative? If viewed through an international institutional lens, questions of
partnership (or ownership) come to the fore. The G8 has continued to be
at the core of the reordering process. However, much of the work of the HP
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has been outsourced via a partnership with the Organisation for Economic
Co-operation and Development (OECD). The merits of this move were
supported by a logic of rationality, as the OECD possesses organizational
assets (both in terms of technical and secretariat support) unavailable to
the G8. But this partnership contained considerable elements of risk as well.
If the HP flourishes, which organization takes the credit? And if it flounders,
which takes the blame?

Although part of the intent here is to provide an account of the opera-
tional mode of the HP, the book speculates as well about some of the larger
implications of the initiative in terms of global order and governance. Aware-
ness of complex forms of diplomatic agency goes hand-in-hand with an
appreciation of structural forces as determining both change and continu-
ity. Is the process of accommodation vis-a-vis emerging powers within the
G8 confined to the workings of that particular club? Or can the HP actas a
catalyst for a wider range of reforms? In either case, the lessons garnered
from the HP possess value well beyond a case specific basis.

Bringing in the B(R)ICSAM

As noted above, the origin of B(R)ICSAM countries being treated as a col-
lective partner to the G8 was in some part a function of their individual
identification as big carbon emitters and energy suppliers. Situationally, the
B(R)ICSAM group was originally invited as an entity by British prime min-
ister Tony Blair to participate at a discussion on climate change and energy
security at the 2005 Gleneagles Summit, in contradistinction to African rep-
resentation on debt relief and development assistance. Yet, as the chapter
by Timothy M. Shaw, Agata Antkiewicz, and Andrew F. Cooper showcases,
the logic of bringing in the B(R)ICSAM goes deeper than this functional
rationale.

At the heart of the drive for restructuring the G8 has been a recognition
that the global balance of power is in the process of changing. By what cri-
teria and to what stage this change has occurred is still very much open to
debate. Popular phrases and acronyms abound to explain or brand the con-
stellation of emerging powers. “Rising China” targets the country with the
quintessential profile—a large population with a rapidly growing economy
in terms of global trade, investment, and foreign exchange reserves—of an
emerging power coming through the ranks within the international sys-
tem. The terms “Chindia” (Lloyd and Turkeltaub 2006) and the “Asian driv-
ers” (Kaplinsky and Messner 2008) add India, the country with the closest
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structural similarities to China (albeit with an economy with a strikingly
different character). Goldman Sachs’s “BRICs” adds Brazil and Russia, coun-
tries that have little in common in terms of economic profile except sheer
size of territory, population, and resources (Wilson and Purushothaman
2003). “B(R)ICSAM?” goes further in adding South Africa, Mexico, and pos-
sibly Indonesia (via the Association of Southeast Asian Nations [ASEAN]).
All combine abundant natural and material strengths as well as weaknesses
(notably pollution, including, in the case of Brazil and Indonesia, massive
deforestation).

On criteria such as gross domestic product (GDP) and growth rates,
nonetheless, the B(R)ICSAM group brought into the Gleneagles Summit, and
formalized through the HP, is as striking for its members differences as for
their similarities. To privilege them as a distinct entity, therefore moves the
rationale beyond not only functional, but also attributes of a structural
nature. Economic diplomatic characteristics—what Denise Gregory and
Paulo Roberto de Almeida in their chapter term the “diplomatic GDP”—are
the glue that puts and holds the B(R)ICSAM group together.

Again, in some part, these diplomatic characteristics merge with classic
geo-political power resources. In pushing forward the notion of a G8 Plus
Five at the 2007 World Economic Forum, at a panel themed “The Shifting
Power Equation,” Tony Blair (2007) justified the move on the grounds that
it would provide (in his often-cited words) an important “forum for agree-
ment between the most powerful nations with a true modern global reach.”

The fixation on geo-political concerns, however, was almost exclusively
placed on China as part of a wider strategy of enmeshment through an
adaptive institutional design. Alone among the emerging powers, China is
judged not only on its economic attributes, but also by its strategic inten-
tions. The stark question was, in the words of John Ikenberry (2008), “will
China overthrow the existing order or become a part of it?”

This exceptional conception (and apprehension) of China merits fuller
treatment about the motivations and behaviour of that country vis-a-vis
the HP. But it also reinforces the need to look more closely at the specific
details of the diplomatic GDP of the other members of the B(R)ICSAM.
Indeed, it is the rich variety of these attributes that inform the country-spe-
cific chapters that make up the middle section of the book.

First, however, the diplomatic attributes of the HP itself must be brought
out. John Kirton explores this theme in his historically sensitive chapter that
locates the HP as part of longer and larger dynamic around the “need to
develop a new centre of global governance.” His survey of how and when the
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G8 has sought inclusion of the official O5 includes snapshots of the G7/8’s
relationship with China, the formation and activities of the G20, and the
role of the finance ministers.

In looking more closely at the HP, Kirton focuses on its distinctive char-
acter. The sense of precedent or social trust is given due attention, as after
having three consecutive summits to which the B(R)ICSAM countries were
invited, it was hard to let them go. The blend of incrementalism and inten-
sity is also featured as integral to the “structured dialogue” within the HP.
The unique traits of particular leaders (above all, German chancellor Angela
Merkel) come to the fore. But the technical orientation of the process allows
sherpas and other state officials to shine as well. In Kirton’s reading of the
future trajectory of the HP, this bias toward bureaucratic skills is unlikely to
go away, and there is a big incentive to expand the mandate of the process
into other issue areas such as macroeconomic management, trade, and infec-
tious diseases.

A Collective Entity or Individual Diplomatic Actors?

The shared diplomatic characteristics of the B(R)ICSAM countries should
not be overlooked. All continue to have a good deal of their international
identity shaped by their position either as a developing country or in soli-
darity with the global South. Gregory Chin’s elaborate analysis of China
and the HP gives pride of place to this ideational notion. He reaffirms that
one of the basic points of reference behind China’s cautious stance is its
desire to maintain its links to and status with the developing world, despite
its material condition as the world’s factory. As Abdul Nafey, Denise Gregory
and Paulo Roberto de Almeida, and Brendan Vickers are at pains to por-
tray, the same is true of India, Brazil, and South Africa, respectively. All value
highly the part of their diplomatic identity that links them to the non-West.
Indonesia, as Paul Bowles describes, is somewhat different in the sense that
so much of its diplomatic identification is concentrated on ASEAN, but
Indonesia has as one of its paramount diplomatic legacies the founding
conference of the Non-Aligned Movement in Bandung.

Mexico, as Duncan Wood denotes, is the exception that proves the
rule. Alone among the B(R)ICSAM countries, Mexico has explicitly shaken
its identity as a developing country, exiting from the G77 when it entered
the OECD. If not diplomatically a part of the South, however, Mexico
continues to identify itself very much as a bridge between North and
South.
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While important, these collective attributes should not be exaggerated.
Each of the countries has a special and highly nuanced diplomatic identity
of their own. It is this separate identity that dominates their behaviour
toward the HP. China’s position is shaped by its unique mix of diplomatic
attributes in the form of confidence and patience, allowing it to play the
long game with respect to the G8. But as Chin argues, this mix does not
mean passivity. China has engaged the HP both to block and to promote
initiatives.

India’s strategic capabilities are in many ways as formidable as its eco-
nomic strengths, not least because of its nuclear status. But neither of these
attributes have translated into realized—as opposed to potential—diplo-
matic prowess. Not only does India live in a tough neighbourhood, but it has
also fallen short of its major diplomatic goal of obtaining UNSC member-
ship. These sensitivities spill over into the debate about the HP (Baruah
2008b; Chaulia 2008). Is this dynamic a means of compensating for other
diplomatic difficulties? Or, as Nafey notes in great detail, will India’s role in
the HP fade because of symbolic shortfalls, with the process exacerbating not
soothing a sense of status deprivation?

Brazil’s behaviour mirrors some of the Indian sensibilities, a common-
alty that extends into their role in IBSA and the G20 of developing countries
whose focus is on trade and agriculture. It is differentiated, nonetheless, on
a number of counts. For one thing, Brazil has a number of potent images or
identities that it can project, a list that includes an innovative energy super-
power and the hub of Mercosur. For another, in President Luiz Indcio Lula
da Silva it possesses a personalistic leader with a global reach. Amidst these
choices, Gregory and Almeida remain cautionary about Brazil’s capability
and commitment to move beyond an issue-specific focus to a grander ambi-
tion concerning the G8.

As neither South Africa nor Mexico have the economic structural
strengths of China, India, or Brazil, their reliance on diplomacy is far more
pronounced. As laid out by Vickers, South Africa’s diplomatic network is
impressive for its breadth, with a set of institutional connections (and lead-
ership stature) that few other countries can match. The basic deficiency for
South Africa goes back to another form of legitimacy: whether it can be
seen as the authentic representative voice for Africa in the HP.

Mexico’s institutional links are more concentrated than South Africa’s.
By using these links strategically, however, Mexico has been able to ratchet
up its role in the HP. Its position inside the OECD was used in particular
to leverage its position within the B(R)ICSAM grouping. Not only did
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Mexico organize a caucus meeting of the group, but it also hosted the first
formal meeting within the HP. Diplomatic location and skill allowed advan-
tages for Mexico that the other more materially endowed countries were
unable or unwilling to take on.

Indonesia’s relationship to the HP is more amorphous. Still, even though
it is not a formal member, its potential role merits discussion. In large part,
the argument for inclusion is a default option. Without representation from
a Muslim country, or a country from ASEAN, Indonesia has become an
attractive choice over other candidates. Both a vibrant democracy at home
and an increasingly high-profile diplomatic actor on a selective basis (the UN
Bali process on climate change, for example), Indonesia in principle seems
a good fit. The question that mars this enthusiasm, as Bowles reminds us,
is whether there is any more instrumental logic for bringing Indonesia in to
the HP.

Champions and Blockers

It has been the robust champions of G8 reform that have grabbed most of
the attention. Statements by French president Nicolas Sarkozy (2007), at the
Fifteenth Ambassadors’ Conference, showed outward support for the even-
tual transformation of the G8 into a G13. And he explicitly repeated this call
on several other occasions, including a press conference setting out the major
themes of the French presidency of the European Union Council in the sec-
ond half of 2008, and on a trip to India in January 2008. In the former, he
said that: “France will do all in its power to make the G8 into the G13” (“Nico-
las Sarkozy Champions a Protective Europe” 2008). In the latter context, he
reinforced the impression that expanding the G8 into a G13 forms part of his
international priorities (Baruah 2008a).

To a greater and lesser degree of enthusiasm, other voices supporting an
expanded G8 have been heard as well. Gordon Brown, Tony Blair’s succes-
sor as the UK’s prime minister, noted that: “The G8+5 meets on a regular basis
but only for a small amount of time ... Now there are proposals to extend
the relationship and to broaden it so that India, China, South Africa, Mex-
ico, and Brazil are part of these discussion and that’s something we favour
also” (“Brown Backs Sarkozy Plan for Expanding G8” 2008).

At the operational rather than declaratory level, however, it has been
Angela Merkel and the German coalitional government that have ramped
up the project for an institutionalized dialogue with the emerging powers.
Thomas Fues and Julia Leininger provide a valuable account not only of the
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motivations behind this initiative, but also how this ownership has both
helped and limited what became known as the Heiligendamm Process.
What stands out in this account is the degree to which this initiative was
improvised—with some high degree of creativity—using the prerogatives
of the hosting function during Germany’s G8 presidency. Deep-set divi-
sions within the coalition government—and anxiety about Germany’s own
global position—shaped the initiative in accordance to an incremental
script. And, notwithstanding the national financial and human resources
used to launch the process, German ownership is hard to retain as other
countries take up the G8 presidency (Japan in 2008, Italy in 2009, and
Canada in 2010), hence the re-relocation of the diplomatic initiative not in
Germany but at the OECD.

The OECD has been tasked with facilitating the HP over a two-year
period. As Richard Woodward makes clear in his chapter, this approach con-
tains elements of both continuity and adaptation, as it builds on the OECD’s
experience as a “pre-negotiation forum,” albeit in a very different context.
The basic operational structure has been outlined with the HP Support
Unit’s work being governed politically by a high-level steering committee,
with more technical discussions occurring within special working groups
(Benterbusch and Seifert 2008). As Woodward astutely shows, the OECD-
G8 connection rests on a number of strong pillars, including the OECD’s own
enhanced engagement with the big emerging powers, the established culture
of utilizing working groups, the range of its ambit in issue-specific terms,
and a new mode of entrepreneurial leadership at the top of the organization
via Angel Gurria, the OECD’s secretary general.

If Germany and the OECD fall into the category of champions, the
blockers come in far more diffuse form. Apart from France and the UK,
the other G8 members remain ambivalent to the dialogue process or
staunchly opposed. In the latter camp, most notable is the 2008 host Japan,
which has no interest in seeing its longtime rival, China, join the club.
Even Japan, however, acknowledges that there is an efficiency justification
for including the emerging countries on specific issues, as in the case of
emissions targets for all major greenhouse gas producers. Prime Minister
Yasuo Fukuda made this point clear in remarks he made in January 2008
at Davos: “As chair of the G8 summit, I am resolved to take on responsi-
bilities, in working towards the establishment of a framework in which all
major emitters participate” (“Japan to Press for Emissions Targets at G8:
PM” 2008b).
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It is the attitudes of the more ambivalent countries that this collection
showcases. One of these countries is Russia, the missing R in the B(R)ICSAM
grouping. Although Russia was reluctant to invite the group of emerging
powers in 2006, when it hosted the G8 in St. Petersburg, in declaratory terms
at least, the Russian position has evolved into a more positive stance. Mikhail
Kamynin (2007), a spokesperson for the Russian foreign ministry, suggested
robust support for post-Heiligendamm G8 reform, deeming expansion “a
natural trend.”

In her chapter on Russia, Victoria Panova draws a more nuanced picture.
Panova certainly notes the principled support by Russia of the HP. She also
suggests, however, that Russia is playing a waiting game, allowing the HP to
“slowly unravel.” Support for a collective solution is subordinated to an
alternative strategy that acknowledges some firm similarities between Rus-
sia and most other of the B(R)ICSAM countries, especially the important
subset of the BRIC:s. It is the bilateral relations with these emerging powers
that will continue to be accented.

Colin L. Bradford’s chapter is more normative and speculative in tone.
It acknowledges that the United States would not be a leader in G8 reform
during the administration of George W. Bush, despite sporadic attempts to
engage the big emerging powers on specific issues (most notably Bush’s con-
ference bringing together the biggest 16 emitting countries). The bigger
question, then, is whether there will be an appetite for such reforms in the
post-Bush years. From an ideational angle, Bradford’s confirms that such an
appetite exists in the U.S. In his survey, the U.S. respondents were as enthu-
siastic for a reform agenda as those from the rest of the world. The need is
judged to be a function of both symbolism (pluralism in the global system)
and instrumentalism (innovative problem solving).

Still, on a practical note, Bradford is left wondering how the 2008 pres-
idential election campaigns will endorse or discount the notion of G8 reform.
Republican John McCain’s approach takes an “us versus them” attitude—as
applied through democratic like-mindedness—as the essence of the G8
(with a push to bring India and Brazil into the club at the expense of not only
China but Russia as well). Democrat Barack Obama so far at least sees insti-
tutional reform in functional terms, with an emphasis on new coalitions
designed to tackle energy and environmental issues. Significantly, however,
Obama privileges the G8 Plus Five for the creation of the Global Energy
Forum.
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What Sort of Reordering?

In the past, structural reorderings have featured emerging powers claiming
new powers of authority and voice in massive convulsions of the international
system. Yet, even with the degree of coercion attached to these decisive breaks
with the status quo, huge amounts of uncertainty remained about the new
order in terms of its institutional make-up and rules of the game. What Ian
Clark (1991, 10) terms the “regulative and allocative principles of the global
system,” remained marked (and marred) by ambiguity, fragility, and the
need for reassurance. Accentuated by its voluntary, diplomatic, and ad hoc
or incremental nature, the HP reflects a high degree of contestation as even
a partial resettlement to a new order—never mind a new system of global
governance. If space has been allowed for opening up to an innovative form
of engagement between the members of the old pivotal club of the North
and the new elite of powers emerging from the South, questions abound
whether these countries even want to be part of an enlarged club. The
B(R)ICSAM countries held their own strategic meeting in Berlin prior to the
June 2007 Heiligendamm Summit and there is a distinct possibility of the
alternative of a separate caucus of the Gs (as the emerging powers prefer to
be called). The HP could encourage as much as stymie this possibility.

In the months following the Heiligendamm Summit, stories began to
emerge about the B(R)ICSAM countries’ unhappiness, both with their treat-
ment at the summit and with the OECD’s involvement in the HP. The Finan-
cial Times reported that the Os leaders felt snubbed by the announcement
of the communiqué, which proclaimed the HP’s establishment prior to the
group joining the G8 meetings (Williamson 2007). Indian prime minister
Manmohan Singh voiced his displeasure to the media about the limited role
that the Os was given, arguing that these countries had much to offer in
terms of addressing a wider array of global governance challenges than those
on the summit agenda: “I said [to the G8] ‘We have come here not as peti-
tioners but as partnersin a ... fair management of the global community of
nations’” (Bidwai 2007). Indeed, India’s international club options continue
to be manifold, having received an invitation from Brazil to join a prospec-
tive (South—South) G5 and having membership in the (North-South) WTO
G4, which includes the U.S., the EU, and Brazil.

Other B(R)ICSAM countries voiced their hesitation to the OECD’s sig-
nificant involvement in the HP, given the perception of the OECD as a club
for the rich nations. Brazil specifically expressed concern that its individual
dealings with the organization could be (negatively) affected by the launch
of the HP. Civil society in South Africa has had a mixed reaction, with some
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claiming that membership in a G13 would compromise the country’s historic
position “as a proponent of South—South cooperation” (Hazelhurst 2007).
China’s foreign ministry responded positively to Sarkozy’s statements on
G8 expansion, affirming its willingness “to strengthen dialogue and coop-
eration with the G8 and work together to establish a new win-win
North—South development partnership based on equality and mutual ben-
efit” (“China Positive on Sarkozy’s G8 Proposal—Foreign Ministry” 2007).
Still, China has been more guarded in response to the HP itself. The role
appointed to the OECD may trigger previous anxieties over the G8 Out-
reach program being seen by the G8 members as a means of exerting pres-
sure on developing countries (Feng 2007).

Instead of embracing the G8 overtures, the B(R)ICSAM countries may
eventually distance themselves from the HP. As one respected journalist,
Philip Stevens (2008), lays out this scenario in a more generalized observa-
tion: “New powers might be accommodated in a reformed system or they
might choose to shun it

One outcome thus might be a consolidation of the bilateral relations
between the B(R)ICSAM countries and some greater sense of enmeshment
among members of the group. If the sherpas of the G8 and the collection of
B(R)ICSAM countries meet together on a regularized basis, there are signs
of a concerted engagement between key members of this group. In October
2007, the trio of foreign ministers from China, Russia, and India met in
Harbin, China, and in May 2008 the foreign ministers of the BRIC countries
met in Yekaterinburg, Russia.

Additionally, all of these countries have increasingly diverse options
beyond this sort of constellation, including championing the traditional
sense of solidarity with the wider developing world, both on functional
issues and on emerging regional associations. In the context of the WTO,
meetings of the G4 and the G20 developing countries continue to provide
opportunity for a number of B(R)ICSAM countries. The strength of IBSA
continues to grow both in terms of diplomatic influence in the United
Nations and the group’s combined economic weight. China has been the
pivot of the Shanghai Cooperation Organisation (SCO), to give just one
illustration of its own global reach.

If the HP is as full of ambiguity, fragility, and the need for reassurance as
previous big-bang structural reorderings, it also contains an enormous amount
of novelty in terms of diplomatic agency. The shock of the new brings with
it not only complex obstacles, but also a rich promise as a voluntary and
anticipatory means of dealing with issues relating to the distribution of power.
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To tease out the full extent of this conundrum, the framework of analysis
must be cast in much wider fashion, as this book is designed to do. The
structural implications of the G8’s engagement with the collective of big
emerging powers in a sustained fashion are recognized here, but it is the
mapping of the diplomatic agency beyond the established club members to
the role of B(R)ICSAM countries in global governance through this initia-
tive that animates this volume, and provides it with its own unique mix of
order and innovation.
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The Logic of the B(R)ICSAM Model
for Global Governance

Timothy M. Shaw, Agata Antkiewicz,
and Andrew F. Cooper

The BRICs story is not just about developing country growth success. What makes

the BRICs special is that they have the scale and the trajectory to challenge the
major economies in terms of influence on the world economy.

—Jim O’Neill, Dominic Wilson, Roopa Purushothaman,

and Anna Stupnytska, Goldman Sachs

In the “club model” of diplomacy, diplomats meet only with government offi-
cials ... in the world of the 21st century, the “club model” of diplomacy has given
way to a flatter, less hierarchical “network model” in which diplomats engage a
vastly larger number of players in the host country ... —Jorge Heine

Introduction

The model of Brazil, Russia, India, and China (BRICs), developed by Go-
ldman Sachs in Dreaming with BRICs: The Path to 2050 at the start of the new
century, has attracted considerable attention (Wilson and Purushothaman
2003). From an economic perspective, the model has enormous appeal in
focusing attention on four countries that are dynamic global motors of
growth. On the basis of gross domestic product (GDP) and purchasing
power parity (PPP), these countries rank among the dozen largest economies
of the world: China (4), India (6), Russia (9), and Brazil (11) (Central Intel-
ligence Agency 2008).

Yet, if one looks beyond material resources to diplomatic logic and on
to forms of soft power, such as public diplomacy and cultural exports, the
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utility of this model declines considerably. This group is highly differenti-
ated in terms of their positioning in the international arena. It contains a
member of the Permanent Five (P5) members of the United Nations Secu-
rity Council (UNSC), one entrant into the Group of G8, and two traditional
champions of the global South as expressed through the G77 and other
forums.

This overview chapter—which juxtaposes several overlapping litera-
tures, including global governance, emerging economies, diplomatic styles,
and development—seeks to place a number of shared perspectives and dis-
courses into a context relevant to both global governance and the BRICs, or,
if South Africa and Mexico are included, B(R)ICSAM (with the parenthe-
sis around Russia given its position as a member of both the BRICs and the
G8).1 It pays special attention to whether different formulations—combina-
tions of states and partnerships—in the B(R)ICSAM orbit have the most
salience. In particular, it begins to examine whether the BRICs and
B(R)ICSAM encourage their members to focus upward toward the G8 or the
Organisation for Economic Co-operation and Development (OECD), or
to reach downward toward their traditional allies in the global South of the
G77 (Shaw et al. 2007). It also contrasts the debate over the interrelated club
diplomacy versus network diplomacy—the degree to which such states talk
only to each other or the degree to which they broaden their reach to a more
diverse range of non-state actors, such as private companies and civil soci-
ety, in homogenous or heterogeneous, hierarchical or flat partnerships (Heine
2006, 5). It thus talks to the “varieties of capitalism” perspectives, especially
the rise of multinational corporations (MNCs) from the South, particularly
in the BRICs (Goldstein 2007). Indeed, such matters are inseparable from
issue area, level of interaction—regional or global, time period, and so on.

Thus, whether the BRICs/B(R)ICSAM are defined more narrowly or
broadly matters to their formulation of and contribution to global gover-
nance, particularly G8 reform. So the subsequent mid-decade revisionism
from Jim O’Neill and his colleagues (2005) at Goldman Sachs about the
N11—Next Eleven—influences international relations as well as the global
economy. Importantly and controversially, in asking how solid the BRICs
are, they excluded South Africa and also cautioned that, of the N1, “only
Mexico and perhaps Korea have the capacity to become as important glob-
ally as the BRICs” (4). But, as this analytical framework suggests, economic
importance, especially if limited by inter-state club diplomacy, may differ
from political and strategic, cultural and diasporic network diplomacy
(Cooper and Legler 2006, esp. 120-139; Heine 2006). The Heiligendamm
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Process initiated during the German presidency of the G8 may serve as a
response to such debates and definitional difficulties.

One reaction to the seemingly unwieldy nature of both BRIC and
B(R)ICSAM constellations is to narrow the focus by privileging “Chindia”;
that is to say, by restricting the catalysts to the two massive Asian drivers of
the global economy, China and India (Enderwick 2007; Lloyd and Turkeltaub
2006). Even this reductionist approach, though, has its conceptual deficien-
cies. The economic strengths of these two countries are quite different. China
has been the recipient of far more foreign direct investment (FDI), and is bet-
ter connected to global supply chains. Its growth is based mainly on the
trade in goods. By contrast, India’s growth has been more internally gener-
ated thanks to its large services trade.

And from the traditional perspective of club diplomacy, China and India
have as many dissimilar characteristics as they have features in common.
To provide one obvious example, India has campaigned as part of the so-
called Group of Four along with Brazil, Germany, and Japan to break into
the UNSC. By way of contrast, China has exhibited the prerogatives of a sta-
tus quo—minded member of the P5 along with the United States, Russia, the
United Kingdom, and France. Furthermore, in terms of club versus network
diplomacy, India’s democratic, anglophone traditions equip it to advance
heterogeneous network diplomacy rather than limited club diplomacy,
whereas China has little capacity to transcend its club preoccupations
(Cooper and Legler 2006; Heine 2006).

B(R)ICSAM for Global Governance?

The argument of this overview is that, instead of contraction from BRICs
to Chindia, the former might be expanded to encompass the B(R)ICSAM
group. This would allow coverage of not only the core BRIC countries but
also Mexico, South Africa, and, potentially, a member of the Association of
Southeast Asian Nations (ASEAN)—specifically Indonesia. To be sure, the
economic logic of this extended model is not strong, as Mexico is ranked 15
in terms of PPP, Indonesia 17, and South Africa 24. But this slack is more than
compensated by the convincing diplomatic-cum-regionalist or strategic
logic for focusing on the B(R)ICSAM group.

All of the B(R)ICSAM members have demonstrated a global (if not yet
quite globalist) reach in terms of their diplomatic profile, shifting from club
to network diplomacy. The stretch of China’s international influence has
been well documented. For example, Beijing’s concerted “charm offensive”
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toward Africa has been conducted not only bilaterally, but also multilaterally
through the convening of the impressive Forum on China-Africa Coopera-
tion in November 2006. Similarly, New Delhi hosted the first ever India-
Africa Summit in April 2008. India has become a hub of diplomatic
interaction—network as well as club diplomacy—as representatives of India’s
old and new friends vie for attention and deals, particularly reflecting its
recent strategic partnership with the United States. Prime Minister Manmo-
han Singh was chosen to speak on behalf of the South in Bandung, Indone-
sia, on the 50th anniversary of the creation of the Non-Aligned Movement
(NAM). Brazil, under President Luis Indcio Lula da Silva, has run with a
number of high-profile diplomatic initiatives, ranging from leadership on
the G2o developing countries via the World Trade Organization (WTO), the
proposal for a global fund against hunger, and the recent push on biofuel
diplomacy using its sugar cane—based ethanol production. South Africa shares
an innovative partnership with India and Brazil—the India—Brazil-South
Africa (IBSA) Trilateral—as well as playing a strong role in the Gy7, the
African Union (AU), and the New Partnership for Africa’s Development
(NEPAD). And Mexico has combined its membership in the North Ameri-
can Free Trade Agreement (NAFTA) with an ascendant role in the OECD.

Of more instrumental purpose for this conceptual paper, this cluster of
countries coincides with the so-called G5 outreach countries that have been
gradually, albeit unevenly, incorporated into the G8 summit process. The
value of using the term B(R)ICSAM, therefore, is that it recognizes the indi-
viduality of each member of this group of countries while minimizing the
sensitivities of hanging onto terms such as “outreach”—terms that are prob-
lematic from the perspective of the global South, mainly due to their con-
descending connotation.

Nevertheless, the selection of this core group is certainly not without its
own diplomatic limitations. By the standards of some ambitious concep-
tualizations of G8 reform, this model is a step down. The best known of
these initiatives was the one pushed by the former Canadian prime minis-
ter Paul Martin for a Leaders’ Twenty, or L2o. This builds on the success of
the G20 of finance ministers and central bank governors developed as a con-
sequence of the Asian financial crisis of 1997-99 (Bradford Jr. and Linn
2007). As in the case of the G2o finance, the L20 was intended to act as a
bridge between the G8 positioned in the global North and selective repre-
sentatives from the global South. Another model of similar scope has been
the proposal by Klaus Schwab, the executive chair of the World Economic
Forum, for Partnership 21 (P21) along the lines of the UNSC-Ps.
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B(R)ICSAM is also complicated by the presence of Russia in its midst.
As mentioned above, there is a rationale for putting Russia in the group,
although it may not be entirely of the group. Unlike the other members of
B(R)ICSAM, Russia is already an established member of the G8 at the polit-
ical level, as witnessed by its role as host of the 2006 St. Petersburg Summit.
Yet, this insider position should not be exaggerated. Russia still is excluded
from the key economic discussions within the Gy/8 process, including those
on currency matters.? It is still more accurate in some instances to talk of a
hybrid G7/8.3

Normatively, the addition of Russia complicates the element of “we-
ness” contained in the traditional club model of the G7. On the one hand,
it puts the onus on socializing from within, nudging and cajoling Russia to
become a sustained champion of democracy. This was the justification for
the Gy to extend membership to Boris Yeltsin’s Russia in the late 1990s. On
the other hand, with the turn of Vladimir Putin’s Russia toward managed
democracy, the need for this criterion for membership lessened. At St. Peters-
burg Russia took centre stage not on the basis of its democratic credentials
but because of its role as an energy superpower.

Consequently, the question is opened up about whether Russia is (and
should be) exceptional or not. If democracy is no longer the criterion for we-
ness, should this criterion be replaced by other measures? One such possi-
bility is economic bigness—that is to say, simply adjusting the G8 to a G13
or even an L2o simply by economic ranking (based on GDP/PPP or some
other measure). The Economist (“There Were Seven in the Bed ...” 1993),
for example, championed reform of the G8 along these lines many years ago
(with the replacement of some existing members by countries with bigger
economies). Another measure would be a more subjective one of diplo-
matic weight, focusing less on structure and more on behaviour or agency.

The attraction of a limited, stable, and status equivalent group sug-
gested in the B(R)ICSAM model is reinforced by its simplicity. Procedurally,
this model cuts out much of the debate about membership for the L2o
beyond a core grouping. Calls for rotational membership, or some form
of delegation, are made moot. There are also benefits to sticking to small
numbers, in that consensus on complex issues (hard enough with a G13)
would increase with an L2o. The ability to solve crises—as the UN has often
found out—is not enhanced by simply building a more inclusive decision-
making process.

Operationally, the case for the inclusion of these core countries can be
made on grounds of both efficiency and legitimacy. As noted at the outset,
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all of the core B(R)ICSAM members of the L20o configuration fit the profile
of classic, big, emerging markets or regional powerhouses, all of which are
becoming increasingly integrated into the world economy (Wilson and
Purushothaman 2003). And in B(R)ICSAM the still-statist regimes of China
and Russia, with their communist origins, constitute a distinct minority:
one of club rather than network inclination, given their limits on non-state
private capital and civil society.

This structural strength goes hand in hand with diplomatic prowess. As
suggested by John Humphrey and Dirk Messner (2005, 2) in their innova-
tive work on what they term “anchor countries,” the size of the economies
of these hub countries must be blended with their capacity to “actively par-
ticipate in global dialogue” that is crucial for this analysis.

Responding to the Crisis of Legitimacy and Efficiency:
A Diffuse Pattern of Outreach

The legitimacy of the G7/8 has long been questioned. The greatest source of
weakness (as well as, paradoxically, of strength in terms of club cohesion)
has been its self-selected and un-elected status. To outsiders, especially in the
global South, it is precisely this feature that has demarked the G8 as an ille-
gitimate body in contrast to the universal form of multilateralism via the UN
system, with all its formalism.

What has made these tensions about a democratic deficit escalate into a
crisis has been the increased inability of the G8 to be effective on an issue-
specific basis. With regard to many of its traditional economic concerns,
the G8 has shown itself to be stronger on words than on deeds, exhorting
action from China on currency re-valuation with little or no impact. The
same is true on foreign and security issues, with declarations on the Mid-
dle East but no tangible results. At the same time, however, the G8 has con-
tinued to expand its agenda. And it must be acknowledged that many of its
perceived successes have come in the area not of economics or security affairs
but on social and development issues such as debt relief and the creation of
the Global Fund to Fight AIDS, Tuberculosis, and Malaria.

Still, rather than ameliorating the need for reform, these successes increase
the normative need and procedural momentum for reform. A strong argu-
ment can be made that the global economy can no longer be managed—or
globalization reshaped—without the presence of the B(R)ICSAM countries
embedded in the G8 process. But this governance gap is magnified on the
developmental and social arena. As India, China, Brazil, and South Africa
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extend their own functional reach in these domains, is it ethical or practi-
cal to leave the B(R)ICSAM out?

After all, different scenarios now predict that in less than 40 years the
B(R)ICSAM economies will be bigger than those of the Gy in U.S. dollar
terms (Wilson and Purushothaman 2003; Antkiewicz and Whalley 2005).
All Gy countries are currently ranked within the top 10 largest economies of
the world. By 2050, China will lead the ranks, the U.S. will be the second
largest followed closely by India and Japan; the UK and Germany will be
closing the top-10 list, pushed down by Brazil, Mexico, Russia, and Indone-
sia (Goldman Sachs Economic Group 2007,140). It is expected that Vietnam
will overtake both Canada and Italy, while France will fall behind Nigeria.
Certainly, the world economy and global governance will have changed rad-
ically by then.

Whatever configuration of rising powers is used within the context of
global governance, it is difficult not to start the discussion with their appar-
ent economic emergence. As Anthony Payne (2008, 526) noted, many dis-
cussions of emerging economies do not offer an explanation “from what
they are supposedly emerging or at what point they began visibly to emerge,
or indeed what it means to emerge.” In the context of this conceptual chap-
ter, the “emergence” of the B(R)ICSAM is based on a common perception
of their becoming more like the rich industrialized nations and less repre-
sentative of the rest of the global South. In essence, they create a new trian-
gular formation in the world (Cooper et al. 2007). In other words, they form
a distinctive post-bipolar triad of state types: a “first world” club of highly
industrialized nations of the North, a “second” tier world of emerging
economies, and an extensive and heterogeneous “third world” (previously
the Gy7) of the rest—a new three-world structure (see “Perspectives on
Emerging Would-Be Great Powers” 2006, with a special section on emerg-
ing economies or emerging powers).

In this framework, the emergence of the B(R)ICSAM countries started
with their ever deeper engagement in a globalized world, especially when it
came to economic issues. Popular perceptions often present this as a recent
occurrence, since the beginning of the 21st century at best. It is worth not-
ing, however, an examination of individual economic profiles of the
B(R)ICSAM countries in a historical perspective reveals that this view is
often not correct.

Starting in Asia, China’s economic success has its roots in the adoption
of agricultural reforms in the mid-1970s, supplemented in the 1990s with
large increases of FDI in manufacturing.* The average growth rate in China
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since late 1970s stands at approximately 9.4 percent (with only two years’
growth below 5 percent, in 1989 and 1990). While the Chinese growth per-
formance before the agricultural reforms was volatile and not as strong as
in the post-reform period, contrary to popular views it was not weak. Aver-
age annual growth in China between 1965 and 1978 is estimated to have been
over 7 percent. In the case of India, major policy reforms in the late 1980s and
early 9os seem to have triggered a higher growth, although the high growth
occurred more slowly than in China. Once the “Hindu growth” of the first
three economically disappointing decades after independence was over-
come, India has experienced a sustained, high GDP growth of 4 percent to
8 percent annually with an average of 5.8 percent over the past 20 years (with
a drop to 0.91 percent in 1991 caused by a currency crisis and domestic polit-
ical instability). The features of growth in India and China are often juxta-
posed: growth led by the services sector in India, rather than manufacturing
relying on FDI inflows in China. It is important to note here that the eco-
nomic growth of both China and India favours the urban areas and fuels
growing divergence among Indian states and Chinese provinces. Economic
growth in the ASEAN region over the past two decades averaged at 5 percent
annually. Indonesia, Thailand, and Malaysia grew at anywhere between 6
and 13 percent annually since the mid-1980s, until the Asian financial crisis
of the late 1990s. The ASEAN nations have recovered remarkably fast follow-
ing the crisis, adopting important monetary policies, reducing non-per-
forming loans, increasing their foreign exchange reserves, and boosting
intra-regional trade. Current growth rates in the region are at a more mod-
est average of 4 percent to 6 percent; however, they seem to be more stable
than their pre-crisis numbers. It is hard to generalize across the diverse expe-
riences. Nonetheless, the main triggers of the high growth rates in ASEAN
seem to be Japanese investment in electronics production in the 1970s and
then a sharp increase of FDI and speculative capital inflows as of the 1980s
and 1990s.

The Russian case differs sharply from other B(R)ICSAM members, with
a sharply negative growth in the immediate post-Soviet period. Its recovery
came only after the Asian-turned-global financial crisis with growth rates
averaging at 6.8 percent (from 1999 to 2004). Immediately after the crisis,
political stabilization and structural reforms helped the growth revival in Rus-
sia. However, the main reason for Russia’s economic recovery was the sharp
ruble devaluation of 1998, after which import substitution ensued and helped
strengthen domestic production. The more recent growth exceeding 7 per-
cent annually is driven by energy exports and high world oil prices.
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In the Americas, Mexico’s elevated growth originated from trade flows
and FDI inflows through the linkage to the U.S. in the years following the
establishment of NAFTA in 1994. Even though increases in trade and inward
FDI were proportionally larger than in many Asian countries, growth per-
formance was not as successful. Historically, Mexico has experienced sus-
tained economic growth since the 1940s at approximately 6 percent in each
decade until the early 1980s, when the almost autarkic period caused much
volatility and the growth dropped below 4 percent. On the other hand, Brazil
also enjoyed strong growth at approximately 7 percent annually from 1940
until the debt crises of the 1980s. Its “lost decade” began in the aftermath of
the oil shocks in the 1970s. As in the case of ASEAN, the crises were followed
by economic reforms that resulted in more openness of the economy both
in trade and investment and led to privatization. Further adjustments fol-
lowed with a stronger growth in the mid 1990s, only to slow down again by
the end of the decade with yet another currency crisis. Economic growth in
Brazil remains on the low side and is volatile, although export growth in
agriculture and natural resources promise a revival in the coming years.

Finally, the historical perspective is not as favourable to South Africa as
it is to other B(R)ICSAM countries. The country is unstable and highly sen-
sitive to political instability and social unrest, such as the Soweto uprising
in 1976 and the economic sanctions of 1985. Its downward trend lasted until
the post-apartheid period. Since then, extensive structural reforms—includ-
ing land reform trade and capital flows liberalization, privatization, and
changes in the tax system—allowed for a gradual recovery from a protected,
closed economy to a more globally integrated open economy.

In general, the common features of the B(R)ICSAM countries gener-
ally include large populations accounting collectively for more than 50 per-
cent of world’s total, with a rapid increase of urban dwellers, low wage rates,
episodes of high growth, growing inflows and outflows of FDI, high rates
of growth of trade and, consequently, fast accumulation of foreign exchange
reserves, growing domestic demand as a result of increases in individual
incomes and overall economic development, fast growing demand for
energy, and an image of regional hubs. There is often a substantial variation
in these indices between different countries of this group. For example,
China’s long-standing high economic growth stands in contrast with Mex-
ico, South Africa, and Brazil, where the growth of economies is more episodic
and volatile. While the growth rates of the emerging powers tend to be
unstable, they are, for the most part, significantly higher than those of the
Gy and match or surpass the world average. In population size, although
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China is still leading the group, India’s high population growth will mark this
country as the largest in the world within the next two decades. On the other
side of the scale, Russia and South Africa are struggling with their popula-
tions shrinking in the recent years. Over the past 20 years, China as well as
Indonesia have seen an average 20 percent decrease in their rural population.

Differences notwithstanding, it seems clear that the economic and social
transformation in the B(R)ICSAM countries is tied to their development
paths, from economies based on agriculture and communal incentives rather
than individual, to a modern model of economies focused more on high-
end technologies in manufacturing, large service sectors, and highly effi-
cient agriculture. This transformation bears similarities to the industrial
revolution in Europe discussed by Karl Polanyi (1944), but seems to be tak-
ing less time. Longer episodes of high growth are not without precedent:
Korea and Japan may serve as examples. However, the economic prowess of
the B(R)ICSAM members combined with their large populations, as well as
diplomatic and political rise, underpins the ever more visible shift in the
global balance of power and calls for changes in the current global order.

On average (and generalizing across cases), the emerging economies
enjoy significantly higher economic growth than the G7 and the global econ-
omy as whole (see Figure 2-1). In fact, the combined weight of the BRIC
economies alone (not including South Africa, ASEAN, or Mexico) currently
accounts for 15 percent of the global economy (Goldman Sachs Economic
Group 2007, 5). The Gy still accounts for more than half of world’s GDP,
however, a decline of 8 percent suggests an important shift in the global
economy (see Table 2-1, sec. C). A quick analysis of the relative size of the
B(R)ICSAM economies based on GDP at PPP rates, which is based on stan-
dardized set of international prices (as opposed to current exchange rates),
offers an even more remarkable picture (see Table 2-1, sec. D). The differ-
ence between the B(R)ICSAM and the Gy in terms of the share of world’s
GDP is now only 7 percent, down from 22 percent in 1995. A direct compar-
ison of both groupings shows that the combined size of B(R)ICSAM is more
than 8o percent that of the Gy. It is conceivable that the B(R)ICSAM will
overtake the G7 by the mid 2010s (on a PPP basis). It is true that these sim-
plistic projections do not take into account many factors that can poten-
tially hinder the pace of economic growth of B(R)ICSAM. Nevertheless, it
seems increasingly problematic for the Gy to discuss the global economy
without any participation from the emerging powers at the table.
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Figure 2-1
Growth Rates for B(R)ICSAM, G7, and the World, selected years (percent)
1995
2000
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Table 2-1
B(R)ICSAM Indices Relative to G7 and World, selected years

1995 2000 2005 2006
A. Merchandise Exports
BRICSAM/World 12% 14% 18% 19%
BRICSAM/G7 24% 31% 46% 50%
G7/World 49% 46% 39% 38%
B. Merchandise Imports
BRICSAM/World 11% 12% 15% 16%
BRICSAM/G7 24% 25% 35% 37%
G7/World 47% 49% 44% 43%
C. GDP (current US$)
BRICSAM/World 11% 12% 14% 16%
BRICSAM/G7 16% 18% 24% 27%
G7/World 66% 66% 60% 58%
D. GDP, PPP (current
international$)
BRICSAM/World 25% 27% 32% 33%
BRICSAM/G7 54% 60% 76% 81%
G7/World 47% 46% 41% 40%
E. FortEx Reserves
BRICSAM/World 18% 21% 34% 38%
BRICSAM/G7 56% 68% 137% 172%
G7/World 31% 30% 25% 22%

Source: World Bank, World Development Indicators online and World Trade Organization
database online, authors’ calculations.

The extraordinary increase of world trade in the second half of the 20th
century has allowed the Gy to increase its influence on the world.> The
emerging powers are no different. Notwithstanding the internal differences
of the sources of economic growth in individual B(R)ICSAM countries, it
is clear that their ever closer integration into the global economy has played
a major role in their economic success. China’s exports are second only to
those of Germany, already exceeding U.S. exports by between $50 billion
and 8o billion (according to the WTO 2007). Regarding imports, China has
overtaken five of the Gz members, Germany and the U.S. being the last two
exceptions (WTO 2007, 12). The B(R)ICSAM’s combined share in world’s
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exports is 7 percent higher now than it was in the mid 1990s. During the
same period, the Gy share fell by 11 points. Furthermore, B(R)ICSAM mer-
chandise exports are currently half of those of the G7, double that of 1995
(see Table 2-1, sec. A). Similar comparisons can be made for imports (see Table
2-1, sec. B).

Growing out of increasing exports, the foreign exchange reserves of
B(R)ICSAM are also a clear indication of their weight in global economy (see
Table 2-1, sec. E). Their combined reserves exceed those of the Gy by over
USs800 billion and account for almost 40 percent of world’s total. One con-
sequence of such a significant rise of reserves over the first half of this decade
is the recent ascent of state-owned sovereign wealth funds (even if tempered
by falling equity prices as happened when China bought a 10 percent share
of the U.S. investment company Blackstone in 2007). The Economist points
out that their increasing involvement on global and national financial mar-
kets may give them “a bigger direct stake in capitalism’s future” (“The Inva-
sion of the Sovereign-Wealth Funds” 2008). This might bring the dominance
of the U.S. dollar to an end, tipping the balance in the global economy fur-
ther yet.

Any discussion of the economic successes of the B(R)ICSAM countries
cannot omit questions regarding the sustainability of the economic growth
in these countries. Here it is worthwhile to point to, among other factors,
potential risk of financial crises, slower growth of FDI inflows, insufficient
diversification of economies, limits on exports, and rising energy prices.
Social issues may also impede the projected economic growth, for exam-
ple growing inequality, aging societies, gender imbalance, or increasing
health issues.

Apart from economic indices and forecasts, environmental constraints
will present a major challenge to the sustained growth and fast economic
development of the emerging powers. It is becoming clear that B(R)ICSAM
are increasingly important when it comes to issues related to environment,
pollution, and climate change. China, for example, is expected to overtake
the U.S. as the world’s largest carbon dioxide (CO2) emitter in nominal
terms within the next decade. Indeed, looking at the CO2 emissions per
capita for selected G7 and B(R)ICSAM countries, it is clear that the
B(R)ICSAM emissions will, on average, grow faster than those of the G7.
However, by 2030 China and most other B(R)ICSAM countries will still be
behind the biggest Gy emitters in per capita terms (see Figure 2-2). However,
as long as the emerging economies’ growth is concentrated in energy-inten-
sive industrial sectors and transportation, their energy-related emissions
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Figure 2-2
Carbon Dioxide Emissions per capita, selected countries, 2004 and 2030
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will increase more rapidly than the Gy countries (see Figure 2-3). This increase
is to be expected given the stage of the development of the B(R)ICSAM
countries, and any suggested measures of curbing the CO2 emissions will
have to take this into account. Clearly, no discussion within the G7 forum
(or any other governance forums) related to environmental protection can
take place without B(R)ICSAM representatives at the table.

Indeed, the BRICs/B(R)ICSAM have permeated the public domain,
becoming synonymous with economic growth, opportunities, and change.
Widely accepted as increasingly important drivers of global economic growth,
the emerging economies attract the attention of politicians, diplomats, econ-
omists, investors, and civil society alike. The response by the G8 has been an
opening up through a diffuse pattern of outreach. At the Evian Summit in
2003, France chose to showcase members of B(R)ICSAM—with the leaders
from China, India, and Brazil (along with those from other L20 potential
members including Mexico and Saudi Arabia). At Gleneagles in 2005, the UK,
with a similar model in mind, invited the same core countries (albeit with-
out Middle East representation) to discuss climate change.
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Figure 2-3
Average Annual Growth in Energy-Related Carbon Dioxide Emissions,
selected countries, 2004-2030, percent/year
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A similar framework was used in key ancillary bodies. Most noticeably,
the Gy forum of finance ministers has been opened up to the upper eche-
lon of the B(R)ICSAM group. The finance ministers from China and India
attended the two 2005 meetings, in St. Petersburg and London.

So entrenched has this hub approach become that it operates with little
critical comment. At the societal level, protestors have targeted many aspects
of the G8 for criticism, but the outreach component has slid under the radar.
The main focus for reproach has not been because of the inclusion of these
countries, but when this core group has appeared to have been excluded.
French president Jacques Chirac (2004) publicly rebuked the United States,
most obviously, for not being more inclusive to these regional hubs at the
2004 Sea Island Summit: “We cannot discuss major economic issues nowa-
days without discussing these issues with China, with India, Brazil, South
Africa”

If inviting the B(R)ICSAM appears to have become a habit at the gen-
eralized level, it has not been so at a more specific level. Italy and Canada took
what might be termed an Afro-centric approach. At the G8 summits they
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hosted—in Genoa in 2001 and Kananaskis in 2002 respectively—they picked
a form of representation that emphasized the attendance of leaders from
the African continent and the implementation of the New Partnership for
Africa’s Development (NEPAD) agenda. Japan at the 2000 Okinawa Sum-
mit took a similar line, inviting Algeria, South Africa, and Nigeria into the
mix (with Thailand added in as well). And UK prime minister Tony Blair
played the African card as well at Gleneagles, combining B(R)ICSAM par-
ticipation on climate change with African participation on debt relief and
development assistance.

Other countries have taken a divergent track. As mentioned, the U.S.
did things its own way at Sea Island, moving from an approach that down-
played outreach altogether, to one that placed the emphasis on the Middle
East. The response rate, however, proved mediocre for this invitation:
Afghanistan, Bahrain, Iraq, Jordan, Tunisia, Turkey, and Yemen said yes. But
Saudi Arabia, Kuwait, Pakistan, Egypt, and Morocco said no. So the Bush
administration scrambled in the last six months to bring together a blend
of African states to Sea Island (Atwood et al. 2004).

Notwithstanding all its limitations, the B(R)ICSAM has a good num-
ber of advantages over the other models, not only in terms of economics, but
also with regard to diplomacy. The behavioural or functional range of each
of B(R)ICSAM member on the diplomatic axis is far greater than the other
potential members of the L2o. For example, the G20 finance ministerial that
was established by the Gy in the aftermath of the financial crisis in 1997—99
included most of the potential members of the L2o, although a few more
could be added on. Yet the diplomatic status among the G20 countries was
not equitable. Some countries (most notably Argentina and Turkey) were
included less because they were seen as problem solvers, and more because
they were themselves problem cases. Another (Indonesia) was chosen not on
its own merits but because another candidate (Malaysia) had imprisoned its
former finance minister. And still other countries, although not without
impressive economic assets (Saudi Arabia and South Korea), are commonly
judged not to possess the geographical or functional range of diplomatic
credentials held by the B(R)ICSAM countries.

Confirmation of the elevated status accorded the B(R)ICSAM countries
has come out in the rotation of the presidency of the G2o. India was tasked
with this role in 2002, Mexico in 2003, China in 2005, and South Africa in
2007, with Brazil taking over in 2008. A top tier of countries with the G2o
constellation has thus been credentialized, with ongoing implications for
the G8 summit.
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If attractive by design, there are also benefits by default, as the B(R)ICSAM
model provides the most appropriate form of compensation for failure in
reforming the UN, which for many observers is the first best option. Almost
all the leading non-G8 candidates for a permanent seat on the UNSC would
be accommodated in this model (most notably, India and Brazil). Likewise,
there is room for a number of alternative UNSC possibilities (Indonesia, for
example) and for some strong blockers (above all, Mexico which opposed
Brazil’s bid to join the UNSC).

Targeting the B(R)ICSAM as the G7/8 Plus

The refinement of the diffuse pattern of outreach has been pushed by both
the UK government of Tony Blair, in the aftermath of its presidency of the
G8, and by members of the coalition German government, in the lead-up
to Heiligendamm in June 2007. Blair (2007) made his call for G8 reform at
the 2007 World Economic Summit at Davos specifically targeting what he
termed the “Outreach Five” or “Os5.” A number of negatives associated with
Blair’s initiative cannot be ignored. In terms of language, Blair’s call sig-
nalled the limits as much as the boundary-spanning dynamics of the initia-
tive, for offering outreach status was still very different than equitable
partnership via the enlargement or expansion model. In terms of opera-
tion, it still left the modalities of this outreach up in the air. Would this core
group be invited simply for breakfast or lunch on an ongoing basis? If so,
the asymmetrical nature of the G8 plus would be emphasized, not reduced
(Martin 2006).

In other ways, it is the positives that stand out. If not completely novel,
the Blair initiative advanced the reformist drive in terms of both process
and selection. With regard to the previous outreach model, it is the differ-
entiation between the G8 and the G8 Plus group—that is, the G8 plus invited
countries—that stands out. Some G8 watchers, such as Nicholas Bayne, had
long recommended that leaders should maintain the practice, begun at Oki-
nawa in 2000, of inviting a group of leaders from developing countries to
meet them before the summit proper (Bayne 2001, 2004). He has argued
that the admission of new members to the G8 itself, however, should be
approached with caution. He characterizes the G8’s great merit as the fact
that “it is small and compact enough for the leaders to have a direct exchange
around the table. This quality would be lost if extra members were added in
the interest of making the G8 more widely representative” (quoted in Kir-
ton 2002).
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In terms of membership, Blair’s initiative makes a clear choice on a per-
manent outreach group very different from the ad hoc approach adopted
since 2000. He does not make explicit his rationale for picking what is effec-
tively the B(R)ICSAM. But one close observer suggests that the pick was
made on as much diplomatic as economic criteria: “There is a general con-
sensus concerning the regional and global role of China, India, and Brazil.
South Africa gets the nod because of its active global-governance policy ...
although there are major reservations on the continent of Africa concern-
ing South Africa’s claim to a leading role. Mexico’s claims are less obvious.
Presumably US interests come into play here: the USA wishes to provide its
neighbor with a leading position in the global hierarchy. Having said that,
by virtue of its OECD and NAFTA membership Mexico is suitable for a
bridging role between North and South and in addition has strategic signif-
icance as a major oil exporter” (Fues 2007, 16-17).

Germany’s approach for its Heiligendamm Summit in 2007 was more
fragmented. Chancellor Angela Merkel’s own view at the outset of the Ger-
man presidency was that the G8 summit should be a “back to basics” sum-
mit in terms of site, agenda, and participation (Morgan 2006). This
perspective has been twisted out of shape by both international and domes-
tic circumstances. At the international level, several of the original agenda
items pushed by the Germans have proved an awkward fit with the G7/8
process, most notably initiatives on hedge fund reform. Here, it is worth
noting the ever more popular BRIC funds offered by a host of asset man-
agement companies (from HSBC to Goldman Sachs to Schroders) present
prospects of high returns despite their often volatile nature. For example, the
Templeton BRIC fund reported that an investment made at the beginning
of 2006 would have grown by 51 percent at year end as compared to 5 per-
cent in 2005 (Franklin Templeton Investments 2007, 9). Many, however,
question the recent BRIC fund euphoria, pointing to the lack of economic
cohesion of the grouping and the arbitrary exclusion of other emerging
markets such as Mexico and Indonesia (Foster 2007).

Alternatively, developmental and social issues reminiscent of Glenea-
gles have proved to be attractive. This widening-out approach has, in turn,
reinforced the need for outreach, especially with the B(R)ICSAM countries.
The most noticeable characteristic of the G8 process in 2007 has been the
embedded nature—and high level of participation—of the relationship
between the G8 members and the B(R)ICSAM countries. Within the frame-
work of the G8, all of these countries were invited to the meeting of finance
ministers meeting at Essen, Germany, in February. And the sherpas for the
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G8 summit have closely engaged their counterparts from the B(R)ICSAM
countries including on developing issues. To reinforce this point, Bernd
Pfaffenbach (2007), State Secretary in the Germany’s Ministry of Econom-
ics and Labour, and Merkel’s sherpa, put into the public domain the planned
permanent integration of the B(R)ICSAM members into the G8 process,
namely the Heiligendamm Process.

Domestically, the coalition nature of the German government has been
an important source of fragmentation. Finance minister Peer Steinbrueck,
a member of the Social Democratic Party, has been a vocal champion of G8
reform to extend the summit to include selected members from the North
and South. After making his views known at the November 2006 G20 finance
ministerial in Melbourne Australia, Steinbrueck repeated them to a home
(and increasingly attentive) audience at the Essen meeting of G7/8 finance
ministers (“G2o warnt vor steigender Inflation; Industrie- und Schwellen-
linder aber nicht einig tiber Rezepte” 2006).

As in the case of the Blair initiative, Steinbrueck’s shift was not entirely
unanticipated. With the push by Paul Martin for an L20, Hans Eichel (a key
actor with Martin in the establishment of the Finance G20 and Germany’s
finance minister in 2004), expressed some sympathy: “There is a need to
reinforce the growing sense of responsibility of all members for their respec-
tive regions and for the world economy as a whole. On this basis policy co-
operation could be broadened as well. This applies both to the number and
frequency of meetings and to the division of labour by subject matter. If the
G20 continues to develop along these lines and becomes even more effec-
tive, I think we could in theory expect to see a G20 comprising the Heads of
State and Government set up at some time in the future.”

The fundamental distinction between the two German finance ministers
was on timing. Whereas Eichel was still looking well into the future, Stein-
bruck urged that the G8 be reformed “not next year, but in two or three
years” (“G2o warnt” “G2o warnt vor steigender Inflation; Industrie- und
Schwellenldnder aber nicht einig iiber Rezepte” 2006, authors’ translation).

Constraints on the B(R)ICSAM Model for G8 Reform

If there is an opening for the B(R)ICSAM countries to be the model for G8
reform, there continue to be severe obstacles to progress along these lines,
whether compatible with either club or network diplomacy genres. Inside
the G8, there remains some considerable opposition to any major reform.
One of the major functional initiatives of the UK government during its

e



02_HP_shaw et al.gxd 2008/10/01 8:52 AM %e 38

38 Timothy M. Shaw, Agata Antkiewicz, and Andrew F. Cooper

presidency was the creation of a “G8 Plus Five” process to connect the min-
isters of energy and environmental ministers of the G8 and the G5 outreach
group. The potential of this initiative is still ready to be captured. However,
Russia, during its time as president of the G8, did not nurture this process,
marginalizing it at the St. Petersburg Summit in 2006.

Japan has also downplayed the role of the G5 outreach group during its
presidency in 2008. Japan highly values its participation in the G8, and is
unlikely to place pressures for greater legitimacy over its club mentality. This
bias is reinforced—in a similar manner to the U.S.—by the sense that democ-
racy is essential to “we-ness.” On this premise, the candidateship of China
(by economic as well as diplomatic criteria at the top of the list for entry into
the G8) is nixed: novel network diplomacy is still overshadowed by more
established club forms.

Outside the G8, one main type of resistance comes from the principle that
any move toward reinforcing the legitimacy and efficiency of this self-selec-
tive group is detrimental to universalism as embodied by the UN. Another
comes from selectivity. The presence of South Africa as the sole African
member of B(R)ICSAM remains controversial. The notion of its involvement
has begun to grab some positive attention in South Africa (Vickers 2006).
However, as the UNSC contest revealed (in that three African countries—
South Africa, Nigeria, and Egypt vied openly for two potential spots), this
ownership will not be uncontested.

The other point of controversy is the absence of a single Islamic coun-
try. This mode of participation was at the core of the U.S’s approach to out-
reach at the 2004 Sea Island Summit. Even with the dual approach of the Blair
government—with both core B(R)ICSAM and African representation—the
UK found itself in a position where it had no major Islamic representation
at Gleneagles (a missing element that was made more glaring by the Lon-
don bombings on 7 July 2005).

Notwithstanding these deficiencies, there are solid counterarguments
why the model of G8 reform should not be stretched too far to gain addi-
tional representativeness. Paul Martin contemplated adding either Egypt or
Nigeria, or both, to the L2o model. But the concept that he was convinced
was right built on the G20 model, with Indonesia and Saudi Arabia along
with Turkey in and Nigeria and Egypt out. On the basis of diplomatic logic,
Indonesia would appear to be the best country to add to B(R)ICSAM, in
that it is a large majority Islamic country, a member of the Organization of
the Petroleum Exporting Countries (OPEC) with an emergent democratic
culture, as expressed well through its support for democratic values through
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the new ASEAN charter, and a long-standing member of the NAM and the
Gy7.In addition, by 2030 Indonesia will most likely be the sixth largest econ-
omy in the world and the largest Islamic country. If Indonesia engaged more
with the other Islamic countries (especially those in the Middle East), it
could potentially play an active role of a Muslim bridge builder (“Indone-
sia: Muslim Bridge-Builder?” 2008).

The remaining flaws of the B(R)ICSAM model appear to pale as well by
contrast with those offered in alternative designs. The International Task
Force on Global Public Goods (2006) suggests an expanded version of the
L20 that, if commendable in other ways, is overcrowded with a Global 25.
Such a large group also has the deficiency of tilting the balance toward legit-
imacy at the expense of efficiency.

The Way Forward

Paul Martin (2004) laid out his model of the L2o for all to see. This was
highly commendable as a model of global governance. The intellectual
endorsement of this approach is impressive. Yet, in terms of an immediate
diplomatic impact, this initiative has fallen short of its ambitious aims.

Incrementalism—if far less attractive as a normative device for reform—
appears under current circumstances to be a far more productive vehicle. It
allows different champions, whether Tony Blair or Angela Merkel, for exam-
ple, to hand off some elements of ownership as they move out and in of the
presidency of the G8. It also avoids direct confrontation with the resisters.
Instead of trying to address all of the detailed issues of modalities, the focus
is a neo-functional one with an emphasis that reform is required for the
major questions of the day (be they energy, climate change, health, develop-
ment, or global economic imbalances).

If incrementalism does continue to progress, it seems predictable that the
B(R)ICSAM countries will be the big winners. The L2o has many advan-
tages over this more parsimonious option, not the least because it encom-
passes the G2o model. But parsimony has it virtues from a diplomatic
perspective. It is very difficult to argue that any of the B(R)ICSAM countries
do not belong in a reformed G8 on diplomatic grounds, notwithstanding
their political and economic differences. All of these countries are neces-
sary ingredients for unblocking issues both as constructive demandeurs and
as countries that have been blockers themselves.

The top-down orientation of this dynamic of multilateral reform will
linger as a basic feature of this type of reform process. Nonetheless, the
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means of bringing about changes in the G8 will at least in governmental
terms bubble up from below. The sherpa process is an important compo-
nent of this dynamic. For example, will sherpas of the B(R)ICSAM countries
be invited to the G8 preparatory meetings as a club, or will they be invited
by the individual country that holds the presidency? On top of this question
there is the issue of if and how ministers from B(R)ICSAM countries will be
involved in the elaborate web of ministerial and official-level meetings asso-
ciated with the G8. Here, as in the case of the meetings of energy and envi-
ronmental ministers, the barometer will be on how seamless this process
becomes.

There are, of course, other possibilities both for reform and of rejection.
Still, the B(R)ICSAM model for G8 reform seems to have become the best
bet for movement. It allows a sizable degree of reform without either tip-
ping the balance away from the G8 or raising the bar of expectations too
far for other countries. An adjustment will in all likelihood be added some-
time in the future, perhaps with another African country or an Islamic
country, but the core group has been established. The increasingly strong
impulse toward enhancing legitimacy and efficiency at the heart of the
global governance architecture brings with it a recognition that the
B(R)ICSAM countries are an integral—if not complete or exclusive—means
to this end. We return in conclusion to the revisionism of Jim O’Neill and
his colleagues at Goldman Sachs (2005, 3), who coined the BRIC acronym
very early this century:

Since we began analysing these countries, each has grown more strongly
than our initial projections. Our updated forecasts suggest that the BRICs
economies can realise the “dream” more quickly than we thought in 2003.
The case for including this group directly in global economic policymaking
in a systemic way is now overwhelming.

Likewise, it is crucial that the concept of the B(R)ICSAM, along with
parallel discourses about types of diplomacy and varieties of capitalism, be
brought into the theory and practice of studies in the disciplines of inter-
national relations, international political economy, and development. Alas,
there is still considerable reluctance to so recognize and include this field of
study, even on the eve of the second decade of the 21st century (Shaw 2004;
Shaw et al. 2007).
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Notes

1 For the purposes of this chapter only, the term includes Russia.

2 It is because of this exclusion that China has been reluctant to become a member of
the so-called Gg (Yu 2005).

3 However, for the purposes of this discussion, unless referring to the Gy without Rus-
sia, the term G8 is used throughout.

4 The country overview here and the ones that follow draw on Antkiewicz and Whal-
ley (2006).

5 World exports increased tenfold since 1960s (World Bank 2007, 30).

6 The authors are grateful to Thomas Fues, of the Deutsches Institut fiir Entwick-
lungspolitik, for providing this information.

References

Antkiewicz, Agata and John Whalley (2005). “Shifting Economic Power: From OECD
to B(R)ICSAM.” Mimeo. Waterloo ON: Centre for International Governance
Innovation.

Antkiewicz, Agata and John Whalley (2006). ‘The Sustainability of Growth in the
B(R)ICSAM Countries. Paper presented at the 2nd annual Conference on Inter-
national Governance Innovation. Waterloo ON.

Atwood, J. Brian, Robert S. Brown, and Princeton Lyman (2004). Freedom, Prosper-
ity, and Security: The G8 Partnership with Africa, Sea Island 2004 and Beyond.
New York: Council on Foreign Relations. www.cfr.org/content/publications/
attachments/G8Africa.pdf (May 2008).

Bayne, Nicholas (2001). “Concentrating the Mind: Decision-Making in the G7/G8
System.” Paper prepared for the conference on Promoting Conflict Prevention
and Human Security: What Can the G8 Do? 16 July, Rome. www.g8.utoronto
.ca/conferences/2001/rome/bayne-conflict.pdf (May 2008).

Bayne, Nicholas (2004). “Prospects for the 2005 G8 Gleneagles Summit.” 22 Novem-
ber, Toronto. G8 Research Group. www.g8.utoronto.ca/speakers/bayne2004.htm
(May 2008).

Blair, Tony (2007). “Speech at Davos.” 27 January. www.number-10.gov.uk/output/
Page10858.asp (May 2008).

Bradford Jr., Colin I. and Johannes F. Linn (2007). “Summit Reform: Toward an
L20. In Global Governance Reform: Breaking the Stalemate, edited by C.1. Brad-
ford Jr. and J.E Linn, 77-86. Washington DC: Brookings Institution Press.

Central Intelligence Agency (2008). “Rank Order—GDP (Purchasing Power Par-
ity).” World Factbook, Washington DC. www.cia.gov/library/publications/
the-world-factbook/rankorder/2001rank.html (May 2008).

Chirac, Jacques (2004). “Press Briefing by French President Jacques Chirac.” 9 June, Sea
Island. www.g8.utoronto.ca/summit/2004seaisland/chiraco40609.html (May 2008).

e



02_HP_shaw et al.gxd 2008/10/01 8:52 AM %e 42

42 Timothy M. Shaw, Agata Antkiewicz, and Andrew F. Cooper

Cooper, Andrew F. and Thomas Legler (2006). Intervention without Intervening?
The OAS Defence and Promotion of Democracy in the Americas. New York: Pal-
grave Macmillan.

Cooper, Andrew F., Agata Antkiewicz, and Timothy M. Shaw (2007). “Lessons
from/for B(R)ICSAM about South-North Relations at the Start of the 21st Cen-
tury: Economic Size Trumps All Else?” International Studies Review 9(4): 673—689.

Enderwick, Peter (2007). Understanding Emerging Markets: China and India. New
York: Routledge.

Foster, Lauren (2007). “Brics: Coherent Strategy or Catchy Name?” Financial Times,
9 October. us.ft.com/ftgateway/superpage.ft?news_id={t0100920070131407372
(May 2008).

Franklin Templeton Investments (2007). Semi-Annual Management Report of Fund
Performance. Toronto. www.franklintempleton.ca/ca/retail/en/pdf/downloads/
literature/legaldoc/mrfp/semi_annual/340.pdf (May 2008).

Fues, Thomas (2007). “Global Governance Beyond the G8: Reform Prospects for
the Summit Architecture.” International Politik und Gesellschaft(2): 11-24.
www.fes.de/ipg/arc_oy_set/set_o2_oye.htm (May 2008).

“Gz20 warnt vor steigender Inflation; Industrie- und Schwellenlidnder aber nicht
einig iiber Rezepte.” (2006). Frankfurter Allgemeine Zeitung, 20 November.
Goldman Sachs Economic Group (2007). “BRICs and Beyond.” www2.goldman

sachs.com/ideas/brics/book/BRIC-Full.pdf (May 2008).

Goldstein, Andrea (2007). Multinational Companies from Emerging Economies. Lon-
don: Palgrave Macmillan.

Heine, Jorge (2006). “On the Manner of Practising the New Diplomacy.” Working
Paper No. 11, October. Waterloo ON: Centre for International Governance Inno-
vation. www.igloo.org/cigi/Publications/workingp/ontheman (May 2008).

Humphrey, John and Dirk Messner (2005). “The Impact of the Asian and Other
Drivers on Global Governance.” Paper prepared for the conference on Institu-
tions and Development: At the Nexus of Global Change. 18—19 January 2006, St.
Petersburg. www.ids.ac.uk/UserFiles/File/globalisation_team/asian_driver_docs/
AsianDriversGovernancepaperos.pdf (May 2008).

“Indonesia: Muslim Bridge-Builder?” (2008). 28 February. BBC News Online.
news.bbc.co.uk/2/hi/asia-pacific/7269017.stm (May 2008).

International Task Force on Global Public Goods (2006). Meeting Global Challenges:
International Cooperation in the National Interest. International Task Force on
Global Public Goods. Stockholm. www.globalpolicy.org/socecon/gpg/2006/
ogglobalchallenges.pdf (May 2008).

Kirton, John J. (2002). “Canada’s Kananaskis G8 Summit: What Can and Should Be
Done?” Canadian Foreign Policy 9 (June): 31—48.

Lloyd, John and Alex Turkeltaub (2006). “India and China Are The Only Real Brics
in the Wall.” Financial Times, 4 December, 17.

e



02_HP_shaw et al.gxd 2008/10/01 8:52 AM %e 43

The Logic of the B(R)ICSAM Model for Global Governance 43

Martin, Paul (2004). “Address by Prime Minister Paul Martin on the Occasion of His
Visit to Washington DC.” 29 April, Washington DC. epe.lac-bac.gc.ca/100/205/301/
prime_minister-ef/paul_martin/os-10-06/www.pm.gc.ca/eng/news.asp@id=192
(May 2008).

Martin, Paul (2006). “Speaking Notes for the Annual Meeting of the Development
and Peace Foundation.” 8 June, Dresden. www.paulmartin.ca/speech-20060608
-1.html (May 2008).

Morgan, Simon (2006). “Germany Wants G8 to ‘Go Back to Roots, to Tackle World’s
Economic Problems.” Agence France Presse, 28 December.

O’Neill, Jim, Dominic Wilson, Roopa Purushothaman, et al. (2005). “How Solid Are
the BRICs?” Global Economics Paper No. 134, 1 December. New Delhi: Goldman
Sachs. www2.goldmansachs.com/hkchina/insight/research/pdf/BRICs_3_12-1-05
.pdf (May 2008).

Payne, Anthony (2008). “The G8 in a Changing Global Economic Order.” Interna-
tional Affairs 84(3): 519-533.

“Perspectives on Emerging Would-Be Great Powers.” (2006). Special issue. Interna-
tional Affairs 82(1): 1-94.

Pfaffenbach, Bernd (2007). “Germany and Africa: Partners at Work.” Speech on the
occasion of the German Weltbank Forum, 22 May, Berlin. www.bmwi.de/English/
Navigation/Press/speeches-and-statements,did=204548.html (May 2008).

Polanyi, Karl (1944). The Great Transformation: The Political and Economic Origins
of Our Time. New York: Farrar and Rinehart.

Shaw, Timothy M. (2004). “International Development Studies in the Era of Glob-
alization ... and Unilateralism.” Canadian Journal of Development Studies 25(1):
17—24.

Shaw, Timothy M., Andrew F. Cooper, and Agata Antkiewicz (2007). “Global and/or
Regional Development at the Start of the 21st Century: China, India and (South)
Africa.” Third World Quarterly 28(7): 1255-1270.

“The Invasion of the Sovereign-Wealth Funds.” (2008). Economist, 17 January, 386.
(May 2008).

“There Were Seven in the Bed...” (1993). Economist, 72.

Vickers, Brendan (2006). “Heading toward the G8 St. Petersburg Summit: What’s In
It for Africa?” Global Insight(63): 1—4.

Wilson, Dominic and Roopa Purushothaman (2003). “Dreaming with BRICs: The
Path to 2050.” Global Economics Paper No. 99, October. New York: Goldman
Sachs. www2.goldmansachs.com/ideas/brics/book/99-dreaming.pdf (May
2008).

World Bank (2007). Global Economic Prospects 2007: Managing the Next Wave of
Globalization. Washington DC: World Bank go.worldbank.org/6PT7IQPSP2
(May 2008).

e



02_HP_shaw et al.gxd 2008/10/01 8:52 AM %e 44

44 Timothy M. Shaw, Agata Antkiewicz, and Andrew F. Cooper

World Trade Organization (2007). International Trade Statistics 2007. Geneva: World
Trade Organization. www.wto.org/english/res_e/statis_e/its2007_e/its2007_e.pdf
(May 2008).

Yu, Yongding (2005). “China’s Evolving Global View.” In Reforming from the Top: A
Leaders’ 20 Summit, edited by J. English, R. Thakur, and A.E. Cooper, 187—200.
Tokyo: United Nations University Press.



03_HP_kirton.gxd 2008/10/01 8:52 AM Page$

From G8 2003 to G13 2010?
The Heiligendamm Process’s
Past, Present, and Future

John Kirton

Should China, India, Brazil, South Africa, and Mexico join the G8? Some
G8 leaders now think so. The club of major market democracies, whose
leaders have been meeting annually since six of them first assembled in
Rambouillet, France, in 1975, has expanded before, but only slowly, by adding
one new member at a time. In January 2007, however, British prime minis-
ter Tony Blair (2007) boldly declared that “the G8 is already on its way into
metamorphosis into G8+5. At G8+5, it can be a forum for agreement between
the most powerful nations with a true modern global reach. But sooner or
later the metamorphosis should be complete.” Later that year, Blair’s succes-
sor Gordon Brown and newly elected French president Nicolas Sarkozy both
publicly backed Blair’s call. And at the summit in Germany on 6-8 June
2007, all the G8 leaders agreed to join with their renamed Outreach Five
(Os) partners to launch a two-year officials-level dialogue on investment,
innovation, development, and energy.

Whether, when and how this burgeoning Heiligendamm Process (HP)
culminates in a new G13 summit depends critically on the evolving attitude
of the G8 leaders toward the value of fully accepting the Brazil, India, China,
South Africa, and Mexico—the B(R)ICSAM partners, in this case exclud-
ing Russia as it is already a member of the G8—as equals in an expanded
summit club. It also depends on whether these same Os partners want to
join the G8, on the terms presented, and transform it into a G13. Thus far,
both sides appear open to the possibility of a closer association. This process
began at the ministerial level, when the Os joined the new G2o forum of
finance ministers and central bank governors in 1999. It expanded when
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some O5 members started participating in the G7 finance ministers club
in 2005. It was elevated to the leaders’ level when the O5 came to the G8
summit in 2003 and then regularly from 2005 to 2007. The launch of the
officials-level HP thus represents the latest major step forward in this
process of partnership between established and emerging powers. Its per-
formance will do much to determine if and how a new G13 summit is born
and what form it will take. But, of equal importance will be the functional
need to develop a new centre of global governance through this Gi3, as
the global community confronts the growing challenges of a newly vulner-
able world.

The few existing accounts of the HP have expressed cautious optimism
about its prospects, highlighting the many obstacles it confronts (Kirton
2007a; Gnath 2007; Cooper and Jackson 2007). Yet, until now, none has
examined in detail the HP’s precursors, origins, negotiation, architecture, and
early operation as a basis for judging how successful it could be in govern-
ing its existing agenda. And none has looked far enough ahead to chart how
and why the grouping could and should grow into a new Gi3.

This chapter presents a detailed analysis of the past, present, and poten-
tial future of the HP and emerging G13 as a contributor to, and a centre of,
global governance. It argues that the prospects for the HP to produce an
eventual G13 are more promising than the existing analyses and early skep-
tical mood of G8 governors suggest. While the G8 has proven to be an effec-
tive centre of global governance, it increasingly needs the capabilities of the
major emerging powers of B(R)ICSAM to cope with the many vulnerabil-
ities the G8 and Os countries and the global community commonly confront.
The G8 has realized this logic and acted upon it by progressively reaching
out in response to the shocks of the Asian-turned-global financial crisis that
began in 1997. Both the G8 and O5 members have been willing (with vary-
ing degrees of enthusiasm) to participate in this ever closer association,
including the reluctant United States and Japan.

The HP is now off to a promising start, if predictably slow. Its initial
success may reinforce a strong case based on global demand and Gi3 sup-
ply to expand the dialogue process, at the leaders, ministers, and officials
levels, to embrace the issues of trade, finance, climate change, and health.
Should the Os members continue to emerge as major powers and acquire
global reach, responsibility, and political openness, the G8 will eventually be
well positioned to take a great leap forward toward a Gi3. But there is still
strong competition from alternative formulae for expansion, and it is too
soon to tell if the G13 will eventually win.
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This chapter first examines the G8s increasing inclusion of the Os pow-
ers through the finance G20, finance Gy, and other ministerial forums, and
the G8 Plus Five summit process that began in 2003. It then analyses the
conception, negotiation, emergence, and early operation of the HP created
in 2007. It next identifies the HP’s potential, G8 members’ perspectives, and
possible pathways toward a new G13 as a centre of global governance by the
time of, or soon after, the Canadian-hosted G8 summit in 2010.

The Past: The G8’s Inclusion of the Outreach Five

The Pattern

Since its 1975 start, the G8 has reached out incrementally to include as mem-
bers Canada in 1976, the European Union in 1977, and Russia from 1991
through 1998 (as these members are now known). It invited the executive
heads of multilateral organizations to participate in 1996 and has done so reg-
ularly since 2000 (see Appendix A). In 2000, it also started regularly to invite
the leaders of individual countries to participate. Here the Os countries and
the African quartet of South Africa, Nigeria, Senegal, and Algeria have
emerged as the regular partners of choice.

There are several strong patterns to this 34-year process of expansion
that started early and has recently grown. First, all leaders of the new mem-
bers and core participating partners have almost always accepted their invi-
tations to attend or for increased participation. Second, none has ever been
downgraded, phased out, or expelled, although short-term sabbaticals have
sometimes occurred. Third, the first phase of one-at-a-time additions has
been superseded with a handful-at-a-time additions, first with the multilat-
eral organizations in 1996, then the African quartet in 2001, and finally the
Os in 2003. Fourth, among the country members and participants, there
has been less of a premium placed on major power than on the principles
of open democracy and global responsibility as the criteria for the invitation
list. The combined result has been a G8-controlled, one-way street of ever
greater expansion, especially in the 21st century, designed to deepen democ-
racy throughout the world.

The G7/8’s Relationship with China

Of particular importance in this process has been the G8’s relationship with
China, as the largest but least democratic of the participating non-member
states and the B(R)ICSAM set. Over the past decade the G8 has made major
moves to include China, even though the nature and wisdom of this closer

e



03_HP_kirton.gxd 2008/10/01 8:52 AM Pageﬁ

48 John Kirton

association have remained matters of debate (Kirton 2001b; Martinez-Diaz
2007). Among G8-focused scholars engaged in the early debate, one school
of thought treated China as an outside object, warranting no institutional-
ized association with the Gy (Bayne 1995; Sachs 1998; Kirton 1999a). A sec-
ond school viewed China as a worthy associate, although one lacking at
present and, perhaps for some time, a legitimate claim for full membership
(Whyman 1995; Hodges 1999; Baum and Shevchenko 2001). A third school
regarded China as a legitimate member of some or all of the G7/8 system
(Jayarwedna 1989; Smyser 1993; Haq 1994; Commission on Global Gover-
nance 1995; Brezinski 1996; Bergsten 1998; “Welcome to China, Mr. Clinton”
1998; Desai 2006). This debate largely ignored key issues, notably the partic-
ular form any association should take, the rationale and ultimate objective
for association, and, above all, the process of moving toward a system in
which China, without or with others, had a mutually comfortable, meaning-
ful place in the G8.

A detailed analysis of the G8’s treatment of China from 1975 to 2000
shows the G8 increasingly embracing China (Kirton 1999b, 2001b). China’s
responsible role in the 1997-98 financial crisis, its like-minded approach to
international financial system reform on some core issues, and its contribu-
tions to the G22 finance ministers (the precursor to the G20 finance forum),
to the G20, and to the Financial Stability Forum (FSF) justified a move
toward association with the G8 at the leaders level itself. The proper move
for the G8 in 2000 seemed to be to invite China’s leader to join G8 leaders
for a pre-summit dinner dialogue, a strategy that Japanese prime minister
Keizo Obuchi embraced in part as he prepared to host his summit at Oki-
nawa that year (Kirton 2001b). Greater participation or even full member-
ship in the Gy finance ministers forum, where not all participating individuals
are democratically and popularly elected, seemed appropriate as well (Kir-
ton 2001b; Desai 2006). Since that time, the closer association between the
G8 and China has emerged through the G20 finance ministers since 1999, G7
finance ministers since 2004, and the G8 summit itself starting at French-
hosted Evian in 2003 and continuing at the European-hosted summits from
2005 t0 2007.

The G20

The G8’s first major move to embrace the emerging powers came immedi-
ately after the first member of the B(R)ICSAM, Russia, was welcomed as a
permanent, if not quite full, member of the now G8 summit in 1998. By
1999, the financial crisis had produced the G20 finance ministers’ forum,
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with Brazil, India, China, South Africa, and Mexico—the full B(R)ICSAM
group—along with several systematically significant middle powers, and
these were treated as equal members from the very start. There is a rich
debate about the performance of this group, especially over its role in empow-
ering the emerging economy members. But careful analyses conclude that
the G20 has increasingly become a valuable and valued balanced centre of
global governance across an increasingly wide range of fields (Kirton and von
Furstenberg 2001; Kirton 2001a, 2005b; Martinez-Diaz 2007).

A consequence of American, Canadian, German, and then G8 leader-
ship, the G20 was created as a consensus-oriented club of significant coun-
tries with a mission to prevent financial, economic, and related crises, and
to institute the social protections that would make globalization work for all.
With a strong start in its first two years, it evolved during its first half-decade
from a largely deliberative forum to one that set new normative directions,
took collective decisions, and developed global governance by broadening
its own agenda, thickening its own structure, and working in conscious
interdependence with other multilateral organizations and the G8.

The G20 has had an increasingly autonomous impact in bridging differ-
ences between and within its developed and emerging country components,
and in hastening agreement on “constitutional” issues in outside governance
forums. Essential to its success has been its pattern of working closely in
tandem with the similarly constructed, much more experienced, and much
more cohesive G8, in support of the principles of transparency, openness,
democracy, social advancement, and equity that the G8 has at its institu-
tional core. Its success has supported the case that a leaders-level summit (or
Leaders 20 [L20]), composed of the same members, should be created,
through a strengthening of the G8 Plus Five process that emerged after 2003
(Kirton 2004a, 2004b; Cooper 2007).

The strength of the G20 platform can be seen in several ways. The first
is the growing breadth of the agenda that the G20 has discussed. It has gone
well beyond financial stability to embrace trade, other economic issues, and
a wide range of matters extending into the security sphere. The second is the
general rise in the number of commitments, amidst great annual variation,
that each autumn meeting has produced. The third is the move toward rotat-
ing the chair, generally alternating between a G8 or developed country mem-
ber and a non-G8 or developing country one. In the lead among this latter
constituency have been the Os powers of India in 2001 (although the loca-
tion of the meeting was changed due to the September 11 terrorist attacks),
Mexico in 2003, China in 2005, South Africa in 2007, and Brazil in 2008
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(Cooper 2007). Beyond the G8, the B(R)ICSAM are thus in the lead within
the Gzo.

Since its Canadian-hosted meeting in 2000, the G20 has made many col-
lective decisions on the key economic and development issue of trade. Its per-
formance peaked at five trade commitments made in 2005, when China held
the chair. Here the G20 went beyond traditional multilateral trade liberal-
ization measures to embrace South—South trade, trade and investment, and
trade for development. G20 commitments on trade and other subjects in 2003
seemed to induce compliance from its developed and developing country
members alike. Trade also appears to be an area where the G20, in balanced
fashion as a forum of equals, sides with the positions of neither the Gy nor
the G24 (Martinez-Diaz 2007, 11). The G20 has also come to play a role in
crisis prevention in finance. The central banks of the U.S., EU, Britain, and
Canada, with support from Japan, agreed at the G20 meeting in Cape Town
in November 2007 to take coordinated action to stem the global inter-bank
lending credit crunch. There it also acted to advance the needed reforms of
“voice and vote” at the International Monetary Fund (IMF) and World Bank.

G7 Finance Ministers

A second process of expansion came from the Gy finance ministers forum,
where even Russia is not yet a full member of the club. The G7 finance club
was born in 1973 with four, then soon five members. It became a seven-
member club during the Japanese-hosted summit in 1986, after which the
former Gs faded away. Russia became associated with it first in 1992 and
more regularly as the 21st century began. China attended as an invited guest
first in October 2004, and again in February, September, and December
2005, June 2006, February, May, and October 2007, and February 2008. It
came alone in its first two appearances, but was joined in September 2005,
following the Gleneagles G8 Summit, by the full slate of Plus Five countries.
In December 2005, Mexico and South Africa were missing among the Os. In
June 2006, Brazil did not attend, although G20 members South Korea and
Australia did. For those times when China has been absent, no countries
other than the G8 members have come. There is thus a variable geometry
with a fixed order of precedence, with China first, India second, and Brazil
third.

At the ministerial level beyond finance, the Os5 were the founding mem-
bers of the G8’s Gleneagles Dialogue on Clean Energy, Climate Change, and
Sustainable Development. This was created at British initiative at the G8
summit in 2005. Moreover, China, Brazil, and South Africa have each par-
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ticipated once in G8 ministerial meetings for foreign affairs, for environ-
ment, and for energy, while India has done so twice.

The Plus Five Process

The instinct to involve outsiders at the summit itself was led by France, first
when it invited a large group of global leaders for what turned out to be a
parallel dinner at its Paris summit in 1989, and then when it invited the
heads of multilateral organizations for a post-summit lunch with the G7 at
Lyon in 1996. In 2003, France invited a much larger collection of countries
(Kirton and Panova 2007; Chirac 2004). After the interruption of the 2004
American-hosted G8, when no emerging economies were invited, the British
invited the Os and Africans to the Gleneagles Summit in 2005, where the Os
leaders produced a declaration of their own. The O5 came in the same con-
figuration for Russia’s G8 in 2006 at British insistence but the G8’s engage-
ment with the Os was perfunctory (Aslund 2006; Vickers 2006). They came
again to Germany’s summit in 2007. Their inclusion appears to have encour-
aged them to comply with the G8’s summit commitments, even if these
commitments were made without their involvement.

The Present: The Heiligendamm Process

This now familiar G8 Plus Five group has demonstrated its value in address-
ing financial, social, environmental, and security issues. The G8 and Os lead-
ers recognized this benefit in the summer of 2007. For one of the major
deliverables of their Heiligendamm Summit was the creation of the HP,
allowing the O5 powers a more reliable, institutionalized involvement in the
G8 than ever before. This innovation was seen by most observers as one of
the key achievements of the summit (Kirton 2007a; Gnath 2007; Cooper
and Jackson 2007). A detailed examination of its evolution from its initial
appearance as an idea of one G8 leader to an institution accepted by the G8
and O5 members suggests the potential of this emerging Gi3.

Preparing the Heiligendamm Process

The process of producing the HP began at the last session of the 2006 St.
Petersburg Summit. There, British prime minister Tony Blair proposed that
the Os countries be added to the G8 as full members. But while the ultimate
goal of a full G13 had acquired a private expression and champion, Blair’s
partners were convinced that the G8 should remain capable of taking action.
They thus decided to keep their club the way it was. They calculated that the
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bigger the group, the smaller the commonality among its members and thus
the smaller its capacity for action.

From the start of their summit planning process for 2007, the German
hosts proposed the alternative of a special relationship between the G8 and
the Os. The Os—sometimes referred to by the Germans as the “threshold
countries”—would not only be invited to their third G8 summit in a row but
would have an additional association with the G8 as well. This approach
proposed by the German sherpa team was approved by the German cabinet
in mid October 2006. But it deliberately remained devoid of a defined con-
cept or any details, for fear that any concrete proposal sent to and approved
by Germany’s coalition government was likely to leak. With the cabinet’s
approval, the German sherpa team developed a small paper in the fall, on
which the German sherpa briefed his G8 counterparts orally.

Germany’s G8 partners had few indications at the outset that the Os
countries would play any greater part in the G8 in the coming year. There
was no mention of the term “Heiligendamm Process” in the initial papers
prepared by the Germans and circulated to their G8 partners. Yet, to close
observers, it was clear that the German hosts were now structuring the
agenda to focus on those issues where the presence of the O5 would be
appropriate, even necessary, on functional grounds.

At the first sherpa meeting, designed to set the summit agenda and pro-
duce a freewheeling discussion about it, the concept for outreach came up.
No one objected to the direction the German’s wanted to take, in part because
all saw outreach as the prerogative of the G8 host every year. On the basis
of this discussion, draft documents were prepared.

In February the sherpas collectively addressed how the G8 could best
engage the Os. Blair (2007) had publicly stated at Davos the month before
that he wanted the G8 to expand to a G13. The sherpas felt that the G8 would
see the adaptation of its structure. Heiligendamm would be the third con-
secutive time their leaders would meet with the Os. Many within the group
considered it hard not to invite the Os if the G8 was to have any outreach
at all. To them, the O5 or nothing seemed the only choice.

Beyond public prompting and institutional precedent lay power and
purpose as compelling rationales for promoters of the O5/HP idea. They
argued the G8 had to adapt to the evolving shifts in geopolitical and geo-eco-
nomic power. The sherpas agreed that the core of the G8 focused no longer
just on economics and markets but also on shared values and on sharing and
broadening the benefits of globalization. The combined G8 did not repre-
sent the global strength it once did. Consequently, several issues no longer

e



03_HP_kirton.gxd 2008/10/01 8:52 AM Page@'

From G8 2003 to G13 2010? 53

had a G8-only solution. Issues with a global impetus could no longer be dis-
cussed fully and dealt with satisfactorily without involving the Os.

This led to a consideration of issues that might be appropriate for such
a shared discussion. One was climate change. Among the Os, China was
about to surpass the U.S. as the world’s number-one producer of green-
house gas emissions. Brazil was already number four, with three quarters of
its emissions resulting from deforestation, mostly in the Amazon.

Yet there was still some reluctance to give up the shared history of the G8.
There was also a clear desire to carefully think through any possible expan-
sion scenarios. It was crucial that the Americans participate. As a new broader
representation developed, it must not create a forum for ganging up on the
American “G1” (May 2005). Nor could it diminish the G8 or come at the
expense of the candour, intimacy, and shared values of this forum, which gave
impetus to other institutions. There also needed to be plans for continuity,
particularly to preserve the sense of a G8 meeting with a G8 agenda and G8
documents, rather than one shared with the Os.

Another issue was participation beyond the Os. Some felt that an enlarged
group should probably extend beyond five in order to ensure, for example,
Muslim representation. This could be fulfilled by including Nigeria—the
largest African country—or Saudi Arabia. This factor, among others, would
make it difficult to demonstrate broad representation of an enlarged group
with the addition of only five handpicked members.

The agenda was also a consideration. Here, the sherpas recalled that the
Gy emerged in the aftermath of the oil crises of the early 1970s, the burning
issue of the day. Inclusion in a wider group required a real issue to discuss
and advance. They also concluded that they needed to be careful to find an
issue that did not detract from other institutions that already had it in their
mandate. It must be an issue that would allow for deliverables beyond the
discussion stage. The G8’s Heiligendamm agenda already included several
items appropriate for a G8 Plus Five discussion, under the label of ensuring,
sharing, and broadening the benefits of globalization. These topics were cli-
mate change, economic imbalances, and intellectual property protection,
with the interrelated issues of funding new research and technologies to
address climate change with effective shields for intellectual property rights.
The question was how to pull these elements together into a robust agenda.
Care needed to be taken to avoid overlap in developing a collective agenda
among the G8 and the Os.

Amidst these differing perspectives on what to do and how to proceed,
some saw a pragmatic opportunity to bring out the creative element of G8
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leadership and take the evolution of its architecture to the next stage. While
transformation would not be possible in time for the 2007 summit, the G8
was ready to take the next step through a more elaborate engagement at
Heiligendamm. This attitude prevailed.

By April, the Germans had labelled their intended institutional innova-
tion the Heiligendamm Process. They decided to hold two G8 and Os
encounters in their hosting year, where 13 or 14 participants would engage
in an equal exchange. The first was on climate change. The Germans asked
the environmental and climate experts of each country to come to a special
meeting in Berlin on 4 May, and then another on 16 October.

After the first meeting, the Germans concluded that the way members
of the G8 knew one another and their positions from their meetings was
quite different from the dynamic between them and the Os. With new guests
at the table, it was not always possible to see the articulation and evolution
of positions. Discussions were more difficult; participants were more cau-
tious; and progress was slower. Thus, this joint meeting showed the impor-
tance of intensifying the G8-Os dialogue. It also implied that the
industrialized countries must not expect too much from the threshold coun-
tries in the field of climate change.

The Germans also proceeded with their proposal for the HP—a struc-
tured, issue-specific dialogue on other subjects whose results would be sub-
mitted in an interim report to the Japanese-hosted summit in 2008 and in
a final report to the Italian-hosted summit in 2009. Possible issues would
focus on topics related to the world economy, of mutual interest to the
threshold countries and the G8.

One such topic was innovation and its protection. Knowledge-based
societies needed innovation and to promote it for the sake of growth and jobs
in the G8. But there was also a need to protect innovation, through patents
and copyright. The protection of intellectual property rights was deemed a
priority where common solutions should be pursued.

Another potential issue was investment. It was important that the G8
countries themselves made it clear that they favoured open investment
markets. This preference could no longer be taken for granted. The United
Nations Conference on Trade and Development (UNCTAD) had found
that in the 1990s national investment legislation contained protectionist
rules covering about 3 percent of the economy. This had risen to 20 percent
at the beginning of the 21st century (OECD 2007). Whatever one’s posi-
tion on globalization, the German chancellor and her sherpa were con-
vinced of the danger of this protectionist path. They sought a declaration
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that supported freedom of investment. The more open markets become,
the more necessary it is to agree on similar investment conditions with one’s
most important trading partners. This was thus a good issue for the Os.

Two other possible items fit the criteria. One was energy efficiency. Here,
the debate on climate change was unavoidable. When asked practical ques-
tions about potential first steps, the Germans replied with the hope that the
framework of the HP would produce reasonable results. However, the sep-
arate joint meeting, already scheduled for 16 October, would focus on climate
change, outside the HP itself.

The other topic was development. The Germans were convinced that for
Africa to embark on the path to much better development, good gover-
nance was needed. It was thus important for the international donor com-
munity to reach a consensus on governance. There were already several
forums available. But the Germans wanted to discuss this issue with the
Os too.

The Germans’ goal was a structured dialogue between the G8 and the Os.
They felt that for global governance, the leaders of these threshold coun-
tries must become aware that with their growing economic weight came
increased responsibility. They were only able to take on such responsibility
against the background of preparing for the G8. On issues such as climate
change, the O5 expected advanced steps to be taken by the G8. Although
this was taken for granted by the Europeans, not all G8 partners agreed. The
Germans were obliged to respond first within the G8, through its consen-
sus-oriented process. They also had to find a way to sum it all up in docu-
mented form. At the end of May, the Germans were hopeful they would
achieve this. With such dialogue and cooperation, a G13 could be possible
in the end but its creation was by no means fore-ordained.

On the eve of the summit, all understood that the HP would be a major
deliverable. However, this deliverable would extend beyond Germany’s
year in the chair. The Germans thus needed to negotiate with the Japan-
ese, who would host in 2008, and with the Italians, who would do so in
2009. All wanted a higher degree of confidence in what the process entailed.
The sherpas saw the HP as a logical way to address the obvious calls for the
G8 to expand its dialogue. The agenda could be built collaboratively
throughout the year. That said, options were kept open about the degree
of formal institutionalization, right down to the selection of who the out-
reach participants would be. There was a desire to keep the communiqué
wording flexible.
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At the Summit

At the Heiligendamm Summit, German chancellor Angela Merkel’s skills as
a good chair were tested to attain agreement on the HP. The Os leaders had
been kept waiting for some time by themselves in a separate room, without
even the German foreign minister to tend to them. The only G8 leader who
visited the Os was Russia’s Vladimir Putin, who spent an hour with them.
The G8 leaders’ discussions went more smoothly and hence more quickly
than anticipated, and the media was eager for news on the G8’s achieve-
ments, especially on climate change, so the Germans publicly issued their
comprehensive summit communiqué earlier than they had planned. It con-
tained a passage announcing the creation of the HP. Because it was
announced before the G8 leaders’ meeting with the Os5 had even taken place,
at the subsequent outreach session with the Os, the Chinese, Indian, and
South African leaders objected to what they felt was an inappropriate, pre-
mature announcement. Merkel managed their discontent smoothly, admit-
ting that her officials had made mistakes. Emphasizing the importance of the
process, she was able to bring all the Os partners back on board.

At this session, Chinese president Hu Jintao presented a prepared state-
ment outlining China’s new, more forthcoming approach to climate change.
This showed the G8 leaders that inclusion could bring the Os along in a
desirable way. But it also showed them that some Os partners still had to learn
how the flexible, freewheeling G8 game was played.

The innovative HP that emerged from the summit was a high-level,
structured dialogue between the G8 and Os on intellectual property, invest-
ment, development, and energy. It would start in the second half of 2007
and aim at producing tangible results in two years. The Organisation for
Economic Co-operation and Development (OECD) was asked, at the sug-
gestion of its executive head, Angel Gurria, to serve as a platform for the
HP, helping prepare meetings on the chosen issues. It would not serve as a
body for implementation or control. Although not all the participants, espe-
cially not those from the Os, supported this arrangement, the OECD’s offer
was eventually accepted. The closely affiliated International Energy Agency
(IEA) would provide similar services in the field of energy efficiency. The Ger-
man vision was fully realized, with the issue of energy efficiency included and
the OECD given a supporting but limited role.

Through this institutionalized outreach, the G8 club expanded to embrace
the rapidly rising, largely democratic threshold global powers of China,
India, Brazil, Mexico, and South Africa. The HP extended the ongoing 2005
Gleneagles Dialogue on Clean Energy, Climate Change, and Sustainable
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Development. The formula had already proven itself when the May 2007
meeting of the G8 and Os sherpas had delivered the signal that developing
countries would control their carbon dioxide emissions if America and its
allies did. The HP showed again that the G8, like the OECD and the North
Atlantic Treaty Organization (NATO), could expand to include rising pow-
ers, unlike the United Nations Security Council (UNSC), with its member-
ship frozen at five permanent members, and unlike the executive boards of
the Bretton Woods bodies still struggling with their divisive issues of voice
and vote. But there was still an attempt to keep the summit outreach flexi-
ble. Its membership was not fixed. There was no certainty that the coun-
tries that had been invited for the previous five years would remain the same
in the years ahead.

Follow-up

The follow-up to the Heiligendamm Summit was framed in response to
French president Nicolas Sarkozy’s public call for a new Gi3 to solidify
(Kamynin 2007; Sarkozy 2007; Williamson 2007). Among the G8 members,
questions remained about whether it would be the same five participants in
the future, whether it would be the same agenda with the same overlap
between the Os and G8 issues, and whether the Os leaders would come to
the next summit to discuss the same issues the HP officials had. It was also
unclear whether a summit agenda would be developed jointly between the
G8 and Os.

Many felt that the Os leaders warranted and would be granted a larger
place in the process by the end of the year. But most also felt that the best
part of the G8 summit was its informality, when the nine or ten leaders
(including the EU leaders) talked frankly and openly about what it was
like to be leaders of major market democracies, facing economic chal-
lenges as democratically elected leaders, amidst demanding media, legis-
latures, and judiciaries. At their exclusive part of the summit, they
exchanged ideas about how to manage aspects of their common situa-
tions. Indeed, they set aside their prepared texts to engage in frank dis-
cussions about managing economies in today’s difficult world. The
opportunity to do so was what brought them back every year—it was what
they enjoyed most about the G8 summit. In contrast, in the larger meet-
ing at Heiligendamm with the Os present, some G8 members felt that the
Chinese leader had acted as though he were giving a speech at the UN.
Others, in contrast, emphasized how at this summit he appeared much
more spontaneous than ever before.
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As this debate continued, the task of managing the HP and the Os
remained. The G8 had to be sure it had continued, effective, and valuable
discussions with the Os. The role of the OECD remained somewhat contro-
versial. With the exception of Mexico, O5 members were—like the G8’s Rus-
sia—not members of the rich countries’ OECD club. The Germans still had
some work to do to make the HP’s OECD connection acceptable to the Os.

Within the G8, one outstanding issue was whether the G8 Plus Five for-
mula would induce the Os to take real action on climate change. The reluc-
tant Americans asked about the rationale for the 16 October G8-O5 meeting
on climate as its long-known date approached. They were concerned because
they had scheduled their own meeting of 16 major emitting countries on
climate in Washington and feared duplication or competition. They reluc-
tantly accepted the argument that it was important to show that the unity
displayed at the Heiligendamm Summit on climate remained. They thus
participated in the G8-Os5 meeting. However, Indonesia, which had been
invited in its capacity as the chair of the UN’s Bali meeting, chose not to
attend. The October session ended with a chair’s statement that codified
further G8-Os5 convergence, if of a low-level sort.

A meeting of the HP steering committee on 17 October defined how the
parallel HP would unfold. There would be two to three meetings a year
among relatively senior, technical experts on each of the four HP topics.
Some outreach countries still resisted anchoring the HP too deeply in the
OECD, leading the G8 to look for a reasonable separation between the two.
The G8 and Os sherpas would constitute together a group of 13 or 14 indi-
viduals who could talk equally to one another. It was agreed that in addition
to the issue-specific meetings there would also be an overall steering com-
mittee to provide direction to the process overall.

By this time, everyone was comfortable with the HP and taking it very
seriously indeed. Even the initially resistant Japanese also appeared to be
warming. At first they had accepted the HP as a German initiative that the
Germans would implement on a separate track from the 2008 summit prepa-
rations. Now they indicated they might be willing to take over the HP’s chair
and steering committees after the German-hosted meeting in the spring of
2008. Media reports further suggested they might invite the Os leaders to their
summit in July (“Govt’s G8 Priorities to Include Nuclear Nonproliferation”
2007). But the Japanese reserved the right to invite additional countries as
well. Other G8 partners, notably France and Italy, said such flexibility was
important to them too. It remained unclear, however, how the Japanese
would structure their outreach at the summit itself.
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In a number of areas, the G8 Plus Five formula was gathering momen-
tum. At the end of December 2007, Germany, at its initiative, hosted a meet-
ing for the heads of foreign policy planning for G8 and Os5 countries for the
first time. There was good representation from both the G8 and the Os.
Officials from the EU and Portugal attended as well. The Americans sent
their number two, while the Chinese sent Xu Bu, their deputy director gen-
eral, who was senior in their system and had a reputation as a rising star. This
full-day meeting discussed globalization in the morning and transformational
diplomacy, based on shifting power patterns, in the afternoon. There were
two guests: Uri Dadush, director of the International Trade Department of
the World Bank, speaking on globalization in the morning, and Christoph
Bertram, speaking on strategic transitional issues in the afternoon. It was a
useful meeting, although not entirely informal, as some participants deliv-
ered set speeches.

By early March 2008, the HP had gotten off to a promising start. One
working group meeting, on development was considered a successful intro-
ductory session. A second working group, on energy, met next, followed by
those on investment and then innovation. Co-chaired by the British, the
innovation group had intellectual property as its top agenda item. Britain’s
approach was to have an open dialogue, choosing not to focus exclusively on
enforcement but rather on how intellectual property rights could be a driver
for economic growth. They also sought to emphasize how intellectual prop-
erty rights, if managed properly, could be a means for developing countries
to access what they needed to facilitate their own development.

During the first semester of 2008, all four HP working groups held their
meetings: development on 21 February and 18 May, energy on 18 March,
investment on 25—26 March, and innovation and intellectual property rights
on 3 April. All were attended by high-level delegates, most often director
general-level specialists from the 13 dialogue partner countries and the EU.
There they agreed on their work programs and the dates for their next meet-
ings, as follows: development at the end of October in Mexico, energy on 26
September in Paris, investment on 25 June in Paris, and innovation on 19—20
June in the UK.

To provide balanced leadership, all groups had co-chairs from one G8 and
one G5 country, as follows: France and South Africa for development, Canada
and India for energy, the United States and Mexico for investment; and the
United Kingdom and India for innovation. The sherpa-level Steering Com-
mittee to oversee the dialogue met on 17 October 2007 in Berlin, and was
scheduled to do so again on 3 June in Versailles, France.
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More broadly, however, the overall HP was still institutionally led by
Germany and would be so until the Hokkaido Toyako Summit, after which
Japan was due to take over. The interim report due at the Hokkaido Sum-
mit would indeed be delivered. But it was likely to be considered only as a
pro forma item for the G8 leaders to take note of, rather than discuss and
direct in any meaningful way.

The delivery of the formal, final report at the Italian-hosted in 2009, how-
ever, suggested that the Os leaders would have to be at that summit together
with their G8 colleagues, providing the possibility of a great Plus Five moment.
But whether it would lead to expanded engagement remains in doubt.

The Spectrum of Opinion

As the process of preparing the Hokkaido Summit proceeded, different
countries continued to approach the HP’s format and substance in various
ways. Some developed countries, with clear policy objectives, wanted to use
it to address and push through certain issues. Others viewed it as an oppor-
tunity to institutionalize relationships among the G8 and the Os. And oth-
ers continued on a cautious course. Despite their different approaches, most
recognized that how well the HP worked over the next 18 months and its
impact on the relationship between G8 and Os5 would be important. If it
generated concerted, helpful outputs in one or more of its four issue areas,
it could have a significant influence on the willingness of G8 members to
engage with the Os. If it became a standard confrontational “developed ver-
sus developing” country debate, then the prospects for a sustained and
broader G8-Os institutional relationship would dim.

Its outcome was all the more important given the differences among G8
countries on the broader issue of moving toward any Gi13. Here there was a
spectrum of views. But there was also a defining divide between an enthu-
siastic European four and an opposed Pacific four, with Russia for this pur-
pose privately a member of the reluctant Pacific power club.

Germany was a leading enthusiast of outreach. As the inventor, name-
sake, sponsor, and guardian of the HP, it favoured broader G8-O5 engage-
ment. Former chancellor Helmut Schmidt had publicly endorsed a full G13,
giving the concept broader bipartisan support nationally and internation-
ally. But he along with the German government thought it should first take
the form of an HP-like dialogue, in order to show that such a forum would
add value and work.

France had quickly become the primary public promoter, after Sarkozy
had made a strong public call for a G13 in July 2007. By calling for the G8 to
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become G13, over time and incrementally, he had made the idea respectable
within the G8. He also provided a hook on which O5 members’ own ambi-
tions could be hung. As the Hokkaido Summit approached, he offered
another initiative, suggesting that Egypt be added to a Gi4 on the grounds
that a Muslin and Middle East country was needed in the new club.

Britain was also eager, if less enthusiastically and expansively than the
French. Blair had made his public call while still in office. His successor,
Gordon Brown, had followed, more cautiously, calling for a larger, more
prominent role for the Os at the summit. He had long ago accepted the ana-
lytical case for expansion when, as Tony Blair’s finance minister, he had par-
ticipated in the new finance G20 and chaired the newly created International
Monetary and Finance Committee (IMFC) at the IMF (Kirton 2001a). The
British government was very supportive of the HP and of ensuring that it
was a genuinely open dialogue among equal partners. On the G13 itself, it
had a strong commitment—reiterated by Brown at Guild Hall and during
his visit to India—to the concept of a rules-based international system. It felt
that in a globalizing world, challenges such as climate change, energy secu-
rity, and migration were not susceptible to solutions by individual coun-
tries, but required collective action and collectively agreed responses. While
those responses were best delivered through international institutions and
multilateral organizations, their internal politics made it difficult to achieve
the consensus required. This gave a role for a smaller group of countries
that, on the basis of their economic weight, shared values, willingness to
take on degree of responsibility for global action and for global leadership,
would try to work together to identify solutions and ideas that could be
folded back into multilateral system to help it address those challenges. This
meant starting with a G8 that had proven its worth in this regard.

But the economic weight of its existing members was declining in rel-
ative terms, down to 62 percent of the global total. It would decline even more
as major emerging economies became preponderant in the global econ-
omy. The challenge of climate change required engaging with India, China,
and Brazil, with the largest rainforest in world. Global leadership required
solutions infused with the perspective of developing countries as well as
the developed ones. Meeting the challenges of Africa required the involve-
ment of Africans. In the G8, outreach had been the answer, with a clear pat-
tern set. But outreach was the prerogative of the presidency. A different set
of countries were invited each year, according to the agenda at hand. How-
ever, South Africa (which had sometimes come on its own) and the Os had
emerged as the most frequent attendees. And while the German sherpa had
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had separate meetings with the heads of the Os in advance of the summit
to prepare the discussion with the G8, the HP was agreed to as a process
separate from the summit itself.

Italy’s position had been the basic pro-European one but became uncer-
tain after the decisive outcome of the Italian election in the spring of 2008.
Its new leader, Silvio Berlusconi, was more sympathetic than his predeces-
sor to lobbying from Washington on how the process should be managed.
But how this approach fit with the pan-European position of Sarkozy, Merkel,
and Brown still needed to be played out. As the 2008 Hokkaido Summit
approached, Italy signalled that climate change and very probably African
development would be high on the agenda for 2009. It would thus be likely
that African leaders would attend, as well as the Os. The latter would also be
there to receive the final HP report.

Russia had already publicly suggested a desire to move toward a G13. But
privately it resisted, feeling that Russia’s full inclusion in the full G8 system
was a priority task. There was no change in this attitude when its new pres-
ident, Dimitry Medvedev, was elected in early March and took office in May.

On the other side of the divide, Japan stood as the strongest opponent
of an expanded summit among the Pacific powers. As March began, the
Japanese had still not decided whether the O5 would be invited to
Hokkaido. They persuaded the Americans to acquiesce to having the Amer-
icans’ long-planned Major Economies Meeting (MEM), with 16 members
associated with the summit, eventually in the form of the summit’s last
session on climate change. To dilute the O5/G13 formula they publicly
invited Australia to the summit at the beginning of March, and later added
South Korea and Indonesia.

Japan insisted that it understood the importance of expansion and that
it did not have a fixed idea here. It knew there were a number of issues that
the G8 could not address alone. Therefore, as a matter of principle, it would
have outreach with a number of countries relevant to the subjects at the
summit. But there were many ways to think of the type of outreach they
would have. One was with the U.S., through its expanded dialogue on cli-
mate change with the MEM of the G8, Os, South Korea, Australia, and
Indonesia.

Beyond this, Japan argued, accurately, that the summit was very impor-
tant to them, especially when it hosted it only once every eight years. It very
much liked the G8 as a smaller forum where leaders could establish rela-
tionships and talk frankly about their individual feelings. It saw eight (plus
the EU) as a good number for this. It also emphasized the sense of respon-
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sibility, especially that which came from being a democracy, and asked how
expansion could generate the democratic ideals and responsibility all desired.
The G8 had already changed its character with Russia in, and would change
again with a move to 13. Japan asked if the group would really miss the last
country not added—perhaps a reference to South Africa whose incoming
leader lacked the aura of Nelson Mandela and Thabo Mbeki. Japan was also
reticent about the role of China in a G8 context. It vividly remembered that
China had recently thwarted Japan’s bid to secure a permanent seat on the
UNSC.

Outsiders assessing Japan’s position argued that there was little basis for
a “UNSC-P Plus”-Gi3 trade in which China would let Japan into “its” Per-
manent Five (P5) on the UNSC and Japan would let China into “its” G8.
The national interest—based positions of too many partners were too deeply
held for objective reasons on the issue of UNSC reform. But this impasse did
need not to stop G8 outreach. This could have its own self-sustaining
dynamic, which all involved could have an interest in developing. Another
obstacle was the value Japan placed on its role as the only Asian advocate in
the G8, and its reluctance to share this with China and India. Still others
argued that the Chinese economy and Japanese economy were rather com-
plementary and shared some approaches to a social market economy, and
that G8 inclusion would encourage China to take a more responsible
approach to global governance.

The U.S. opposition was due to doubts about these sorts of summit con-
sultations and the impact of larger numbers on their overall effectiveness.
The Americans instinctively felt that HP/Os5 dialogue was a waste of time.
They asked how so many people in one place could produce so much paper
that no one would read. If a larger number of leaders came to read prepared
statements then the value of the meeting was lost. The G8 dialogue had to
allow participants to test the realm of the possible. That was the G8’s real
value, and the core of its capacity for global leadership to meet global chal-
lenges. From this shared attitude the Americans raised the question shared
by all G8 partners about the impact of institutionalizing HP/Os5 dialogue on
the effectiveness of the G8, and implicitly America’s continued participa-
tion in the group.

In practice, the attitude of the new U.S. president inaugurated in January
2009 will be important. Republican candidate John McCain has already pro-
posed on the campaign trail that Russia be dropped from and China added
to the G8. But Barack Obama has suggested a new “E8” that would join the
G8 to deal with climate change. His rival for the Democratic presidential
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nomination, Hillary Clinton, had a proposal along the same lines. Most G8
partners felt that Obama and even McCain himself would tilt toward mul-
tilateralism once elected president, and would explore the potential of the
G8 here. If the new president found it wanting after the first few encounters,
the future of the entire G8 would be in doubt. The experience at the 2009
and 2010 summits will thus be key. Making the G8 work for and with the U.S.
was in the ultimate interest of all. At the same time, America’s central inter-
est in G8 outreach was with China. This could be achieved in a new Gg with
China alone, in a G1o with an India that would soon be as important as
China, or through a Sino-U.S. dialogue on their own.

Canada was reserved about expansion. As the G8’s smallest country, it was
cautious about diluting its speaking time at the summit, the attention its
interventions would receive as listeners adjusted to the relative capability of
the speaker, and Canada’s chance to host the G8 every eight years. Its instinct
was thus toward continuity, incremental expansion, and meeting the demand
for expansion through other forums. Indeed, some of its G8 partners felt that
Canada was the G8 member most adamantly opposed to expansion, on the
grounds that any change such would call into question Canada’s inclusion
in the G8 or in any smaller new group that might spring up as a result of the
G8 becoming too big.

The Future: Toward 2010

From this analysis, several conclusions emerge. Most immediate is that out-
reach is here to stay. It is difficult to demote those already involved. More
importantly, outreach enhances the effectiveness and legitimacy of the G8.
Both the G8 and Os need it, if in a shifting balance and to different degrees.
Over the next few years there will probably be greater interaction and more
involvement of the Os in summit preparations, as pushed forward by the HP.
The intimacy, effectiveness, and impact of the current G8 will likely be com-
promised should this be necessary for the greater gain of getting China,
India, and others responsibly to provide more global leadership as part of a
more powerful, cohesive and central, if not monopolistic, emerging G13.
But this process, path, and destination is by no means inevitable. It
could easily be derailed by several forces at work. The HP might fail as a dia-
logue of equals that helps solve pressing problems in the world. American
doubts about its North America Free Trade Agreement (NAFTA) in partic-
ular and globalization in general could carry over into broader plurilateral
forums such as the G8 Plus Five, where their next-door neighbours Canada
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and Mexico are also involved. Should Italy not mount a post-HP moment
in 2009, and should Sarkozy not be as eager when he hosts in 2011, the
sequence of summits hosted by the currently skeptical Pacific powers of
Japan in 2008, Canada in 2010, and the U.S. in 2012 could break the momen-
tum the Os has acquired during its three-year pan-European run from 2005
to 2007. More broadly, as with the early estimate of an inevitably soaring
Soviet Union in the mid 1970s when the G7 was born, the O5 may have its
many great vulnerabilities erupt and exposed to replace its growing capa-
bilities that get all the attention now. The same logic and path that brought
a post-1989 Soviet Union—turned—Russian Federation into the G8 could
then come to prevail.

The G13 formula has currently emerged as the most likely long-term
winner, in the great competition among new numerical combinations claim-
ing to be the formula for creating an effective and legitimate centre of global
governance for the 21st century. It has been winning out over other groups
with fewer, greater, and different numbers, at the level of leaders, minis-
ters, and officials and across a wide range of policy domains (Bradford Jr.
and Linn 2004; Carin and Smith 2005; Cooper et al. 2006; Cooper and Eng-
lish 2005; Fues 2007; Gurria 2005; Lesage 2007; Maddox et al. 2007; Martin
2006; Wilson and Purushothaman 2003). But it is doing so by only a very
narrow margin and much uncertainty prevails. Indeed, the L20, which will
arguably come to life in the form of the issue-specific MEM-16 summit at
the 2008 G8 Hokkaido Summit could easily surpass the G13 formula. This
is so especially if Barack Obama becomes president of the United States, if
Nicolas Sarkozy continues to add candidates to the G13, and if Canada in
2010 adds its fellow Asia-Pacific powers of South Korea, Australia, and
Indonesia again, perhaps with a few more G2o colleagues as well. Other
countries and international organizations may be added to the G13, and
sometimes Mexico and South Africa may be left off the G7 finance minis-
ters list. But the G13 core will usually be there, even if China and India refuse
invitations to attend a few Gy/8 finance ministerials. Its coalescence means
the G8 may even transcend its older pattern of adding new members one
at a time, with India having been seen by some as the next logical choice (Kir-
ton 2005a; Thakur 2007).

The major outstanding short-term question concerns the subjects on
which the current HP and emerging G13 will and can prove there worth.
On the existing HP agenda, it is easy to identify what the G8 wants of the Os,
notably higher standards on intellectual property and investment protection,
more money and standards for development, and more action to control
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climate change. It is harder to identify what the Os5 want from the G8 beyond
the standard demands of the North—South dialogue of old (Yu Yongding
2005; “China Positive on Sarkozy’s G8 Proposal—Foreign Ministry” 2007;
Feng 2007). Moreover, there are a large number of issues, such as finance,
macroeconomic management, trade, infectious disease, and climate change
on which the G8 and Os share predominant global capability and a common
fate, but which are not on the shared HP agenda in their own right (see
Appendix B).

Here the issue of trade stands out. China ranks fourth as a global exporter,
and the Os collectively provide 10 percent of world exports now (see Appen-
dix C). The G8’s global share of trade capability, as measured by exports, is
only 46 percent, but with its Os partners added jumps to a global majority
of 56 percent. The G8’s once robust global trade governance has now slipped
for several years. The G8 summit, its trade ministers quadrilateral, the new
G2o trade forum, the G20 finance, and the WTO all acting separately have
failed to bring the long overdue Doha Development Agenda to a successful
end. The interdependence among the G8 and O5 members on trade has
been rising fast (see Appendix D). The G13 possesses the overwhelming and
internally balanced trade power in the world. As the HP is already moving
ahead on investment, the most directly trade-related issue, the time could
well be right for trade-dependent, international institution-building Canada
to put trade on the agenda of an enhanced HP or even G13 encounter when
it hosts the G8 in 2010.

A second compelling candidate for inclusion is finance. Here the G8
alone, as measured by IMF quota shares, has only 48 percent of the world’s
specialized capability, whereas with the Os added it leaps to 57 percent. The
ministerial-level G2o finance and Gy finance with China have proven their
worth. And the G8’s current finance and economic agenda, with macroeco-
nomic management, energy, biofuels, and food-fuelled inflation, financial
supervision of hedge funds, subprime mortgage, credit, and sovereign wealth
funds added, has now acquired the breadth and interlinkages that only lead-
ers can address (Subacchi 2007; Meredith 2007). The IMF’s recent voice-
and-vote reforms, and the finance G20’s contribution at the ministerial level,
make the relative-capability case for adding China and other Os partners
stronger still.

A third and even more compelling candidate is climate change, includ-
ing both of its dual dimensions of greenhouse gas sources and sinks. As long
ago as 2003 the G8 produced only 46 percent of the world’s carbon emissions,
while the addition of the Os raised the total to a commanding majority of
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74 percent. To be sure, the Gleneagles Dialogue has added value, should be
continued, and likely will be in the form of a “Toyako Dialogue” dedicated
to devising a low carbon society. But the urgency of the climate problem
and its tight linkages with investment, innovation, development, and energy
efficiency warrant its integrated place as a whole, with both sources and
sinks, in the HP itself and at the leaders’ level in a G13.

More broadly, it is striking that, at present, the G8 alone still contains
global collective predominance, defined as a majority of the relevant spe-
cialized capabilities, necessary to solve the four global problems chosen for
the HP agenda during its first two years. This supports for the moment the
case for a two-tier G8-Os annual summit for agenda items such as these.
Moreover, there is a long list of issues, largely in the political-security sphere,
that G8 leaders currently need to discuss all alone. Winning the war in
Afghanistan leads this list. However, in the fields of trade, finance, climate,
and health the G8 alone currently commands only a minority of the rele-
vant global capabilities (or vulnerabilities in the case of climate and health).
The addition of the Os here would restore the new G13 to global predom-
inance again and endow it with international equality due to Brazil and
Indonesia’s status as superpower sinks for climate control. This suggests a
strong need to add these issues to the HP as soon as possible, and to make
the Os full partners at the G8-G13 summit where issues of trade, finance,
health, and climate are discussed. An analysis of the web of overlapping
memberships in international institutions suggests that at the critical lead-
ers’ level; it is only in a new G13 that this desired more equal association and
effective action can emerge (see Appendix E). If the 2008 Hokkaido Sum-
mit proves to be a success, then its formula of the G8 alone, adding the Os
and others more occasionally for the most appropriate subjects, could set
the pattern for the years ahead.
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Appendix A: International Organizations at Recent G8 Summits

1989 Paris (4)
Non-Aligned Movement: Senegal (Abdou Diouf), Egypt (Mohamed Hosni
Mubarak), Venezuela (Carlos Andres Perez), and India (Rajiv Gandhi)

1993 Tokyo (1)
Non-Aligned Movement: Indonesia (Suharto)

1996 Lyon (4)

International Monetary Fund (Michel Camdessus)
United Nations (Boutros Boutros-Ghali)

World Bank (James Wolfensohn)

World Trade Organization (Renato Ruggiero)

2001 Genoa (4)

United Nations (Kofi Annan)

World Bank (James Wolfensohn)

World Health Organization (Gro Harlem Brundtland)
World Trade Organization (Renato Ruggiero)

2002 Kananaskis (1)
United Nations (Kofi Annan)

2003 Evian (4)

International Monetary Fund (Horst Kéhler)
United Nations (Kofi Annan)

World Bank (James Wolfensohn)

World Trade Organization (Supachai Panitchpakdi)

2005 Gleneagles (6)

African Union (Alpha Oumar Konaré, Mali)

International Energy Agency (Claude Mandil)
International Monetary Fund (Rodrigo de Rato y Figaredo)
United Nations (Kofi Annan)

World Bank (Paul Wolfowitz)

World Trade Organization (Supachai Panitchpakdi)

2006 St. Petersburg (7)

African Union (Alpha Oumar Konaré, Mali)

Commonwealth of Independent States (Nursultan Nazarbayev, Kazakhstan)

International Atomic Energy Agency (Mohammed El Baradei)

International Energy Agency (Claude Mandil)

United Nations (Kofi Annan)

United Nations Educational, Scientific, and Cultural Organization (Koichiro Mat-
suura)

World Health Organization: (Anders Nordstrom)
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2007 Heiligendamm (6)

African Union (Alpha Oumar Konaré, Mali)

International Energy Agency (Claude Mandil)

International Monetary Fund (Rodrigo de Rato y Figaredo)

Organisation for Economic Co-operation and Development (Angel Gurria)
United Nations (Ban Ki-Moon)

World Bank (Paul Wolfowitz)



Appendix B: G20 Specialized Capability

o

FDI FDI Innovation
(inflow, (outflow, Property Develop- Energy Climate

GDP? $ million) $ million) Protection® ment¢ Efficiencyd Tradee Financef Changes  Healthh
United States 14,305.702 99,443.00 - 84,958 27,622 2,325.90 11.89 17.09 4,816.20 1,200,000
Japan 4,552.204 - 45,781.00 109,823 13,147 533.20 5.56 6.13 1,231.30 17,000
China 3,713.301 72,406.00 11,306.00 5,913 i 1,609.30 5.95 3.72 4,143.50 650,000
Germany 3,414.629 32,663.00 45,634.00 12,804 10,082 3480.00 8.83 5.99 805.00 49,000
Britain 2,933.245 164,530.00 101,099.00 3,430 10,767 233.70 6.33 4.94 569.10 68,000
France 2,656.527 63,576.00 115,668.00 9,023 10,026 275.20 4.69 4.94 373.90 130,000
Ttaly 2,174.816 19,971.00 39,671.00 2,298 5,091 184.50 3.56 3.25 445.50 150,000
Canada 1,527.764 33,822.00 34,083.00 1,057 3,756 269.00 3.18 2.93 565.50 60,000
Spain 1,524.903 22,987.00 38,772.00 1,432 3,018 142.20 2.22 1.40 211.80 140,000
Russia 1,480.180 14,600.00 13,126.00 18,264 — 641.50 1.94 2.74 1,493.00 940,000
Brazil 1,450.011 15,066.00 - 676 - 204.80 0.93 1.40 298.30 620,000
India 1,249.439 - - 695 — 572.90 1.10 1.91 1,273.20 5,700,000
South Korea  1,006.129 - — 31,915 752 213.00 2.34 1.35 455.90 -
Australia 942.331 - - — 1,680 115.80 1.05 1.49 354.10 16,000
Mexico 939.289 18,055.00 — — — 165.50 1.60 1.45 415.90 180,000
Netherlands 804.636 43,630.00 119,454.00 1,887 5115 82.10 3.57 2.38 140.90 18,000
Turkey 513.298 - - - 601 81.90 0.72 0.55 146.20 2000
Belgium 467.721 23,691.00 22,925.00 — 1,963 57.70 2.56 2.12 102.80 14,000
Indonesia 444.641 - - - — 174.00 0.69 0.96 295.00 170,000
Saudi Arabia 407.033 - - - 1,734 140.40 - 3.21 302.30 -
Taiwan 398.408 - - 29,773 483 - 1.64 — - -
South Africa 299.600 - — - — 131.10 0.48 0.86 285.40 5,500,000
Argentina 279.528 - - - - 63.70 - 0.97 127.50 130,000
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FDI FDI Innovation
(inflow, (outflow, Property Develop- Energy Climate
GDP2 $ million) $million) Protection® mentc Efficiencyd Tradee Financef Changes  Healthh

Hong Kong 216.267  35,897.00 32,560.00 - - - 1.00 - - -
Singapore 166.170  20,083.00 - - - - 1.35 0.40 - 5500
G8 total 33,045.07  428,605.00  395,062.00 241,657 80,491 7,943.00 45.98 48.01 10,299.50 2,614,000
G8 % world 57.70 61.11 53.56 57.10 72.75 63.75 4598 48.01 45.63 6.62
05 total 7651.64 105,527.00 11,306.00 7,284 i 2,683.60  10.06 9.34 6,416.30 12,650,000
05 % world 13.36 12.47 15.39 2.28 i 21.54 10.06 9.34 28.42 32.03
G13 % world 71.06 73.58 68.95 59.38 72.75 85.29  56.04 57.35 74.05 38.69

Notes: GDP = gross domestic product; FDI = foreign direct investment. Countries in italics are not members of the G2o.

. GDP in current prices, percentage of world according to the International Monetary Fund.

. Average number of patents granted from 2002 to 2004.
. Aid donors in US$ million.

. Energy consumption in 2004, measured by million tonnes oil equivalent.

. Percentage of total world exports in 2007.

. Million tonnes of carbon dioxide emissions in 2003.
. Estimated number of people with HIV/AIDS in 2005.
China provides aid but does not disclose the amount.

a
b
c
d
e
f. Percentage of total International Monetary Fund quota shares.
g
h
i
j-

Includes only numbers represented in table and thus do not reflect the entire group (i.e., G8, Outreach Five, or G13).

Sources: Economist (2008); International Monetary Fund (2008)
World Health Organization (2008).

$010T £15) 0} £00T §5) WOL]

SL

pxb - uolxT dH €0

T0/0T/800¢C

obed WY 7G:8



03_HP_kirton.gxd 2008/10/01 8:52 AM Page%’

76 John Kirton

Appendix C: Global Trade Power

Merchandise Merchandise Merchandise

GATT Exports, Exports, Exports,

Contributions 1997, (US$ 2004, (US$ 2005, (US$  Exports, Exports,

19942 billion)b billion)b billion)b 2005b 2007
Euro area — - - 17.15 17.48 16.36
United States 14.60 12.60 9.00 8.65 12.72 11.89
Germany 12.40 9.40 10.00 9.28 9.55 8.83
Britain 6.30 5.10 3.80 3.67 6.42 6.33
China - 3.30 6.50 7.28 4.85 5.95
Japan 8.50 7.70 6.20 5.68 6.02 5.56
France 7.20 5.30 4.90 4.43 5.32 4.69
Netherlands 4.10 3.50 3.90 3.88 3.54 3.57
Ttaly 5.50 4.40 3.80 3.56 4.04 3.56
Canada 3.90 3.90 3.50 3.43 3.67 3.18
Belgium 3.40 3.10 3.40 3.19 2.77 2.56
South Korea  2.30 2.50 2.80 2.72 2.30 2.34
Spain 2.40 1.90 2.00 1.84 2.53 2.22
Russia - 1.60 2.00 2.33 1.58 1.94
Taiwan - 2.20 - - 1.74 1.64
Mexico — 2.00 2.10 2.04 1.75 1.60
Singapore - 2.30 2.00 2.19 1.19 1.35
India - - - 0.95 0.80 1.10
Australia - - - 1.01 0.98 1.05
Hong Kong 3.10 3.40 2.90 2.79 1.06 1.00
Brazil — - - 1.13 0.84 0.93
Turkey — - - 0.7 0.70 0.72
Indonesia - - - 0.82 0.67 0.69
South Africa - - - 0.49 0.46 0.48
Saudi Arabia — - - 1.73 0.99 -
Argentina - - - 0.39 - -

Notes: GATT = General Agreement on Tariffs and Trade.

a. By percentage, excluding any below 2 percent.

b. Percentage of world total.

Sources: John Kirton (2007b), Economist (2006; 2008); World Trade Organization (2008).
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Appendix D: The G8 and China’s Top Five Trade Partners

Exporter
United European

Destination China Canada France Germany  Italy Japan Russia Britain States Union
China 1.60 1.70 2.70 - 13.50 4.60 - 4.60 4.8
Canada - - - - - - - 23.4 -
France - - - - - - - - -
Germany - - - - - - - - -
Italy - - - - - - - - -
Japan 11.00 2.10 1.50 - - - 1.80 6.1 4.1
Russia - - - 2.20 2.00 - - 5.3
Britain - - - - - - - - -
United States 21.40 83.90 7.20 8.80 8.00 22.90 - 14.70 23.5
European Union 18.90 5.70 65.00 63.40 58.80 14.70 44.90 46.60 20.60
Total 51.30 93.30 75.40 77.10 68.80 51.10 49.50 63.10 54.70 37.70

Notes: Percentage of total exports for top five trading partner within the G8 and China.
Source: World Trade Organization (2008).

$010T £15) 0} £00T §5) WOL]

LL

pxb U0 dH €0

T0/0T/800¢C

/obed WY 7G:8



o

Appendix E: International Institutional Membership

United South
States Japan Germany Britain France Italy Canada Russia China India Brazil Mexico Africa
Summit Level
G8-0O5 Y Y Y Y Y Y Y Y Y Y Y Y
OSCE Y Y Y Y Y Y Y
APEC Y Y Y Y Y Y
Commonwealth Y Y Y Y
Francophonie Y Y
European Council Y Y Y Y
SPP Y Y Y
SCO Y Y
Non-Summit Level
UNSC P5 Y Y Y Y Y Y*
IMF Board Y Y Y Y Y Y Y Y Y
IMEFC Y Y Y Y Y Y Y Y Y Y Y Y
OECD Y Y Y Y Y Y Y Y
G20 Y Y Y Y Y Y Y Y Y Y Y Y
FSF Y Y Y Y Y Y Y
G24 Y* Y Y Y
G77 Y* Y Y
ASEAN (+3) Y
SOA Y Y Y
ASEM Y Y Y Y Y Y Y Y
TOTAL 11 9 9 11 11 8 12 9 9 8 7 5
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Notes: APEC = Asia Pacific Economic Cooperation; ASEAN = Association of South East Asian Nations;

ASEM = Asia Europe Meeting; FSF = Financial Stability Forum; IMF = International Monetary Fund; IMFC = International Monetary and Financial Commit-
tee; O5 = Outreach Five; OECD = Organisation for Economic Co-operation and Development; OSCE = Organization for Security and Co-operation in Europe;
SCO = Shanghai Cooperation Organisation; SOA = Summit of the Americas; SPP = Security and Prosperity Partnership; UNSC P5 = Permanent Five mem-
bers of the United Nations Security Council.

*Indicates observer state. Y indicates membership.
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China’s Evolving G8 Engagement
Complex Interests and Multiple Identity
in Global Governance Reform

Gregory T. Chin’

There is increasing recognition that key global issues can no longer be ade-
quately managed and reshaped by the G8 without the major emerging pow-
ers being fully integrated into the process.2 While the G8’s legitimacy
problems are a long-standing issue, the elite grouping has come face to face
with the more urgent problem of effectiveness (Payne 2008, 527). Andrew E.
Cooper (2007, 4) suggests that this “dual crisis” of the G8 has led to a gov-
ernance gap in the international system. Thomas Fues (2007, 11, 13) highlights
the “impending dysfunctionality” of the G8, and notes that leading devel-
oping countries are challenging the claim of the western industrialized coun-
tries to sole leadership in the world economy. The G8 appears unable to set
priorities for the international community, which, in turn, further reduces
its capacity to set the agenda and broker solutions to pressing global prob-
lems. This governance deficit is evident across the entire range of issues on
which the G8 has tried to forge consensus and policy coordination, from its
traditional focus areas of global financial and macroeconomic management
and energy cooperation to more recent policy concerns such as global cli-
mate change and development assistance to Africa. The response of the G8
and its key ancillary bodies (for example, the G7 forum of finance ministers)
has begun to selectively open their meetings for discussions with partici-
pants from the most influential developing countries.

The most serious test for the G8 and its reform agenda hinges on the
status of China (see Chapter 1 in this volume). It is already de facto a great
power and is still on the rise, both economically and diplomatically, although
it is not a member of this elite grouping. The conventional response, for
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those who support both engaging with China and preserving the existing
architecture of power, is that China needs to be brought into the core inter-
national power structure (Ikenberry 2008). For others, China is the actual
problem rather than the solution, due to its normative differences and sup-
posed unmanageability. Ultimately, the essential question is whether China
can be brought in at all. The intention of the G8 is to move toward some type
of new partnership with the major emerging economies. Whether this effort
will succeed depends in large measure on the response of the Outreach Five
(Os) countries—the five countries of Brazil, China, India, Mexico, and South
Africa, which have been invited to the G8 summits since 2005. Does China
even want to be part of an expanded “G” club? Or would it rather pursue
options outside the G8, including championing the solidarity of the devel-
oping world or emerging regional associations? Will the combination of
China’s growing global economic weight and diplomatic capacities soon
lead its leaders to decide that it need not bother with the G8 at all?

This chapter examines China’s evolving engagement with the G8, includ-
ing its involvement in the G8/Os5 Heiligendamm Process (HP). It argues that
China has maintained a cautious yet confident demeanour toward the G8,
but that it has gradually become less cautious since 2003, and is evolving
toward increasingly deeper engagement. The specifics of China’s engage-
ment with the G8 provide insight into the complexity of the country’s emerg-
ing international interests, self-identification, and efforts to project a national
image in terms of foreign policy. The chapter’s main finding is that Beijing’s
positioning on international governance reform at the apex of the global
system—specifically its engagement with the G8, and by extension the HP—
continues to be shaped, in some significant ways, by its self-alignment with
the developing world, even as its main priority is to secure its more individ-
ualized national interests as a de facto great power. In the latest stage of
China’s evolving relations with the GS8, its strategic interests and ideologi-
cal needs are served by putting concerted attention and resources into reaf-
firming its self-proclaimed status as a developing country and representative
of the interests of the global South, despite having become the “world’s fac-
tory” and now possessing dimensions of global power—both economic and
political—that even many G8 members cannot claim. This desire to self-
identify as a leading member of the global South has also encouraged Bei-
jing to support a nascent process of collective identity formation among the
leading developing countries, with one expression found in the G8-Os
dynamic.

e



04_HP_chin.gxd 2008/10/01 8:52 AM Page 8%

China’s Evolving G8 Engagement 85

China, the Shifting World Order, and Global Governance:
Cautious Confidence

Beijing’s reaction to the initial overtures from the Gy was stand-offish to
say the least. China was first invited to attend the Gy in the 1999 by German
chancellor Gerhard Schroeder, and was invited again at the 2000 G8 sum-
mit in Okinawa to have a dialogue with G8 members. It did not accept either
invitation. On the eve of the 2002 summit in Kananaskis, Canada, the G8
again sent the message to Beijing, through various channels, that China
should take part in meetings at the annual event. It was only in 2003, in
Evian, France, that China’s top leader, president and party general secretary
Hu Jintao, participated in side meetings at the G8 summit.

China’s approach to the G8, and to the reordering of the global eco-
nomic architecture more broadly, is one that balances caution and confi-
dence. The caution is a response to what Chinese leaders see as the basic
ontology of world order that China is facing. Beijing’s view is that it is deal-
ing with a shifting structure of international power, but in which the United
States continues to be the lone superpower. The current leadership sees
China facing a world of “tremendous change and adjustment,” in which
“progress toward a multipolar world is irreversible, economic globalization
is developing in depth,” and both trends bring opportunities and conditions
favourable to world peace and development (Hu Jintao 2007a). Nor has the
current leadership reversed the verdict of the previous party leadership that
“the old international political and economic order, which is unfair and
irrational, has yet to be changed fundamentally” (Jiang Zemin 2002). It con-
tinues to hold that “hegemonism and power politics still exist.” It adds that
“imbalances in the world economy are worsening, the North—South gap is
widening, and traditional and nontraditional threats to security are inter-
twined” (Hu Jintao 2007a).

All sides of the domestic Chinese debate also accept that the U.S. is still
the world’s sole superpower, and will continue to be for the foreseeable
future. For example, Wang Jisi (2005), director of the Institute for Interna-
tional Strategy at the Central Party School and dean of the School of Inter-
national Studies at Peking University, writes:

Here is a Chinese view: in the long term, the decline of U.S. primacy and the
subsequent transition to a multipolar world are inevitable; but in the short
term, Washington’s power is unlikely to decline, and its position in world
affairs is unlikely to change ... For a long time to come, the United States is
likely to remain dominant, with sufficient hard power to back up aggressive
diplomatic and military policies.
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As a consequence of this basic Realpolitik, “in handling international
affairs, [China] should observe and cope with all situations cool-headedly,
adhere to the principle of mutual respect and seek common ground while
shelving differences” (Jiang Zemin 2002). Such thinking also informs China’s
so-called “peace rise” doctrine (Zheng Bijian 2005).3 This means that as
China emerges as a great power, its continued development depends on
world peace, a peace that it should seek to help reinforce. Zheng asserted
that “China must not choose the road of aggression and expansion, which
will ultimately fail.” These thoughts were echoed by Premier Wen Jiabao
during his 2004 visit to the U.S., when he stressed that China would develop
peacefully, and in turn help to maintain a peaceful international environment.
Beijing is aware that

a pattern of cooperation and coordination among the world’s major pow-
ers, institutionalized through the G8 ..., has taken shape, and no great change
in this pattern is likely in the next five to ten years ... It would be foolhardy,
however, for Beijing to challenge directly the international order and the
institutions favoured by the Western world—and, indeed, such a challenge
is unlikely (Wang Jisi 2005).

A Chinese read on the depth of the G8’s “crisis” is reflected in the follow-
ing from Wang Zaibang, vice-president of the China Institute for Contem-
porary International Relations (CICIR) and a respected strategist of China’s
international affairs:

In recent years, the G8 summits have become a target of ridicule. Dialogue
between the Group of 20 (G20) and the G8 can merely remedy defects in the
coordination mechanism between world powers. It cannot solve the vital
problems influencing the future and destiny of the G8 (Wang Zaibang 2006).

Wang (2006) adds:

This demonstrates the profound inconsistencies between the new balance
of power and the existing power structure and how difficult it is to redistrib-
ute power through peaceful means. These problems have gone beyond the
Yalta System and the international relations established in the Cold War and
set new demands. The handling of these problems will influence the world’s
stability, security and future.

China’s leaders, however, are aware of China’s growing systemic impor-
tance, and have drawn confidence from its increasing economic weight. They
have likely also drawn confidence from their success in effectively managing
and leveraging economic globalization for their country’s developmental
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benefit (see Mittelman 2006; Chin forthcoming). This cautious confidence
is reflected in a 2006 news article from China’s national People’s Daily, enti-
tled, “China’s Relations with the G8 Raise Body’s Status”:

The G8 has been attracting criticism in recent years. On the one hand, the
group is trying to have a bigger say in international affairs, with its agenda
extending from exclusively economic matters to international politics
and security. On the other hand, however, the G8, bringing together just
eight countries, is not representative enough. As a result, its prestige has
dropped.

G8,in a bid to free itself from this plight, has started to strengthen its ties with
the rest of the world. Promoting dialogue with the developing world marks
one of the most salient features in the G8’s switch to a new orientation ...

In the course of accelerating economic globalization, a number of major
developing nations have emerged as influential economies. Having dialogue
with them has hence become an imperative for G8 in order to effectively
address the issues of the world economy and development.

China’s cautious attitude toward the G8 becomes even more apparent
when contrasted to the lofty praise that Beijing gives to the United Nations,
which it describes as having been “founded as a result of mankind’s persist-
ent efforts to seek peace and development” and which “embodies the lofty
spirit of the world’s people to ‘save succeeding generations from the scourge
of war’” and “carries the beautiful ideal of the international community to
jointly promote economic and social development” (Hu Jintao 2005b). The
importance the Chinese leadership attaches to the UN is explicitly noted in
Hu Jintao’s (2007a) Report to the Seventh Party Congress: “all countries should
uphold the purposes and principles of the United Nations Charter, observe
international law and universally recognized norms of international rela-
tions, and promote democracy, harmony, collaboration and win-win solu-
tions in international relations.” In his speech to the UN Summit in 2005, Hu
(2005b) described the UN as playing “an irreplaceable role in international
cooperation to ensure global security” and stressed that “such a role can
only be strengthened and must not in any way be weakened.” He pledged
China’s support to the “active and prudent reform of the UN,” and empha-
sized the importance of “maintaining the authority of the UN, improving
its efficacy and give better scope to its role so that it will be empowered to
take on new threats and challenges.” For Beijing, the UN is clearly a key
intermediary variable in how it views and responds to the advances of the
G8 and the latter’s reform agenda.
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Another important intermediating variable that conditions Beijing’s
approach to the G8, and a factor that predisposes the Chinese leadership to
taking a cautious approach to G8 summitry, is the party’s principle of col-
lective leadership. One of the most important shifts in China’s political sys-
tem in the post-Mao period has been the reversal from “one-man leadership”
back to collective leadership, allegedly as a corrective measure to the “mis-
takes” of the Mao era. Deng Xiaoping (1980) emphasized:

Major issues must certainly be discussed and decided upon by the collec-
tive... In the process of taking decisions, it is essential to observe strictly
the principle of majority rule and the principle of one-man-one-vote, a
Party secretary being entitled to only to his single vote. That is, the first sec-
retary must not take decisions by himself.

The procedural norm of collective decision making at the top of China’s
Communist Party leadership runs counter to what the G8 proponents see
as the main strength of the informal diplomacy at the G8 summits: its effec-
tiveness relative to the more broadly representational but procedurally cum-
bersome decision-making procedures of the UN. The need for Chinese
leaders to consult with other senior party leaders on policy decisions of G8
magnitude further constrains China’s engagement at G8 summits. There
are political institutional and political-cultural gaps between the Chinese
representatives and the existing club members in terms of the capacity or will-
ingness to practise robust, on-the-spot, informal elite diplomacy.

Chinese analysts do acknowledge, however, that China’s growing inter-
action with the international system already means that Beijing is bringing
its force to bear on the existing structures of international governance, and
Chinese officials now recognize more fully that integration also brings unso-
licited international attention and growing scrutiny.* Pang Zhongying
(2006b) stresses that China must give serious consideration to what role it
should play in the world. Along a similar vein, Wang Zaibang (2004) strikes
a more conciliatory note in ending his presentation to an European audience:
“A successfully revived China will play a more important role in the reform
of international institutions such as UN, IMF [International Monetary Fund]
and World Bank, and have much more interest in keeping closer contact
with G8 and NATO [North Atlantic Treaty Organization].” A more general
commitment to international cooperation, downplaying differences, and
responsible international stewardship appears to be emerging from Beijing.
What is unclear, however, is how Beijing is sizing up the future prospects of
the G8 versus the UN, at the apex of world governance.
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China’s Evolving View of the G8

Alongside the official behaviour and statements, the topics that elite foreign
policy scholars in China discuss in less formal but public forums reveals
another dimension of the Chinese positioning and debate on the issues con-
sidered in this chapter.> In these exchanges, which occur in academic and pol-
icy meetings on foreign policy making as well as in the pages of China’s
most influential international studies journals and academic presses, Chi-
nese policy analysts have explored the issue of engagement with the G8,
especially the pros and cons and the cost versus the benefit of joining.6 While
the exact link between the domestic Chinese academic debates and actual pol-
icy making is not always self-evident, it is tenable to suggest correlation, in
which the former both reflects and informs the official positioning through
a variety of channels and linkages. Within the academic discussion, there is
a more comprehensive presentation of the range of strategic considerations
that informs Beijing’s evolving approach to the G8.

Before any examination of the evolution in Chinese views on the G8,
it is useful to note that Beijing’s positioning has been highly influenced, if
not framed, by its understanding of the initial purpose of the G8. Accord-
ing to Yu Yongding (2005a, 194), director general of the Institute for World
Economy and Politics at the Chinese Academy of Social Sciences (CASS),
Chinese authorities see the G8 as a “forum—in a non-institutional sense—
for leaders of like-minded countries or countries of common purpose and
perceptions of the world order to get together to share their thoughts on
problems concerning them, with an aim to achieve policy convergence and
coordination on a voluntary basis.”” It is a strong possibility that China’s
view of the G8 has also been conditioned by the G7’s decision in 1989 to con-
demn and sanction China for the Tiananmen tragedy, after basically ignor-
ing China for its first ten years. The basic understanding is that G7/8 is
mainly a forum for managing the capitalist world economy, but that, in
some instances, its reach exceeds economic issues and extends to political
concerns.

China’s attitude toward the Gy7/8 has gradually evolved. For the first ten
years of the club’s existence, the Chinese government largely watched the
Gy—without Russia yet as a member—from a distance, without being overly
concerned about its activities. According to Yu Yongding (2005b, 9), it was
seen as a “forum of the rich countries and not a global regime with legiti-
macy of enforcement that is recognized by the sovereign governments of
the rest of the world.” Beijing did not think it could influence the Gy, and
did not think the Gy could do anything to China either. Yu does add that
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“China was not amused by the G7’s lectures on China’s domestic issues.
However, China’s reactions were largely conciliatory” (9). Moreover he
emphasizes that, “China does not covet membership of the Gy. As a devel-
oping country that is still in the process of transformation, China will and
must continue to concentrate on its Herculean domestic problems” (9).
While Hu Jintao’s first handshake with the G8 at the 2003 Evian Summit is
officially portrayed as a major breakthrough in Sino-G8 diplomacy, the basic
sentiment that Beijing felt toward the Gy is reflected in the statement below:

the Chinese government fully understands the importance of G7. China
wants to develop its dialogue with the Gy. China’s leaders would like to uti-
lize opportunities to meet with the heads of state of the G7 and establish
friendly personal relationships with them. However, China sees no necessity
to join in the Gy at this moment even if it were to be invited. China does not
want to intrude into an exclusive club consisting of so-called like-minded
people. ... China does not want to bear responsibility which it does not
own (Yu Yongding 2005b, 10).

What is implied here is that the G8 needs China, whereas China does not need
the G8.

Meet but Do Not Join

Very little was written on China and the G7/8 in the Chinese literature prior
to Hu Jintao’s handshake in Evian. One of the first pieces written was Yu
Yongding’s (2004) article “Rising China and the G7/G20,” in which he
describes how the G7/8 shifted from having little interest in China at the
outset, and largely ignoring China for its first ten years, to then being intensely
interested in China’s role in world affairs. Subsequent writers, including Cao
Lingjun (2003) of the Central Party School, followed this general line, empha-
sizing that the G7/8 membership reflected the structure of international
power of the 1970s and the legacies of the Cold War: the G7/8 does not
include developing countries and is thus unable to set priorities for the
global community; it has limited capacity to broker solutions to pressing
global problems; and it has only become interested in China because of its
“staggering” global economic weight relative to that of its own members.
Cao (2003) argues that the end of the Cold War allowed the G8 to change
its approach to China, and that there were four main reasons why the G8
became so interested in attracting China into the group. The chief reason is
a desire to protect the G8 itself as an international institution and strengthen
its capacity to meet global challenges; the other reasons are to enhance the
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legitimacy of the G8’s efforts in “global administration,” to protect the exist-
ing global distribution of wealth and structure of vested interests and to
recognize China’s new and growing international influence. In a short com-
mentary, Zhang Jianjing (2006) similarly argues that the G8 wants China
to be a part of the group so that it can “better legitimize itself, and so that
it can be more effective in its policy coordination efforts on matters of relat-
ing to the stabilization of the international economy.”

The consensus in the Chinese academic literature just prior to and imme-
diately after Hu Jintao’s discussions at the 2003 Evian Summit was that China
should get closer to the G8 but definitely not join. The main reason was that
if it joined, China would remove itself from the developing world and cease
being a “socialist nation.” The primary rationale was ideological. The idea
of joining the G8 was seen as running counter to former leader Deng Xiaop-
ing’s view that China, as a socialist developing country, should never seek a
leadership position in world affairs, especially not a hegemonic one; and
even if it were to become wealthy, China should still self-identify with the
developing world for political ideological reasons.

Cao (2006a) lists six reasons why it is not in China’s short-term interest
to join the G8. First, the G8 is not a democratic organization, and the G8 being
a club of wealthy western countries conflicts with China’s emphasis on
“democracy” in the international system. Second, China must consider the
costs to its independence that may result from joining the western system
of international relations. Third, the G8 could render the United Nations
hollow of its meaning and purpose (he cites such a trend since Septem-
ber 11), and a marginalized UN would have a major impact on China’s global
influence. Fourth, the renminbi is not yet fully convertible and G8 mem-
bership would likely come with the insistence that China accept greater cur-
rency coordination. This could “hit China hard, and too soon.” Fifth, joining
the G8 would affect China’s status as a developing country, which is still a
central policy position. Sixth, because the G8 “still looks at China through
a Cold War lens,” China should wait and let time erode such sentiments
until there is a point when the G8 members accept that it is indeed a “dem-
ocratic nation.” For these reasons, Cao believes that would be “unrealistic”
to see China joining the G8 in the short term.

Yu Yongding (2005b, 10) sums up the consensus in this initial period of
hesitant engagement by suggesting that “China might finally join in the G7/8
and play a role that is proportional to its economic strength. However, that
time has not yet come.” The preference was for China to participate in “some
mechanism that could help China to become familiar with the workings of
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the G7/8 and provide China’s Ministers and Deputy Ministers with oppor-
tunities to acquaint themselves with their counterparts,” and even more
importantly, to learn more about the rules of the G8 game. The solution, for
Yu, was the G20 finance ministers and central bank governors meetings,
which he saw as a “timely gift for a Chinese government, which wishes to have
closer cooperation with the G7/8 but does not want to be part of it for the
time being” (12). Unlike its cautious attitude toward the G8, the Chinese
government’s attitude toward the G20 has been much more receptive, and
Beijing even agreed to host the finance forum in 200s.

Consider Closer Engagement, Seek Leverage

A noticeable shift in the debate on China’s positioning vis-a-vis the G8
appears to have taken place from 2005 onward, in which the exchange was
no longer about whether to join the G8, but over the range of benefits from
joining and why it is in China’s national interests to participate more fully.
The importance of this shift in the policy debate was drilled home by Gao
Zugui (2006), deputy director of the CICIR’s Institute of Security and Strate-
gic Studies, who emphasized that while the G8’s invitation to China to par-
ticipate in a more substantial way is a good opportunity, “it’s the engagement,
stupid!” Gao argues that Chinese analysts should stop fixating on whether
China is going to join tomorrow or some time in the future, and should
instead focus on how such involvement can be turned into an opportunity
for China to engage more actively in issues of major global concern and
increase the opportunities for international coordination at the top of the
system.

What changes occurred to catalyze this shift in the debate? There are
several likely explanations: China’s cumulative learning process from its par-
ticipation in G20 meetings since 1999, its decision to host the 2005 G2o
meeting, and the transition to a more accommodating position toward
the G8.

Indeed, China’s decision to chair the G20 marks a significant advance in
China’s involvement in the G8 process. In that year, the United Kingdom
chaired the Gy finance meetings. The UK, as the chair of the 2005 G8 Gle-
neagles Summit, took a particularly active role in encouraging China to get
more involved in the overall G8/G20 process. Beijing agreed to issue a joint
statement with the UK (from the finance ministers of both countries) under
the G7/G20 umbrella on 5 February 2005 in which the two countries pub-
licly committed to “work together and address macroeconomic and struc-
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tural vulnerabilities in the world economy” (HM Treasury 2005). Beijing
also committed to “re-examining the strategic role of the IMF [Interna-
tional Monetary Fund] and the World Bank—in particular the importance
of a more independent role for the IMF in the vital task of surveillance of
the world economy.” This collaborative policy exercise, between China’s
Ministry of Finance and the UK’s Treasury, fed into setting the agenda for
the spring meetings of the World Bank and IMF, the UN Millennium Review
Summit in September, the G20 ministerial in October, and the Hong Kong
ministerial of the World Trade Organization (WTO) in December of that
same year. Beijing would have gained a clear sense of how it could influence
the G7/8 mechanism from the inside, and how this would in turn to influ-
ence the process of setting the objectives, priorities, and agenda for the key
meetings in the international power structure for managing the world econ-
omy, year by year.

In short, China gained a deeper experience of how its involvement in
strategic partnerships inside the elite club could be used to manage the
encounter with economic globalization. It is highly likely that, through tak-
ing such a leadership role in the G8/Gz2o0 process, China gained a better sense
of how to both promote certain issues of concern to it (and to its develop-
ing country allies) and how to block certain G8 initiatives. The shifts in the
academic debate likely followed this evolution in China’s policy toward the
G8/G20 and its actual engagement from that of hesitant limited engage-
ment to deeper, comprehensive, multi-level engagement.

Pang Zhongying (2006a), professor of international studies at Renmin
University China, draws attention to another shift in China’s actual posi-
tioning with regard to the main institutions of global economic governance
that China’s leaders and international strategists would have also likely
noticed. He argues that there has been an important change in the terms of
engagement in China’s relations with the major international economic
organizations over most of the past two decades, which has emerged in the
past few years. He notes that China had to request to rejoin the WTO, and
it took more than 15 years of negotiations before it was finally admitted.
However, “now, it is the G8 that is inviting China, and not China that is
requesting entry.” For Pang, the new dynamic “reflects a qualitative change
in the perception of China’s global position among the world’s leading
nations. This is a great opportunity for China to further solidify its posi-
tion and voice in the global economy.”

In this new phase, there are still voices that continued to stress that the
G8 is a club of the rich countries that works behind the scenes to influence
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global politics and economics. For example, Ding Lei (2007), professor in the
Zhou Enlai School of Government at Nankai University, argues that for all
“its ideological flavour and big country thinking,” the G8 has sought out
China because it is “difficult to accept that the world’s factory is not a mem-
ber of this club, and that without China as a member, the legitimacy of the
G8 along with its legal standing, representativeness, and effectiveness will be
called into question.” Ding adds that the G8 has no choice now but to deal
with the “China factor” when it tries to coordinate any “grand policies” in
the realms of international economics, politics, or security because of China’s
growing market and economic power. Nonetheless, the new debate that
emerged after 2005 is about how best to leverage China’s strengths and rela-
tions to protect and promote its interests—and those of the developing
world—within an expanded G8 mechanism.

Realist scholars of international relations talk in terms of benefit for
China, and why it is in China’s national interests to participate more fully.
There is an evolution in Cao’s thinking as he begins to argue that—over the
longer term—it is “indispensable” for China to join the G8. Cao (2003) ear-
lier argued that it was unrealistic for China to join the G8 in the short term.
However, he later provided the details behind his distinction between short-
and longer-term calculations and scenarios (Cao Lingjun 2006b). He offered
four reasons why it would be realistic for China to join the G8 in the longer
run. First, it would allow China to build a “new important diplomatic plat-
form.” Second, it would enable China to attract more foreign investment
and loans. Third, China would be able to “affect the G8’s decisions from
inside the G8.” And fourth, more coordinated involvement in the G8 con-
curs with China’s strategic considerations in managing “great power politics.”
These points reflect Beijing’s growing confidence in its ability to influence
the agenda of even this elite grouping, as well as multilateral forums, from
the inside. Cao furthers added that if China maintains its distance from the
G8, the G8 may attempt to contain China in the future. His advice was for
China to begin by seeking official observer status in the G8, and continue
attending the side meetings at the G8 summits, and “wait for a suitable
opportunity to join the G8.”

In a number of articles published immediately prior to 2007 G8 Heili-
gendamm Summit, Chinese scholars saw China joining the G8 as a greater
certainty. Ding Lei (2007), for example, saw China joining as “simply a mat-
ter of time, especially given that by the end of 2005 China was already the
world’s fourth largest economy, surpassing both France and Britain, which
are both G8 members. Ding also saw joining the elite grouping as helping
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China to achieve its developmental objectives. Most importantly, he believed
that “China’s future development will not progress smoothly without con-
tinuing coordination with the other G8 members. Thus China also needs the
support of the G8; and it would be easier for China to secure such support
if it were a member as it would increase the level of understanding between
the various parties, and allow them to deal with conflicts through personal
senior-level dialogue. Similar to Cao, Ding also wrote that China’s entry into
the G8 would allow “it to influence the G8’s policies from the inside, as well
as enable China to receive economic benefit for its development such as
increased inflows of foreign investment and loans.” According to him, China’s
entrance to the G8 will have its costs, as did its entrance into the WTO, but,
over the long term, the benefits will be significant.

The start of actual efforts by Chinese leaders to more openly influence
the G8’s agenda can be seen in Hu Jintao’s speech in Heiligendamm, when
he implicitly placed the onus on the United States and the European Union
to undertake structural adjustments to help alleviate global macroeconomic
imbalances. He highlighted the importance, as Beijing sees it, of interna-
tional financial controls:

An unbalanced world economy and an increase of unstable elements in
international financial markets will increase risks in the world economy.
The international community should share responsibilities, and actively
promote a systematic adjustment of the unbalanced world economy through
strategies such as stimulating domestic demand, lowering financial debt,
accelerating structural adjustment, and deepening systems reform; strength-
ening the supervision of international financial markets, particularly over
short term capital flows, and maintaining a stable exchange rate for major
reserve currencies; supporting the multilateral trade regime, oppose pro-
tectionism, promote the Doha Round of trade talks to achieve complete
and balanced results soon, and accomplish the goals of development (Hu Jin-
tao 2007b).

As early as 2004, He Fan (2004), a CASS researcher, had written that
China’s leaders should “go beyond always raising issues of direct concern
for China’s domestic circumstances” and instead improve its “opportuni-
ties” to raise issues of global concern for discussion, including key issues
such as how to reform the international financial regime, how to improve
capital flows, and how to reform IMF lending practices and especially the
issue of conditionality. With this shift in its priorities in the discussions,
China would become a leader for international reform for all developing
countries.
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His line of argumentation draws attention to a broader set of foreign pol-
icy motivations—beyond great power Realpolitik—that continue to fuel
China’s desire to maintain its self-image and project a national image as a
leader of the developing world. The advice is to link China’s role in the dis-
cussions with the G8 to representing the interests of the developing world.
He’s ideas represent the beginning of the most recent line of thought that
emphasizes that China must engage the G8 more closely, but that it must
not go it alone in the process and must band together with its developing
country allies.

China’s Complex Interests and Multiple Identity

Beijing has been reconsidering its international identity and image as it goes
about searching for “space” for its rise in the world. It is groping its way
through a complex process of sorting through its multiple and sometimes
competing international interests and identities, in which it projects a cer-
tain international image tailored for a particular situation, receives feed-
back from the receiver, and then responds by either maintaining its position
or modifying its foreign policy identity and image (see Hongying Wang
2003). China is not alone as an emerging power, as it tiptoes its way through
a maze of continuity and change and reformulates its foreign policy and
international image. India is in a similar position as a result of its growing
economy, nuclear arms capability, and diplomatic ambitions, but it also dif-
fers from China due its lack of formal great power status as a member of the
UN Security Council (UNSC) (Cooper and Fues 2008). Brazil is also grap-
pling with issues of its place and positioning as an international power and
aspires to play a leading role in its region and the developing world more
broadly (see Chapter 6); it has also been making forays into Africa as an aid
donor.8 Indeed, Brazil, India, and China are all trying to reconcile their iden-
tity as members of the global South and the developing world with their
emerging power status—or de facto great power status, in the Chinese case.
What is unique in the Chinese case is that Beijing’s recasting of China’s inter-
national image and foreign policy identity entails the reformulation of offi-
cial state ideology, namely China’s reworking of its sense of purpose as a
“socialist nation.”

Since coming to power in 2003, China’s current “Fourth Generation”
leadership has placed strong emphasis on fostering solidarity within the
developing world, including closer ties and greater policy coordination and
coherence among the most influential developing countries. Starting with
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Brazil in 2004, Hu announced that China would always stay on the side of
the developing countries, and the following year he met with the leaders
Brazil, India, Mexico, and South Africa on the margins of the G8 Gleneagles
Summit to discuss and outline, for the first time, what amounted to the
beginnings of an Os collective vision, in which he pledged that China would
help build a partnership of the leading developing countries, so that they
could coordinate their efforts in engaging the international community.?

At the meeting of the Os at Gleneagles on the morning of 7 July 2005,
Hu stated that “we should strengthen our coordination and collaboration to
push for great progress on the issue of development, narrow down the North-
South gap and achieve common development” (Ministry of Foreign Affairs
of the People’s Republic of China 2005). He then outlined the following sug-
gestions for the group:

first, to unite and cooperate to safeguard the common interest of develop-
ing nations, take consistent actions to strengthen the participation and deci-
sion-making rights of developing nations in international affairs, and drive
economic globalization toward a balanced and win-win direction of univer-
sal benefits; second, to seek common ground while putting aside differences
and properly handle the differences ... ; third, to widen our ways of think-
ing and deepen South-South co-operation ... ; fourth, to improve the occa-
sion to actively promote South-North dialogue ... (Ministry of Foreign
Affairs 2005)

Hu also expressed strong support for the New Partnership for Africa’s
Development (NEPAD), and Brazilian president Luiz Indcio Lula da Silva’s
initiative to eliminate poverty and hunger (see Hu Jintao 2005a). He advo-
cated for resolving the resurgence of trade protectionism by the developed
countries and called for carrying out effective and pragmatic cooperation in
handling global climate change based on the principle of “common but dif-
ferentiated responsibilities.” Equally important, following these talks, China—
along with the other five states—adopted a “common declaration” that
emphasized that developing countries should deal with the challenge of
globalization by strengthening South—South cooperation and safeguard the
common interests of developing nations by focusing on priority areas and
international participation strategy.

In the Report to the 17th Party Congress, Hu Jintao (2007a) reaffirmed
Beijing’s line on southern cooperation:

While securing our own development, we will accommodate the legitimate
concerns of other countries, especially other developing countries. We will
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increase market access in accordance with internationally recognized eco-
nomic and trade rules, and protect the rights and interests of our partners
in accordance with the law. We support international efforts to help devel-
oping countries enhance their capacity for independent development and
improve the lives of their people, so as to narrow the North—South gap. We
support efforts to improve international trade and financial systems, advance
the liberalization and facilitation of trade and investment, and properly
resolve economic and trade frictions through consultation and collabora-
tion. China will never seek benefits for itself at the expense of other coun-
tries or shift its troubles onto others.

He added:

For other developing countries, we will continue to increase solidarity and
cooperation with them, cement traditional friendship, expand practical
cooperation, provide assistance to them within our ability, and uphold the
legitimate demands and common interests of developing countries. We will
continue to take an active part in multilateral affairs, assume our due inter-
national obligations, play a constructive role, and work to make the inter-
national order fairer and more equitable.

Such South-South policy, based on the continuation of clear
North—South distinctions, has translated into China’s actual policy posi-
tioning at the G8. Hu Jintao appeared to continue to advance an Os collec-
tive vision in his speech at the Heiligendamm Summit in 2007. He stressed
that reform of the international economic system should adequately reflect
changes in the world economic structure and increase the voice and repre-
sentation of the developing countries (Hu Jintao 2007b). While giving pri-
ority to global macroeconomic management issues in the speech, he
emphasized the importance of the G8 and the O5 working together to pro-
mote the balanced and stable development of the world economy, and wove
a developing country perspective into the narrative by using the issue of
strengthening international development collaboration as the focus for fram-
ing Beijing’s suggestions for the G8-O5 dialogue process.

In his G8 speech, Hu identified global cooperation on international
development as Beijing’s second area of concern in engaging with the G8,
and sustainable development as third issue. He emphasized the importance
of a common future and the basic objectives and requirements of develop-
ing countries. Hu then dedicated more than two thirds of his speech to cli-
mate change, driving home the collective vision that China had worked out
with its key developing country partners, India and Brazil.!* Hu’s points on
climate change had been worked out in advance through a substantial
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amount of consultation with China’s major partners and discussed with the
other developing countries at the G8 meeting.

Most Chinese analysts who have written on the topic of China and the
G8 since 2006 support China taking a cautious, collective, and incremental
approach to joining the club of great powers, but taking a similar tack to its
accession to the WTO, where it maintains its developing country status.
Pang Zhongying (2006a) argues that it is important to recognize that China
is still a developing country and, in reality, not yet be a part of the wealthy
club that is the G8. He suggests that China should consciously maintain
multiple images with regard to the G8. He believes that Chinese authorities
recognize that entering the G8 will neither automatically help strengthen
the solidarity among developing countries nor automatically enhance their
coordination on matters of mutual interest. The most effective policy for
China, according to Pang, is to continue to unite with other significant devel-
oping countries (that is, India, Brazil, Mexico, and South Africa) to enhance
and strengthen these relationships while simultaneously improving their
coordination with the G8 members. And he warns that China should not feel
compelled to quickly heed the invitation for entrance to the G8 at this stage.

He Fan (2004) also believes that China’s voice would be too weak if it joins
the G8 alone. He warns that one of the reasons the G8 wants China to join
is to gain leverage over China on issues that are of great concern for G8
members but have yet to be resolved through other channels, for example,
in their efforts to convince China to revalue its currency. He sees entry into
the G8 as bringing pressure onto China from the G8, on key areas of its for-
eign and domestic economic policy, and sees the G20 as a useful mediating
organization between China and the G8 for countering policy pressure. He
supports Yu Yongding’s idea that closer coordination between the G20 finance
agenda and the G8 discussions is a useful mechanism for bringing develop-
ing country issues to the G8 table, and further suggests that preparations
for such dialogue among the developing countries would strengthen the
level of coordination between developing country partners. He argues for
a more narrow band of outreach partners than the Os, stating that it would
be a positive development for China if a “G7+3” (China, India, and Brazil)
mechanism is formally established.!!

He Fan notes that the needs of the less developed members of the G2o
do not always coincide with the larger developing nations. The justification
for China allying with a more narrow band of the Os is rooted here in an
instrumental national economic interest rationale: to ally only with those
major emerging economies that have the diplomatic clout and economic
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weight and national fortitude—a Chinese reading of the actual interna-
tional capacity of the other so-called emerging powers—to partner with
China in mediating pressure from the G8 members. In short, He sees Mex-
ico and South Africa as either incapable or unwilling to seriously play such
a mediating or risk-mitigating role, essentially as not being in the same
diplomatic league as China, India, and Brazil.

The distinction drawn here highlights the differences in developmental
priorities that exist even between the more powerful and less powerful mem-
bers of the Os, as well as the differing priorities of the most advanced mem-
bers of the G20 versus those of the less developed members in this group.
The policy implication is for China, India, and Brazil, but not necessarily
Mexico and South Africa, to join the G8. The complexities and tensions in
this process of international interest and partnership recalibration and image
rebuilding can be seen in more detail in China’s participation in the Heili-
gendamm Process (see Chapter 1).

The Heiligendamm Process

Beijing’s agreement to participate in the HP represents another major step
in its partial but growing accommodation of the G8. A leading official in
the “Heiligendamm Dialogue Process Support Unit” (housed in the Organ-
isation for Economic Co-operation and Development [OECD] in Paris)
notes that Beijing has sent “credible and qualified participants” to the HP
meetings so far, and that it has “no complaints about the Chinese represen-
tatives that have been attending the meetings.”!2 Closer analysis of China’s
approach in specific dialogue areas of the HP reveals, however, a pattern of
behaviour that is better described as partial accommodation and hedging.
With respect to the sessions on donor coordination on development assis-
tance to Africa, an issue area in which the G8 has shown particular interest
in tackling since Gleneagles in 2005, a German diplomat in Beijing has noted
that Chinese representatives have not been pushing this item on the HP
agenda and do not seem to show “much ownership.” This implies that Bei-
jing has been largely going through the motions in this dialogue area in the
HP. Broader sector analysis on China’s positioning on donor coordination of
foreign aid reveals that Beijing appears to place more stock in its newly formed
bilateral dialogues with the other great powers rather than the HP. This means
the new U.S.-China strategic dialogue on Africa, the new China-EU strate-
gic dialogue on cooperation in Africa, and the other new bilateral dialogues
that China has entered to address assistance to Africa (including France).
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In terms of global institutions for common dialogue on African devel-
opment, Beijing prefers to work through the UN system and, more recently,
the World Bank rather than through the HP. With the support of the United
Nations Development Programme (UNDP), China has taken the lead in
initiating the China-Africa Business Forum and the China-Africa Business
Council. And Beijing is now studying the results of its decision to deliver aid
(on infrastructure projects) to Palestine through the UNDP as a pilot to
determine whether it can adopt a similar approach for countries in Africa.
China is now also involved in a number of policy advisory initiatives for
Africa supported by the UN and other donors.

A China-Africa World Bank Trust Fund was established in 2007, man-
aged by the World Bank, that aims to improve China’s aid statistics, facili-
tate the reform of China’s aid architecture, and support outreach to African
policy makers and Chinese aid recipients on development effectiveness. Also
in 2007, the World Bank signed a memorandum of understanding with
China EXIM Bank, which has become a major lender to Africa, for training
on environmental issues and co-financing projects. The World Bank has a
number of policy research papers in the works on China-Africa issues includ-
ing “Lessons from China for Africa” on China-Africa infrastructure proj-
ects (Dollar 2008) and a joint report between the World Bank and Tsinghua
University on China’s aid architecture. Furthermore, the World Bank Insti-
tute is working with the China Development Bank to provide training on
micro-finance in Africa, and China’s Ministry of Foreign Affairs to share
experiences in assisting Africa. China’s comfort level in working with the
World Bank, as donors, is growing.!> The HP is clearly only one track, and
apparently not the preferred track, that China is following to pursue its aid
policy for Africa. While China has not been obstructionist within the HP, it
cannot be said to be taking a highly active role in promoting greater donor
coordination between emerging and traditional donors through the HP
mechanism.

Another area in which the G8 is particularly interested in advancing
through the HP is climate change. A month before the 2007 Heiligendamm
Summit, China, India, and Brazil banded together at the week-long session
of the Intergovernmental Panel on Climate Change (IPCC) to pressure
developed countries to “accept main responsibility for global warming”
(Angleys 2007). Some international observers suspected that this was part
of a long-term negotiating strategy by the world’s three most influential
developing countries to set the stage for the major international political
events that followed later that year, first the G8 summit in June and then
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the UN climate change conference in Bali in December. At their meetings on
the sidelines of the G8 summit, China and India “vowed” to strengthen their
partnership to combat climate change, and together the two countries
rejected the climate change deal reached among the G8 powers (Le Tian
2007; Spencer and Foster 2007).

China and India have both been adamant that they cannot take steps to
control climate change that would retard their economic growth, or under-
mine their need to tackle their efforts to reduce domestic poverty, they have
requested major technological and other support from the advanced indus-
trialized countries of the West. Indian foreign secretary Shiv Shankar Menon
explains:

I think what is important is that the burden of the incremental costs of
doing additional steps must be shared fairly and the principle of that is well
known, it’s agreed. The fact is, historical responsibilities, even in terms of pres-
ent emission levels—it’s quite clear who’s responsible for this. Once our per
capita emission levels reach the same as those of the industrialized countries,
we’ll be very happy to do our share too (cited in Majumder 2007).

When asked about how China would respond to pressure from the G7
and the German G8 presidency in 2007 to accept emissions caps, Ma Kai,
the chair of China’s powerful National Development Reform Commis-
sion, stated that Beijing’s position remains that it will not accept any
mandatory limits on emissions and that the developed world must take the
lead in cutting pollution. Echoing his Indian counterpart, Ma added: “The
consequences of restricting the development of developing nations will
be much more serious than the consequences of global warming” (cited in
Ingham 2007).

Having worked out their collective position prior to the Heiligendamm
Summit in consultation with India and Brazil, Hu Jintao used his speech as
a platform from which to voice Beijing’s position, and that of its closest O5
partners, on climate change. Hu (2007b) stressed the importance of the
problem but then flagged differences with the G8 on which countries should
take greatest responsibility for shouldering the burden in addressing the
problem, and which international institution would be the appropriate
forum for addressing the problem:

Climate change is an environmental problem, but at its root it is s develop-
mental problem ... We have to follow the common but different responsi-
bilities principle established by the United Nations Framework on Climate
Change (UNFCCC) agreement. This principle not only reflects different
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countries’ economic development levels, historical responsibilities, current
per capita emission level differences, but also serves as the foundation to
maintain and develop future international collaboration.

Based on this principle, developed countries should meet the emission goals
set by the Kyoto Protocol, provide assistance to developing countries, and
continue to take responsibility for lower emissions by 2012. Recently the
European Union agreed to reduce greenhouse gas emissions by 20% by
2020. We welcome this decision, and at the same time hope other developed
countries can make similar promises.

Rather than accommodating the wishes of the German G8 presidency to
advance a climate change agenda through the G8 process, China banded
together with India and Brazil on the sidelines of the G8 to play the role of
blocker (Spencer and Foster 2007). At his bilateral meeting with India on the
margins of the summit, Hu Jintao declared that “Sino-Indian relations are
on the fast track” and “that China hopes both sides can step up talks on the
border issue in the spirit of peace and friendship, equal consultation as well
as mutual respect and understanding to seek a mutually acceptable solu-
tion at the earliest” (cited in Le Tian 2007). Indian national security advisor
M.K. Narayanan called China the “greatest neighbour,” and stressed that
India wanted the “strongest relationship” with Beijing and would do “every-
thing possible’ to cement ties.

For the HP, the fact that China, India, and Brazil agreed on a defensive
agenda to block the G8’s climate change proposal is not necessarily a nega-
tive outcome, if the main objective of the HP, over its time frame from 2007
t0 2009, is to build a process of dialogue and exchange that fosters trust and
confidence among the partners, rather than to pursue any particular nego-
tiated outcome on any particular issues. The fact that the “Big Three” among
the Os were able to work out a common position on a specific issue and
advance it within the process means that nascent forms of a collective iden-
tity exist, at least among certain groupings within the five countries. It means
that new consultation networks are forming, through which the O5 mem-
bers—or some of them—meet, discuss, establish priorities, set agendas, and
reach consensus. This actually provides the basis for sustained and robust
dialogue between the G8 and the Os, and possibly, eventually, for negotia-
tions over G8 expansion.

There are, however, some fundamental differences in national interests
among the O5 members, on all HP issue areas, that may ultimately con-
strain the formation of any collective identity. For example, with regard to
climate change and environmental protection, India and China are both
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major consumers of imported natural resources and major carbon emit-
ters, while Brazil is one of the world’s largest sources of natural resources and
the guardian of the Amazon rainforest—the “lungs of the world.” These dif-
ferences highlight the fact that it has so far been Brazil’s willingness to sac-
rifice a degree of its national interests on environmental protection that has
enabled the new coalition of “G3 emerging powers” to emerge on the climate
change issue, and that there may be limits to how far these three countries
will continue to ally as blockers on climate change within the G8-Os, as well
as inside the HP discussions.

Conclusion

China has clearly been engaging with the G8 from a position of cautious
confidence and quiet patience. Its basic approach is in response to the ontol-
ogy of world order that it believes it is facing: in short, an international sys-
tem undergoing a fundamental shift to a multipolar world, but in which
the United States remains the dominant power and willing to use its capa-
bility to project its force. This means that it would be “foolhardy,” to quote
Wang Jisi (2005), for Beijing to challenge the pattern of coordination among
the world’s major powers, institutionalized through the G8—especially in the
“near future.” As Chinese authorities have developed a better understand-
ing of the inner workings of the G8 and the G20 and have gained more con-
fidence in engaging with the G8, Beijing has not only avoided resisting the
institutionalized structure of international power but, as Wang Zaibang
(2004) notes, has even shown increasing interest in “keeping closer contact
with the G8.” This shift and the rationale for the policy shift are reflected in
the evolving debates in the Chinese academic literature. China has moved
from a position of hesitation to one that is closer and more engaged, from
a mindset of “meet, but don’t join” to “it’s the engagement, stupid!,” and a
desire to secure its interests through that involvement. Such a shift is under-
pinned by growing confidence in Beijing’s abilities, but also by Beijing’s per-
ception of important changes in how the world’s advanced industrialized
countries see China.

Beijing is not, however, in any rush to resolve the G8’s dual crisis. It is
gradually building alliances and consulting with strategic partners before
making decisions. Chinese leaders seem willing to accept a more structured
dialogue at this point, rather than focusing on the formalities of accession,
and may indeed prefer a slower approach of incremental engagement. Bei-
jing is leveraging China’s economic strength together with a nuanced mix
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of diplomatic skill and timely diplomatic interventions at the bilateral,
regional multilateral, and global levels. It is moving incrementally to secure
China’s interests and its desired peaceful rise and, where possible, to foster
arrangements that are collective gains for other developing countries in so
doing.

This chapter has examined how China is grappling with its changing
international profile, presence (conscious or otherwise), and weight in the
world. In engaging with the G8, China—not unlike the other O5 members—
exhibits elements of individual personality as well as emerging forms of col-
lective behaviour. China’s foreign policy identity continues to be shaped, in
some significant ways, by its positioning and ideological solidarity with the
developing world, even as it pursues more individual national interests as a
de facto great power. Despite becoming the world’s factory and now possess-
ing forms of international power—both economic and political—that even
many G8 members cannot claim, Beijing still has devoted attention and
resources to maintaining and even expanding its actual linkages to the global
South and to maintaining its self-proclaimed status as a developing country.
This harkens to a reworking of the old Maoist Three Worlds Theory for the
current international environment and China’s contemporary needs.

This chapter has also started to map the type of reconfigured G8 that one
leading emerging power, arguably the one great power not currently in the
G8, would want to see. What does the preceding discussion indicate about
what to expect from China if its current engagement with the G8 evolves
along the current course, and if the HP leads the G8 to get more serious
about expanding its current outreach, leading to discussion of creating a
G11 or a G13? First, would China be willing to participate? Over the past four
years, China has appeared increasingly willing to engage, and could possi-
bly agree to join an enlarged G11 or G13, under the right conditions. This likely
means Beijing championing the cause together with India and Brazil. It
means the enlarged group would agree to work toward stabilizing the world
economy through measures that are perceived by the “G3”—China, India,
and Brazil—as being in the direction of a fair global economic system. It
also likely means a G11 or G13 more attentive to concrete arrangements for
cooperation on energy security and demographics, as well as to Bretton
Woods reform. Another example is that China would likely be willing to
discuss global climate change in an enlarged G8 if it is in the context of
energy security and cooperation (coordinated supply and demand), as Chi-
nese authorities have been doing with their regional neighbours at the annual
East Asia Summit since 2005 and the Boao Forum for Asia.
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Andrew F. Cooper and Kelly Jackson (2007) have noted that the G8 out-
reach process relies partially on how the G8 enlargement initiative fits
into other complex negotiation processes through the UN and the WTO,
as well as the IMF and World Bank. For China would be very hesitant to
strengthen the G8 if it means weakening the UN, especially the role of
the Security Council. There is also one other probable political condi-
tion not to be overlooked: basic acceptance from the Gy7/8 members of
China’s political characteristics. This requirement can be extrapolated
from Hu Jintao’s (2007b) emphasis on the need of the G7/8 to “negotiate
democratically to appropriately resolve differences and conflicts” and his
declaration that

there is not a unitary model of development. The international community
should respect the rights of individual countries to autonomously choose
forms of social organization and development paths, and put forth effort to
help developing countries to strengthen their own ability to develop.

It is clear that Chinese authorities would be highly attuned to attempts
of the G7/8 to socialize China politically. But Chinese leaders may be some-
what less concerned with this issue for now, considering the meek response
of Gy leaders to Russia’s resistance to their criticisms of the troubling path
that the Russian political system seems to be on.

Beijing is becoming more sensitive about being perceived as a blocker at
the global elite forum. Such perception does not support its efforts to ensure
its peaceful rise or its desire to be seen as promoting peaceful and harmo-
nious world development. In this context, the response by a Chinese for-
eign ministry spokesperson to the suggestion that China would use its
growing economic muscle to block initiatives at the Heiligendamm Summit
is telling:

I don’t think China will be Mr. No at the G8. We want to be Mr. Coopera-

tion or Mr. Partnership. As far as China is concerned, we are a developing

country and will be for a fairly long time to come. But we hope in the future
our cooperation with the G8 can be institutionalized and regular (cited in

Ingham 2007).

In short, the fact that there have been significant shifts in Beijing’s posi-
tioning toward the G8 opens up the possibility for further shifts, although
such an outcome is by no means certain. Much also depends on how the
G8 members approach China, both individually and as a club.
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Future Research Agenda

First, the Chinese views and actual developments in the HP outlined above
hint at tensions and cracks within the Os and factors that limit the prospects
of the G8’s current outreach strategy of reaching out to the Os. The Os con-
cept may not be sustainable over time, and a more realistic approach may
be to reach out to an “O3.” Chinese officials may not speak openly about
these internal tensions within the Os; however, it is likely that Mexico and
South Africa will need to provide more reason than currently exists for
China, and for India and Brazil, to support their continued involvement in
the G8 outreach process.

China’s leaders appear to be articulating a new collective vision both
within their engagement with the G8 and beyond. Beijing has put consid-
erable diplomatic effort into promoting new collective interests with China’s
main developing country partners. This nascent collective vision is most
advanced in the defensive positioning of China, India, and Brazil on the cli-
mate change discussions, and it would be worth further examination whether
a more constructive collective vision is also starting to come through on the
broader range of issues in the Os discussions that took place prior to the
Heiligendamm Summit. China, for example, seems to see the G8 as most use-
ful for dialoguing on energy cooperation, demographic issues, and Bretton
Woods reform. It would be useful to analyze whether, and to what degree,
China is willing to champion developing country concerns in its engage-
ment with the G7/8 that conflict with its own economic interests.

Second, starting in early 2007, and after the gains made by the develop-
ing countries at the Bali climate change conference at the end of that year,
China has made some accommodating gestures on global climate change
(although only to a point). In early 2007, Hu Jintao had already begun to offer
public reassurances that China will be a responsible country and will sup-
port international efforts to tackle climate change. Beijing has indeed shown
greater willingness to address concrete measures since Bali. It will be useful
to examine whether, and to what degree, Beijing is willing to address global
climate change issues inside the G8-Os5 mechanism at the 2008 Hokkaido
Toyako Summit in Japan, and whether it shifts from being a blocker on the
G8’s climate change agenda.

Third, it is also important to note that, even while China is participat-
ing in the HP, it is at the same time pursuing a series of regional initiatives
in Asia and in other regions throughout the global South (Ministry of For-
eign Affairs 2008). China has backed up its South—South cooperation rhet-
oric with concrete steps to foster bilateral alliances and regional activities
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across the developing world. China has joined the Organization of Ameri-
can States (OAS) as an observer; it is an observer at the Inter-American
Development Bank (IADB); and it signed an agreement on closer relations
with the Andean Development Corporation (CAF) (Comunidad Andina
2008). In Africa, it is providing major support to the African Development
Bank (AfDB) and to the African Union (AU). In Asia, China has joined
ASEAN as a dialogue partner, plays a growing role in the ASEAN Regional
Forum, established a regional free trade agreement with ASEAN (Chin and
Stubbs 2008), and, as already mentioned, is deeply involved in the East Asian
Summit and the Boao Forum for Asia. China created an Asian cooperation
fund to help Chinese government agencies increase their cooperation with
ASEAN countries, and Asian diplomats note that China has initiated far
more joint projects with the ASEAN members than either Japan or the
United States (Kurlantzick 2007, 51). Since 2005 China has increased its sup-
port of another set of Asian regional initiatives that have received less inter-
national attention, specifically the meetings of Bangladesh, China, India,
and Myanmar (BCIM) and trilateral meetings of India, China, and Russia.
These regional initiatives are anchored on India—China relations, with
increasing interest from Russia, and while they started at the non-govern-
mental level, since 2006, these annual meetings have been capped by senior
meetings of their foreign ministers.!4

China is also exploring new regional ground on the security front, for
example, with the Shanghai Cooperation Organisation (SCO). It is, however,
careful to emphasize the SCO is not Asia’s version of the North Atlantic
Treaty Organization (NATO), and not to overplay its role as the represen-
tative of the Asian region in its discussions with the G8, most likely because
Japan is already a G8 member and China also has to be careful to avoid
patronizing its ASEAN dialogue partners or South Asian allies by speaking
on their behalf unless it has their clear consent to do so. How likely is China
to take major steps to resolve the global versus regional question or privi-
lege the global track over the regional track? Or does it see the situation in
terms of either/or and will likely continue pursuing a different global strat-
egy that is heavily regionally based?

Notes

1 The author thanks the participants of the workshops organized by the Centre for
International Governance Innovation on “Re-Evaluating the B(R)ICSAM Concept:
From Structure to Agency” (Royal Roads University, Victoria, Canada, August 2007)
and “Beyond the B(R)ICSAM” (Cancun, Mexico, March 2008) for their comments,
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especially Andrew F. Cooper, Timothy M. Shaw, Agata Antkiewicz, and Alan Alexan-
droff. Thanks also to Hongying Wang, Paul Evans, and Yuen Pau Woo for their com-
ments, as well as Julia Bentley and Douglas Heath of Canada’s Department of Foreign
Affairs and International Trade, Karim Morcos and Kent Smith of the Canadian
International Development Agency, and Christopher Swarat for their research sup-
port. Translations are by Christopher Swarat and Gregory Chin unless otherwise
indicated.

2 There is a growing literature on the global impact of “emerging powers,” “would-be
great powers,” Brazil, Russia, India, and China as the BRICs or, with South Africa and
Mexico, the B(R)ICSAM” (see Hook 2001; Wilson and Purushothaman 2003; Hur-
rell 2006; Shaw et al. 2007; Cooper et al. 2006; Kaplinsky and Messner 2008; Subac-
chi 2008).

3 The term “peaceful rise” was first used by Zheng Bijian in public at the Boao Forum
for Asia in late 2003, when he was vice-president of the Central Party School. Chi-
nese premier Wen Jiabao then picked up the term at a meeting with the leaders of
the Association of South East Asian Nations (ASEAN) and during a visit to the U.S.
in 2004.

4 Interview with officials from China’s Ministry of Foreign Affairs and Ministry of
Commerce on the international reaction to China’s growing role as a foreign aid
donor, Beijing, April 2007. Discussions with foreign diplomats posted in Beijing,
April, October 2007.

5 The term “elite foreign policy scholars” refers to the group of scholars affiliated with
ashort list of prominent party- and government-sponsored research institutes, think
tanks, and universities within China that are involved with analyzing the country’s
foreign relations. This list includes the Institute for International Strategy in the
Central Party School, the Research Office of the Central Committee of the Chinese
Communist Party, the Institute of World Economy and Politics in the Chinese Acad-
emy of Social Sciences (CASS), the China Institute of International Studies under the
Ministry of Foreign Affairs, the China Institute for Contemporary International
Relations (CICIR), the Shanghai Institute of International Relations, and Peking
University’s Institute of International Relations. Allen Carlson (2004, 10) has referred
to a similar grouping, minus the Chinese Communist Party think tanks, as the “for-
eign policy elite” in China.

6 Itis interesting to note that the amount of attention given to the G8 in Chinese pub-
lications has been much less than the vast amount attention given to China and the
World Trade Organization (WTO).

7 YuYongding is one of China’s leading authorities on international monetary issues,
and an influential observer of China’s participation in the G20 finance ministers
and central bank governors meetings. His work draws on the writings of his col-
league Wang Yizhou (2003), who has explored the gradual convergence and mutual
accommodation theory of China’s engagement with the major international organ-
izations.

8 The Brazilian Agency of Cooperation (Agéncia Brasileira de Cooperacién [ABC)
reports spending USs$120 million around the world in 2007 on HIV/AIDS relief pro-
grams, vocational training, agricultural development, and ex-combatant rehabilitation.
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ABC’s biggest beneficiary is neighbouring Paraguay, followed by East Timor, Haiti,
and the lusophone African states Mozambique, Angola, and Guinea-Bissau. See the
ABC website at <www.abc.gov.br>.

9 The details of this Os “common declaration” are reported by the Ministry of Foreign
Affairs of the People’s Republic of China (2005). See also Hu Jintao (2005a).

10 It was only in the final third of this speech that Hu referred to China’s own situation
to drive home the point of China’s specific efforts in environmental management.

11 It is not clear where Russia fits into He’s G7+3 formula.

12 Discussion with senior official in the Heiligendamm Dialogue Process Support Unit,
Cancuin, March 2008.

13 That Beijing’s increased collaboration with the World Bank happens at the same
time as a Chinese national, Justin Yifu Lin, has been appointed as chief economist
and executive vice-president is likely not coincidental.

14 The author thanks M. Manoranjan Mohanty at the Developing Countries Research
Centre of the University of Delhi for highlighting these cases.
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India and the G8
Reaching Out or Out of Reach?

Abdul Nafey

One of the dominant characteristics of the discourse on contemporary
Indian foreign policy is a consistency in the vision for an open and inclu-
sive world order, with a close nexus between globalization, multilateralism,
and domestic economic transformation. This is how India’s foreign minis-
ter Yashwant Sinha put it in 2003:

If globalisation is the trend, then multilateralism is its life-sustaining mech-
anism, for no process will survive without a genuine spirit of multilateral-
ism underlined by the belief that global problems require global solutions
globally arrived at (cited in Baruah 2003).

The reformist imperative is tempered strongly by the idea of autonomy
in foreign policy. Sonia Gandhi (2007), chair of the ruling United Progres-
sive Alliance (UPA), for instance, made the plea in the context of Sino-Indian
bilateral relations during her visit to China in October 2007: “Both China and
India seek an open and inclusive world order based on the principles of
‘Panchsheel”—principles that had significantly led to the ideas of non-
alignment and autonomy in Indian foreign policy.

Inclusive economic growth at home and an inclusive order abroad are
the twin objectives of Indian foreign policy; and to achieve them—and there
is no ambiguity about it—India must build its “strategic autonomy of choice”
(Mukherjee 2007a). The eventual goal is to “regain” India’s position as a
“major global economy”—a position that it had enjoyed for centuries before
the rise of colonialism. Although in part a response to the structural trans-
formations in the world order, “much of the new thinking,” according to
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external affairs minister Pranab Mukherjee (2007b), “is driven by choices
we have made due to our changing domestic situation.” Two inferences are
important. First, being a revisionist power, India has its own list of issues that
require attention by the international community. Second, there is nothing
transitory about these issues. The relatively long democratic culture estab-
lished in the domestic arena has lent considerable consistency and consen-
sus to these foreign policy goals.

A major task in the foreign policy domain is to sustain the current eco-
nomic transformation, albeit within the pluralist, democratic context of
India. As India is being transformed, the global situation is also changing,
with a focus on the need for urgent structural change in the institutions of
international governance. India looks at the evolving global geo-political
and economic situation as a series of “widening concentric circles” (Menon
2007b). An extension of non-alignment in the national interest is a recali-
bration of an older concept in Indian foreign policy going back at least to
Rajiv Gandhi. The consistent element has been an articulation of “specific
objectives of security, global growth designs benign for India and relations
with the developing world.”

Indian foreign policy also seeks a “democratic and prosperous periph-
ery” in South Asia, a way forward to reintegrate India with its “extended
neighbourhood” through various regional economic groupings; and the
extension of its search for a “common and indivisible prosperity” through
institutional mechanisms such as the East Asia Summit and the Sino-Indian-
Russian trilateral dialogue (Mukherjee 2007a; see also Center for Security and
International Studies 2007). The India—Brazil-South Africa (IBSA) Dialogue
Forum is another effective instrument (Lai 2006). India is also becoming
more engaged with the Shanghai Cooperation Organisation (SCO). For the
first time since its independence, India encounters no “international con-
straints” on its engagements with the major powers (Dua 2008). Rather,
progress in relations with one opens the doors for improvement in relations
with all others.

The scale and intensity of economic interdependence and connectivity
have reached levels where all major powers are politically engaging each
other, and this situation works to the perceptible advantage of India. Today,
India is attempting to build a strategic partnerships with as many as eleven
countries and the European Union.? And as stated earlier, none of these
strategic partnerships come at the expense of relations with others. On the
contrary the deepening of one strategic partnership catalyzes growth in rela-
tions with other major powers. What it all entails is India’s ability to use the
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advantage of its domestic economic transformation to engage and leverage
relations and institutions. Certainly this approach demands maximum flex-
ibility and creativity on the part of India’s political and diplomatic leader-
ship. An assessment of the direction of international system, however, gives
rise to the optimism that “India is particularly well placed in this new era as
its relationships with other major power centres could allow it to reach an
optimal position” (Mukherjee 2007b).

As for the issues demanding attention of Indian foreign policy, a prime
concern relates to a matter of values. From India’s viewpoint, “imperatives
of globalization, interdependence and connectivity” are defining the nature
and intensity of global challenges (Mukherjee 2007a). Other salient chal-
lenges, not necessarily in the order of importance, are the challenges of
cross-border and transnational terrorism; proliferation of weapons of mass
destruction (WMD); maritime security, especially from Malacca Straits to
the Persian Gulf; energy and food security; environmental protection and
disaster management. It would be naive to expect the international sys-
tem to deal with such complex challenges “without democratizing inter-
national decision-making” (Mukherjee 2007a). It is because the current
global order is not delivering what is required “that we are compelled to
seek ad hoc solutions like ‘coalition of the willing’ to contemporary secu-
rity problems” (Menon 2007b). Only “multilateral solutions” arrived by
means of broad participation within and through the United Nations sys-
tem would address these new challenges and threats. In seeking and
enabling global political and economic order, India therefore seeks “to
strengthen multilateral institutions and mechanisms, particularly the
United Nations” (Menon 2007b).

There is an unmistakable acceleration in the redistribution of power in
the international order. The rise of China and India, in particular, has made
old analytical paradigms—developed versus developing, North versus
South—somewhat anachronistic. When it comes to the democratization of
the international system, the foremost and the immediate starting point for
the reform process must be the UN Security Council (UNSC): it is here that
power lies, and it is one institution that is singularly out of step with the
existing international power realities.> Another institution requiring sub-
stantive reform is the International Monetary Fund (IMF)—beyond the
recent “vote and voice” quota adjustment—for its policies affect most the
developing economies undergoing structural adjustment. In a similar vein,
since development is the primary need of developing countries, these same
countries must get adequate representation in the World Bank.
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This discussion raises two key questions. Does India have an exagger-
ated view of its place and importance in the international system? And is
power really being redistributed in the international order? Pranab Mukher-
jee (2007c¢), India’s foreign minister, has cautioned that India’s view of its
own position in the world is not due to some “irrational exuberance.”
Rather this assessment is based on two important developments: India
has begun the trajectory of sustained high economic growth rates, and
India’s relations with all the major powers are improving simultaneously.
From a more conceptual perspective, foreign secretary Shiv Shankar Menon
(2007a) has invited India’s strategic community to ponder a realist appraisal
of Indian foreign policy. Does India see itself as a major power? The old
theory of balance of power has been replaced with the concept of balance
of interests.

Shyam Saran (2007), the prime minister’s special envoy, articulated this
perspective in a speech to a Japanese audience in 2007: “We have all the rea-
sons for emerging as, I would not say as a super power, but we believe that
we can certainly be among the first ranking nations of the world if we make
the right decisions today.” India’s capabilities—economic and technological,
political and diplomatic, and military—are great and growing. Reinforcing
this appraisal, Mukherjee (2007c¢) asserted: “Today’s India is not a bystander
to the actions of other powers. The choices India makes today have the
potential to change outcomes on issues ranging from global environment to
multiple balances.”

A caveat needs to be added here. India perceives itself to be a develop-
ing economy, and it will continue to nurture its activism in the “traditional
constituencies in the developing world” (Mukherjee 2007¢). India has pur-
sued global ambitions, not simply on military capacities and economic might
but also on the moral authority as a champion of the world’s poor and dis-
possessed. It has continued to lend strong diplomatic support for global
regimes that redistribute the world’s resources on the basis of equity. Much
of India’s diplomatic language continues to be that of the advocate of the
interests of the developing countries (for example, the G20 developing coun-
tries in the World Trade Organization [WTO]) with strong echoes of self-
sufficiency and anti-imperialism.

Significantly, Indian leaders begin to see their country in a natural bridg-
ing role between the Western world and developing countries. As noted
above, India could exercise substantial influence on a wide range of global
challenges. As C. Raja Mohan (2006, 4) suggested, “India is now emerging
as the swing state in the global balance of power. In the coming years, it will
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have an opportunity to shape outcomes on the most critical issues of the
twenty-first century.”

This bridging role is in many ways the typical position of an intermedi-
ate power where the condition of interdependency is not only at its strongest
but at its very most advantageous. India finds itself on both sides of a whole
range of issues, as with intellectual property rights—where it is both a sup-
plier and consumer. This condition must be differentiated from earlier stages
of development: “In the past, issues like food, aid or even investment had been
used to pressurise us on national security. Our growing strengths now allow
us to address what risks there may be in greater engagement” (Mukherjee
2007b). In other words, under present circumstances India can pick and
choose issues to champion and impress upon the international community
its choices. It is not just the scope and substance that stand transformed;
Indian foreign policy is also changing in attitudes and style. India is using
its domestic economic transformation to leverage maximum flexibility and
creativity in the international environment. It is increasingly integrating
knowledge-based initiatives, science and technology, and business in its
goals. Besides, given the nature of new global challenges, deployment of soft
power assets and involvement of civil society are becoming as important as
the hard power to win the peace (“A Famous Victory and a Tough Sequel”
“A Famous Victory and a Tough Sequel: The U.S. Must Apply Softer Arts to
Match Its Hard Power” 2003).

India, Emerging Economies, and Globalization

Varieties of global economic surveys, including the often-cited one by Gold-
man Sachs on Brazil, Russia, India, and China—the BRICs—have concluded
with near unanimity that emerging markets are the new engines of global
economic growth (Wilson and Purushothaman 2003). The emerging
economies must therefore own up to their new responsibilities. There is also
the need to write new rules and establish new mechanisms and institutions.
In other words, the global economic and financial system must evolve new
formats for deliberation and decision, and must also broaden the scope of
its discussion. Seemingly non-economic issues, ranging from climate change
to epidemics, have assumed global economic salience, necessitating more
than ever the inclusion of emerging economies in the global economic and
financial architecture.

How and where does India figure into the evolving global economic and
financial architecture in terms of its weight, responsibility, and participation?

e



05_HP_nafey.gxd 2008/10/01 8:53 AM Page %}é)

120 Abdul Nafey

In the specific context of India, its economic and cultural resurgence is being
likened “to a return to normality” in the global exchange of products and
ideas (Saran 2007). It is also argued that the rise of India and China in par-
ticular marks a structural shift in the global economy toward Asia. India’s
economic transformation is restoring it to the trade and cultural crossroads
of Asia; what therefore is happening is the “resumption of history in Asia”
(Saran 2007).

A series of frequently heard arguments follows.

The first argument relates to demography. India’s population is more
than 1.1 billion, including some 550 million who are under 25 years of age.
India’s labour force is growing faster than the population. Analyses refer to
India’s “demographic dividend” (Johnson 2006). Indian universities pro-
duce more than 2 million undergraduates each year; their growing skills
and know-how are converting this young labour force into an asset. The
middle class of more than 300 million is steadily growing, and its consump-
tion pattern is attracting foreign investors. There is no denying that there are
serious problems, such as those of income and regional disparities, with
some 300 million poor who live on less than a dollar a day, as well as tech-
nology and productivity lags in the agricultural sector and poor infrastruc-
ture; none of these however, is insurmountable.

Second, India’s comparative advantage in knowledge-driven economic
activities is recognized. A sort of knowledge revolution is underway; and
the success of the information technology (IT) revolution is about to be
replicated in new areas such as biotechnology and medicine.

The third argument is that the emerging economies of the BRICs—
or BRICSAM, if South Africa and Mexico are included—are on the path
of sustained high growth. The BRICs account for almost 40 percent of
the world’s gross domestic product (GDP) in terms of purchasing power
parity (PPP). They have grown annually more than 7 percent on average
since 2002. India has, in fact, registered an average growth rate of 8.5 per-
cent in the same period and hopes to register double-digit growth rates.
It is now the fourth largest economy in the world in PPP terms. Impor-
tantly, India’s high economic growth rate is driven by domestic consump-
tion and investment.

Fourth, emerging economies are integrating themselves into the global
market for goods and services. The combined emerging markets’ share of
exports of goods and services doubled between the early 1990s and 2006,
reaching roughly 30 percent. India’s integration with the world market has
been particularly more impressive: its share in exports of goods and services
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tripled between the early 1990s and 2006, to close at 1.5 percent. Notably, it
is the rising exports of IT and IT-enabled services that have generated the
momentum.

Trends in demography, capital accumulation, and productivity and the
rising share in the global trade all indicate that the BRIC economies are on
the path of sustained high growth. Investors from these countries are carv-
ing out a niche, including in the industrialized economies. Initial public
offerings (IPOs) from the BRIC countries accounted for 39 percent of the
volume raised globally in 2007. Goldman Sachs projected the BRICs to grow
to be more than half the size of the six largest industrialised economies by
2025, and perhaps to overtake them by 2050 (Wilson and Purushothaman
2003). By then, India would be the third largest economy after China and the
United States. Of course, there is nothing inevitable about these projections.
Nevertheless, the shift that is taking place calls for an immediate, meaning-
ful rebalancing of the global economic and financial architecture.

A fifth argument, particular to the case of India, is the synchronization
of its economic growth with its rising influence in culture and science. With
some 900 films produced in 2005, Bollywood has become a brand name in
the world of entertainment. India boasts of some 40 million internet users;
moreover, it is the Indian technicians who have established themselves in the
world of information technology. The acquisition of Jaguar by Tata of India
not only indicates where power is shifting but also demonstrates the soft
power of India.4 Being at the crossroads of trade and culture for most of its
history, Indian culture is itself highly adaptable. As India seeks investments
from abroad, others are discovering that Indian investors and professionals
are equally adept at working in diverse cultural and economic settings. A
multicultural democratic India is set to benefit, more than all others, from
its “diversity dividend” in a globalized world economy. As for its scientific
prowess, India is home to a number of cutting-edge technologies, ranging
from its indigenous nuclear program to space research.

The rise of India, of all the B(R)ICSAM countries, cannot be down-
played. It constitutes a development of systemic proportions. Indeed, because
of these structural dynamics, global economic and financial governance has
been changing both in format and in substance for the past ten years or so.
The motivating force is the integration of emerging markets; for instance,
as part of their outreach process, the G7 finance ministers routinely invite
their counterparts from the emerging economies to their meetings. Com-
prising all the systemically important economies, G20 finance ministers and
central bank governors focus on macroeconomic coordination and have
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given important signals to global market participants with a degree of effec-
tiveness and legitimacy since the group’s inception in 1999. Extending the out-
reach process to the summit level of the G8—involving Brazil, India, China,
South Africa, and Mexico, referred to in this context as the Outreach Five
(Os5)—that began in 2005 is a step further in establishing broader coordi-
nation and consensus in matters of global governance. From this perspec-
tive, the initiation of Heiligendamm Process (HP), involving a two-year,
issue-specific dialogue with the Os, is one more step in the direction of
reforming the international economic and financial architecture. Equally
noteworthy, the broadening of the format is changing the substance of global
economic governance. Many invaluable principles of transparency, good
practice, and dialogue have been translated, for instance, into the standard-
ization of information and many common practices in macroeconomic and
financial matters.

Yet the transformative power of India’s economic rise should not be
over-exaggerated as a driver for institutional change at the apex of the inter-
national system. India’s desire for participation in the context of meetings
of the extended G8—as for membership of the UNSC—is driven more by
its political or diplomatic objectives than by its view that this would serve
its economic interest. However, as economic issues are discussed at these
meetings and the communiqués contain the views of the group regarding
economic issues, India wishes to participate so that its economic interests are
understood by others and reflected in the groups’ statements. India’s eco-
nomic interests are, of course, shaped by the recent development of its econ-
omy. The share of exports of good and services in GDP has tripled from 7
percent to 21 percent between 1990 and 2005, a result clearly of the reforms
initiated in 1991. So the government has an interest in further liberalization.
Also, India’s growth is becoming more dependent on the world economic
situation. The current turmoil has affected the stock market in India and so
might affect investment. But, more importantly, the pace of industrial growth
seems to be slowing. India has, thus, a strong interest in a well-functioning
world economy. However, as the livelihood of 60 to 70 percent of India’s
population depends on agriculture it cannot undertake policy measures
that would jeopardize their economic interests. Already the government is
perceived as being more urban oriented, and an election is scheduled for
2009. So the interests of a large part of the population must be balanced
against export interests. Also, the rural market is gaining greater importance
to industrial producers so that the interests of agriculture and industry may
be intertwined.
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One aspect of the changes in India’s economic interests not yet fully
appreciated is capital flow. Until now the discussion has focused on why
India was not attracting as much capital as China. Inflows have been increas-
ing and are becoming significant. Also Indian companies have been invest-
ing abroad, and mainly in developed countries as they seek access to
technology, markets, or brand names. So India has a very strong interest
that the markets of developed countries remain open to investments and
takeovers by Indian companies (such investments involve private companies
and so this is not an issue about sovereign wealth funds). Furthermore, India
has run a large current account deficit, which has been increasing with the
rising price of oil. In this light, India has a vested interest in properly func-
tioning world financial markets.

India’s Diplomacy at the G8 Summit

How does India look at the G8 in terms of its participation as one of the Os
or B(R)ICSAM countries, in terms of the format and content of the dia-
logue, and in terms of the expansion of the G8, including its possible mem-
bership? India’s approach to the issue of its own inclusion—making it a Go,
or by including China making it a G1o, or a G13 with the present Os part-
ners—is one of studied indifference. India is certainly in no hurry; and if
offered a seat at the high table, it would likely make the G8 wait until it suc-
ceeds first in democratizing the UN.

As a founding member of the UN even before the country gained inde-
pendence in 1947, India has always supported the organization as the sole
legitimate body to secure international peace. A dominant aspiration is to
join the UNSC as a permanent member. According to widely shared opin-
ion in the country, India should have received a permanent seat along with
veto power already at the founding in 1945. The basic arguments mobilized
by India in its ongoing bid reveal a mix of structural and functional argu-
ments. Representation by population remains a built-in component. But
this traditional claim has been joined by new claims based on India’s 21st-
century status, because of its high rate of economic growth together with
other features, most notably its access to the nuclear club.

The official position also consistently links the UNSC’s lack of represen-
tativeness with the grave deficiencies of the global system and underlines the
cross-cutting nature of the crisis of global governance (Sen 2006). Accord-
ing to the government’s view, admission of India into the UNSC would be
a crucial step to remedy the dysfunctional structures of the UN system.
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New members would, it is claimed, take steps toward reform in the interest
of all member states, also by modifying and restricting the execution of veto
power. India’s special attachment to the UNSC also shows in the fact that it
is one of the few member states that has been elected six times to this body.

Under such circumstances the Indian government has left the debate
about the need for reform of the G8’s format and functioning to others. It
offered no official response in the run-up to the 2007 Heiligendamm Sum-
mit, even when, a week or so before the summit, German chancellor Angela
Merkel told the German parliament that “she did not want to create a G13”
(“G8 to Expand Relationship with Emerging Nations” 2007).

At the same time, however, government officials have not commented
openly when G8 leaders subsequently endorsed an enlargement model that
privileged India’s standing. This was true when French president Nicolas
Sarkozy, visiting New Delhi in January 2008, backed the proposal of India’s
entry into G8 “to tackle the challenges of the 21st century” (Special Corre-
spondent 2007). He said, “We can solve problems of the world by reorgan-
ising the G8.” Indeed, on this occasion, Sarkozy went so far as to describe the
practice of consulting Os as an “injustice to the 2.5 billion inhabitants of
these nations” and asked “Why this third grade treatment to them?” A week
earlier, British prime minister Gordon Brown had made a similar plea:
“major threshold nations” should be invited into the G8 in view of the “new
realities.” India should have a “prominent role” in an expanded G8: “There
is no future for any big economic bloc which does not include India” (“UK
Favours UNSC Seat for India, Entry into G8” 2008). It was true when Angel
Gurria, the secretary general of the Organisation for Economic Co-opera-
tion and Development (OECD), made a similar plea: Global economic issues
require urgent coordinated action. Therefore, the “G8 should become G13
as soon as we can and ... they should all work together. The G8 cannot solve
any problem without five and the five cannot solve problems without the
eight, so why wait?” (cited in Waki 2008).

Indian diplomacy remains, first and foremost, focused on securing a
seat on the UNSC. Almost every head of state and government visiting India
states his or her country’s support to India’s claim. Sarkozy and Brown did
the same during their visits. With the same serious intent, Indian leaders
visiting global capitals or meeting in various forums take up the issue of
UNSC expansion, including India’s inclusion as a veto-wielding permanent
member. In sum, the first priority remains the democratization of the UN.>

This priority is supported by the major newspaper articles detailing
India’s position on the G8. A strong view expressed in the media is that
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India should not overplay its hand with respect to the G8. In the words of
one commentator, “the crisis of G8’s credibility is not India’s or China’s
headache but that of its current member states. If the advanced industrial
countries of the G8, especially the U.S., fail to collectively realize the folly
of leaving out emerging economies, the loss is theirs, not of India or China”
(Chaulia 2008).

In more subtle language, Amit Baruah (2008) suggests that India should
adopt a hedging strategy toward the G8. India’s main game should continue
to be to gain entry to the UNSC as a permanent member. However, it should
not reject outright the possibility of joining an expanded G8 whether on
the basis of compensation or as a catalyst for the reform of the UN: “It
remains to be seen whether leaders like Sarkozy and Brown will put their
shoulder to the wheel in pushing India’s case at the Security Council. Reform-
ing the G8 is an entirely different proposition.”

In either case, the policy dictum should be one of wait and watch. Given
its foreign policy forays and priorities, especially under the UPA govern-
ment, India is not in a hurry to signal its intentions. Besides, it is likely that
India, if and when invited, would take along the tag of being a developing
economy on the path of sustained high growth. In other words, India would
strive to effect some changes in the work and agenda of the G8. Current for-
eign policy thinking posits India to be at the crossroads of Asian trade and
culture, and the Asian geo-strategic architecture will see more of India’s
attention in the immediate future. India’s presence in the G8, in whatever
form and manner, will mark a change in the essentially trans-Atlantic char-
acter of the group. India is convinced that the centre of global economic
gravity is shifting toward Asia. Although as finance minister Palaniappan
Chidambaram has said, it will not happen quite as early as some as pre-
dicted. Indeed, Kishore Mahbubani and George Yeo Yong-Boon of Singapore
have pronounced the shift already in favour of Asia, or, at the least, away
from the United States.®

India could benefit from several factors by joining the G8. The G8 rep-
resents the power base of democratic, open market economies, and of all the
prospective candidates, India has better credentials as an example of a suc-
cessful and stable market democracy. A Gg with India would also help bring
multilateralism back in international relations. India recognizes the UN’s
many failures to react effectively to international crisis situations. A Gg
would require the U.S. to recommit itself to multilateralism, both within
and outside the UN system. With the issues of trade, aid, health, and cli-
mate change gaining increasing importance on the G8 agenda since the 2005
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Gleneagles Summit, India’s inclusion would help a Gg strengthen multilat-
eralism as well as secure American commitment. As an example, it was India
that convinced the U.S. at Heiligendamm to agree to future negotiations on
climate change under the UN Framework Convention on Climate Change
(UNFCCCQ).

How does India look at the Heiligendamm Process? In place of member-
ship expansion, the G8 offered the Os this two-year, issue-specific, struc-
tured dialogue aimed at enhancing freedom of investment and investment
conditions including corporate social responsibility, promoting and pro-
tecting innovation in national policies, defining common responsibilities
for development and sharing knowledge for improving energy efficiency,
and facilitating technological cooperation with the aim of reducing green-
house gas emissions. Merkel (2008) hailed HP as a crucial mechanism for
international cooperation—a process of permanent contact, established for
the first time, between the industrialised countries and the major emerging
market economies. The Indian media has described the HP in general terms
as a sort of window dressing, and certainly not a precursor to institutional-
izing the Os or B(R)ICSAM. Of importance to India are also questions about
the framework within which the ministerial-level dialogue will take place or
about how the HP secretariat will operate. India is not keen to have the dia-
logue at the OECD.

India’s experiences at Heiligendamm contrast with those it had at the
2006 St. Petersburg Summit. Indian diplomacy was skillful at St. Petersburg,
building upon its “natural alliance” with the U.S. on the one hand and, on
the other hand, successfully engaging China and Russia in the first ever tri-
lateral summit in support of a “multipolar world” (Saran 2006).7 A key
development was the manner in which India effected a change by success-
fully adding the issue of cross-border terrorism to the G8 agenda. The
St. Petersburg Summit was taking place just days after the serial bomb blasts
in Mumbai suburban trains and terrorist attacks in the capital of Jammu and
Kashmir. It was said that India steered and supplemented the G8 statement
warning all those who organize, sponsor, and incite terrorism (see G8 and
Outreach Partners 2006). Foreign secretary Shyam Saran had described it
as a “major diplomatic gain for India” (Qisa’i 2006). Certainly there were three
real gains for India from the statement: an unprecedented international sol-
idarity with India’s struggle against terror, a collective warning that Pak-
istan must watch out, and the assertion that terrorism in the region affects
all countries and is a threat to international peace and security—an expres-
sion that carried the potential of a discussion and action at the UNSC. Prime
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Minister Manmohan Singh (2006) expressed “satisfaction” at the outcome
of the G8-Os session, saying that it “embodied the spirit of international
cooperation” and the documents adopted by G8 reflected “a willingness to
work in partnership with developing countries.”

By way of contrast, India found the spirit of cooperation and partner-
ship missing at Heiligendamm. There were a series of disappointments that
put a negative edge on its attitude concerning the 2007 summit. The G8 had
issued the joint statement before any formal consultation with Os had taken
place. Singh (2007) brought this up with the G8 leaders and then later told
the media:

We were not active participants in the G8 processes, in fact G8 communiqué
was issued even before our meeting and we did make the point that in future,
if similar meetings have to take place, then we should get a chance to dis-
cuss issues of our concerns before the G8 meeting.

Indian media stressed the extreme seriousness with which the prime min-
ister noted the future of Os participation:

I hope that next year’s meeting, if we are invited, will be in a form in which
we have a chance to interact with the G8 nations before they interact amongst
themselves (Singh 2007, emphasis added).

His observations did not evoke any positive response from the G8 lead-
ers. Rather, Indian officials accompanying the prime minister felt that G8
leaders were “patronising” toward the Os (Bidwai 2007). It was once again
the Indian prime minister who chose to correct the misperception:

And I said we have come here not as petitioners but as partners in an equi-
table, just and fair management of the global comity of nations which we
accept as the reality in the globalised world (Singh 2007).

India had anticipated that, in light of the G8 agenda, it would be pres-
sured to agree to capping its greenhouse gas emissions. It was ready to resist
and, if necessary, even hide behind the stated position of the U.S. to avoid
any attempt at imposing quantified responsibility on emissions. However,
what probably irked India most was the G8 statement on nuclear non-pro-
liferation. It was discernibly more restrictive in terms of access to the nuclear
fuel and technology, even for the signatories to the Non-Proliferation Treaty
(NPT). It clearly spoke of “alternative strategies to reduce the proliferation
risks associated with the transfer of enrichment and reprocessing goods and
technologies” if the Nuclear Suppliers Group (NSG) failed to agree to tighter
rules by next year (G8 2007).
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There was more to India’s disappointment. The Heiligendamm state-
ment repeated ad verbatim the statement from the summit at St. Petersburg.
It stated:

We note the commitments India has made, and encourage India to take fur-
ther steps towards integration into the mainstream of strengthening the
non-proliferation regime so as to facilitate a more forthcoming approach
towards nuclear cooperation to address its energy requirements, in a man-
ner that enhances and reinforces the global non-proliferation regime (G8
2006; 2007).

The statement perceptibly belittled the series of domestic and foreign
policy initiatives India has taken in recent years to strengthen global non-
proliferation regime. Among Indian officials, there were two views on this.
One view was that the round-about formulation reflected the lack of clear
consensus among G8 members on civilian nuclear cooperation with India.
The other view was that the G8 still looked at India as a target and not as part-
ner in the global non-proliferation efforts. Germany and Japan were report-
edly ambivalent on the issue of nuclear trade with India. What was most
disconcerting from the Indian viewpoint was the clear U.S. push for tighter
nuclear trade rules at the NSG at a time when the Indian government had
announced its intention to negotiate with the group after working out an
India-specific safeguard agreement with the International Atomic Energy
Agency (IAEA).

The Heiligendamm Summit will most likely be known not so much for
offering a structured dialogue but for the new dialectic that emerged among
the Os. In keeping with the tradition started at the 2005 Gleneagles Summit
and carried on through St. Petersburg, it was President Felipe Calderén of
Mexico who invited the heads of Os for a meeting in Berlin “to share per-
spectives and find convergences about the topics” that were to be discussed
at the outreach session of the G8, as well as “to exchange views on various
significant international issues” (Prime Minister’s Office (India) 2007). The
Os statement welcomed the opportunity for collaboration with the G8 on
the four subjects that had been identified in the joint G8-Os5 statement.
However, the Os also insisted that all these issues must be addressed “from
a multilateral, regional and bilateral perspective, taking into consideration
the interests and capacities of the different states.” Just as noteworthy was the
Os’s reaffirmation of the need for the active participation of developing
countries in strategies to tackle global issues. The leaders asserted that they
themselves can make a decisive contribution “to increase the participation
of developing countries in this process.”
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Without disagreeing with the G8 or G8-O5 agendas, the five identified
their own separate agenda. The topics that stood out as those of top concern
to developing countries are global governance, international trade, biofuels,
migration, climate change, and South-South cooperation. In matters of
global governance, the Os reiterated their demand for democratic gover-
nance, which required “priority” given to the reform of the UNSC and greater
participation of developing countries in Bretton Woods institutions. On
international trade, the five demanded the elimination of agricultural sub-
sidies and trade-distorting practices by the developed countries. They also
noted that international migration, as an aspect of globalization, must be seen
positively in relation to the development of both the sending and receiving
countries.

The five also signalled that their dialogue, on the margin of G8 summits,
constituted a new form of South—South cooperation, which has become
more feasible with the growing strength of developing countries. Indeed,
the five reportedly engaged in some joint thinking on their future partici-
pation in the Outreach Dialogue. There was a broad unanimity that G8 has
limited utility for the developing world. In this context, Brazil proposed a
separate full-fledged summit of the five. Brazilian president Luis Indcio
Lula da Silva proposed regular summit-level meetings so that Os meetings
no longer remain incidental to the meetings of the G8. All the five wel-
comed the proposal but deferred a formal decision on the shape of their
future summit-level interaction. Nevertheless, they all agreed to hold reg-
ular consultations in the future on issues of common interest and to coor-
dinate their positions.

To consolidate their separate dialogue, the foreign ministers of the O5 met
at the margin of UN General Assembly (UNGA) session in September 2007.
As The Hindu clarified, “the idea is not stop engaging with the G8 but to
explore the full range of issues that the G5 can work on itself” (Varadarajan
2007a).

In principle, the idea of a grouping of the five high-growth emerging
economies looked highly valuable. Admittedly, the system-shaping capabil-
ity of the five remains limited, and they are known to take divergent posi-
tions on international issues ranging from UN reform to migration.
However, their capabilities are growing. Besides, there is much that is already
happening among the five. China was India’s largest trading partner in
2007. The O5 may account for only 11 percent of the gross world product
when measured in real exchange terms, but as a group they represent 42 per-
cent of the world population. In absolute GDP terms, India accounts for
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about 2 percent of the global economy and is much smaller than the small-
est of the G8 economy, but it is a market of more than 300 million middle-
class consumers.

For all this, the Os is neither a rival to the G8, organizing emerging and
other developing economies, nor is it an alternative to the expansion of the
G8. It is essentially a vehicle to leverage the format and agenda of the G8. As
Shivshankar Menon put it, “this is slow, steady progress. We find value in this
and we intend to do this in future” (Madhavan 2006). Playing on the word
“outreach,” he quipped, “It is out for them, not for us.”

All five Os countries contend with some distinct economic and strate-
gic circumstances. “We come from the same interest—primacy to develop-
ment—and we need to have a balance,” explained Menon about what unites
the Os and distances them from the G8 (Madhavan 2006). The group’s con-
cerns are the stalled WTO trade negotiations, inclusive development, migra-
tion, terrorism, and reform of international institutions—subjects that did
not arouse the interest of G8. What added heft to the Os initiative was the
disarray that was evident in the ranks of the G8 on issues of climate change
and U.S.-Russian exchanges on the missile defence system. As Manmohan
Singh (2007) told the Indian media, climate change “was essentially a dia-
logue among G8 countries with sharp differences between U.S. and EU
[European Union] and they have been aiming to paper over those differ-
ences.” Yet the G8 was trying to impose a glass ceiling on the Os. Singh
admitted that “of course there are demands on countries like China, India
and Brazil to accept obligations to reduce gas emission” and “we said that we
have not come here to discuss targets or accept internationally enforced tar-
gets on us.”

The final outcome of the summit—two vague, non-binding promises of
more aid to Africa and a reduction in the greenhouse gas emissions—could
hardly be described as success. Rather the compromised and short-term
nature of the commitment raised the issue of the credibility of the future
summits itself. There was some scepticism about India’s participation as an
outreach partner. One Indian official quipped: “I am trying to figure out
why are we here? What do you gain out of it? India is not going to catch up
even with China in the coming years and we are nowhere near the U.S”
(Bhatt 2007).

The entire process of consulting with the Os has also raised questions
about ethics and propriety. As quoted earlier, Sarkozy described the process
of consultation as third-grade treatment. In the assessment of The Hindu the
outreach process is a “meaningless and demeaning ritual” that the Os are
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being made to go through, while there are other respectable and useful
forums such as the IBSA Dialogue Forum, the trilateral dialogue, and the
BRICs (Varadarajan 2007b). The engagement of this last grouping is high-
lighted by the meeting in May 2008 in Ekaterinburg, Russia, attended by
Indian foreign minister Pranab Mukherjee.

India remains keen to engage the G8, whatever the format and the level,
if for no other reason than to leverage it for its domestic economic transfor-
mation. It would reach out to the G8 but bring along its own agenda. This
dynamic can be seen most distinctively in the productive manner by which
India has tried to engage in the area of energy. In policy terms, this is one
of the country’s priority issues along with trade and investment and also
water. It is also an area where there are deep internal agreements in India.
The practical test will be whether the Os or B(R)ICSAM process addresses
this type of agenda constructively.

As an emerging power, India is not walking out on the G8. But it is also
using the G8 as part of an elaborate balancing act. Engagement with the G8
is not exclusive. India is attracted to other groupings and bilateral relations,
and it fully appreciates its ascending rank in the evolving global order. The
fundamental lesson of the HP for India is that it has accentuated the fact that
the international system is truly in a state of flux, and that no single group-
ing of countries—even if they are the most powerful ones in economic
terms—can presume to have the solutions to the world’s problems (Varadara-
jan 2007a).

Notes

1 Yoginder Alagh, personal communication, April 2008.

2 For more on India’s work on securing strategic partnerships see Blair, Singh, and
Barroso (2005), Kapila (2004), United States State Department (2004), and Japan
(2006).

3 For a discussion on the democratization of the UN see Mbeki (1999). On the debate
over UN reform, see Luck (2005).

4 See Goldstein (2007) for further information on the growing strength of multina-
tional corporations from emerging economies.

5 See Parthasarathy (2006) for greater discussion on India’s attempts to reform the
UN.

6 See Mahbubani (2004) and Waki and Ferreria-Marques (2008).

7 For more on the relationship between India and the U.S. see Cohen (2005).
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Brazil and the G8 Heiligendamm Process

Denise Gregory and Paulo Roberto de Almeida’

A new economic geography has taken shape, with many more players whose
aspirations to play a stronger role in the global economic decision-making
process need to be addressed. The rules of the game and the team of inter-
national institutions put in place after the Second World War appear inad-
equate to cope with today’s situation and future issues. The world at that time
encompassed no more than five dozen countries, compared to today’s 192
members of the United Nations. It is clear that those more recently estab-
lished states would like the present governance arrangements and decision-
making processes to reflect this new world.

The Heiligendamm Process, which began at the 2007 G8 summit hosted
by Germany, recognized that the major emerging countries should become
key partners in shaping global governance.? Brazil, China, India, Mexico,
and South Africa were invited to participate in the summit, due to their eco-
nomic size and growth rates, their relevance for regional politics and secu-
rity stability, and their role in managing social and environmental problems
with global impact. As stated by the World Bank (2007, 30), “one of the
biggest challenges will be shaping a new global architecture that can take
into account the increasing diversity of countries and interests and allow
for peaceful resolution of emerging global tensions,” as, for example, increas-
ing competition for scarce resources, availability and access to strategic com-
modities such as energy, and additional strains on the environment.

In this era of globalization, emerging powers have come to depend less
on the North and more on each other. This phenomenon therefore explains
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the explosion of South—South flows of trade and investment. A larger, indeed
increasing share of global trade is conducted among developing countries,
and many new agreements for liberalizing trade are being negotiated between
them.

This chapter examines the deep economic, social, and political trans-
formations that Brazil has been going through, and its strategic and tacti-
cal position in relation to the Heiligendamm Process. It touches on many
questions, starting with whether this South American “giant” wants to be part
of an enlarged club, whose rules have already been set by its older mem-
bers. Or would it prefer to pursue options outside the G8, including cham-
pioning the traditional solidarity with the developing world or its favourite
South American regional associations? How ready is Brazil to commit fully
to the international set of governance norms and values that were defined
by the big powers? Does it see itself participating and sharing in the respon-
sibility for global and regional schemes for peace and stability, in parallel
with G8—in other words, does it see itself maintaining the status quo? Or
alternatively, does Brazil seek to test its leadership independently and has thus
decided to present itself as a source of a new legitimacy, contributing to
what many call multipolarity? How does Brazil manage its various current
undertakings, including the India—Brazil-South Africa (IBSA) Dialogue
Forum, which has recently extended to include joint military exercises.?

Another undertaking is the restructuring and strengthening of South
American integration, first through the enlargement of Mercosur to include
Venezuela (and possibly also Bolivia), then by way of the South American
Community of Nations (Comunidade Sul-Americana de Nag¢des [CASA]),
which has now been superseded by the Union of South American Nations
(Unasur).4 Furthermore, the new political grouping of Brazil, Russia, India,
and China (BRIC), first conceptualized in a study paper by Goldman Sachs,
is now converting itself into a diplomatic reality. Other regional initiatives,
such as the summits bringing together the leaders of South American and
Arab countries on the one hand, and the African countries on the other,
constitute structured means of expanding and strengthening the dialogue
and economic ties among them. Should all those endeavours be seen as a part
of Brazil’s double attempt to change the world power axis and establish a new
trade geography, as its leaders have repeatedly stated? Has Brazil the eco-
nomic and political clout and the diplomatic leverage to handle all those
issues within the possibilities of its existing resources and the capabilities
of its professional diplomacy? How is the exercise of the Outreach Five—
Brazil, China, India, Mexico, and South Africa, whose leaders have been
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invited to each G8 summit since the 2005 Gleneagles Summit—seen by
Brazilian current political and diplomatic leadership?

This chapter addresses these issues by examining how Brazil is dealing
with regional and international questions. It will focus on how Brazil is
strengthening its relations with the G8, as well as on how Brazil is pursuing
its own approach to the international agenda, both with regard to its allies
in the Outreach Five and with regard to its bilateral dialogues with G8 mem-
bers. First, it deals with the structural variables that influence Brazil’s eco-
nomic and diplomatic integration into the world economy and politics,
specifically the economic leverage and diplomatic weight that support its
willingness to play a greater role. Then, it analyzes Brazil’s position vis-d-vis
the international economy, and its status in the world, by highlighting its
strengths and weaknesses compared with other relevant emerging countries.

The chapter then goes on to examine Brazil’s current activities in prac-
tical diplomacy, that is, its efforts to acquire a new world leadership role—
by presenting its candidacy for a permanent seat on the United Nations
Security Council (UNSC)—and to establish its leadership credentials in
South America. In this regard, some unique characteristics of Brazil’s for-
eign policy and diplomacy, which are heavily influenced by its domestic
party politics since the 2002 election of Luis Indcio Lula da Silva, are discussed.

Finally, the chapter deals with the Brazilian position toward the Heili-
gendamm Process, taking into account the common agenda with the other
Outreach countries. This is a two-track approach, as Lula’s diplomacy
departs, in many respects, from the traditional worldview of the career
diplomats in Itamaraty (Brazil’s foreign ministry) as well as from the views
of those outside official diplomatic channels—opinion makers, entrepre-
neurs, scholars, and other members of the foreign policy community.¢ These
“outsiders” may have differing views on how Brazil could and should tackle
the issues of economic interdependence. Some favour, for instance, an
approach similar to the Organisation for Economic Co-operation and Devel-
opment (OECD) in engaging Brazil more forcefully with the Heiligendamm
Process. According to Rubens Barbosa (2005, translation by authors), “Lula’s
foreign policy somehow relegates relations with the developed world. Adhe-
sion to OECD—which should deserve the same priority given to Brazil’s
campaign to gain a permanent seat in the UNSC—would repair this mis-
perception.” This discussion could be presented as an analytical view of cur-
rent conceptual framework for Brazil’s global action, by taking into account
both the ideological mindset of its leadership and alternative visions that exist
in the society.
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Brazil on the International Stage

Brazil is often considered as an emerging power at the global level, having
been seen as one of the major countries in the evolution of the world econ-
omy, as one of the BRICs. Together with Mexico, South Africa, India, and
China, it has been invited to join the G8 countries in the Heiligendamm
Process, which is still an incipient dialogue but could lead to a new group,
perhaps a G13, to discuss issues regarding world governance and global eco-
nomic decision making. Brazil is also recognized as an important player at
the regional level, since its political leverage and economic strength are, of
course, greater in the South American context.

The BRIC countries—which are actively engaged in the formalization of
the group—have in common the continental proportion of the territories,
the dynamism of their economies (especially China), high income and demo-
graphic concentration, and a high degree of informality in the sales and
service sectors. These countries seek a strategic position in order to inten-
sify their integration into the world economy and politics. Their shared
agenda includes membership in the World Trade Organization (WTO)—
with the exception of Russia, which is not yet part of it—and opposition to
barriers to developing country exports. It also includes support for greater
global equity and redistributive justice, i.e., defending special mechanisms
to deal with the global trade regime inequalities and with their develop-
mental needs. Additionally, there is an intensification of strategic alliances
among these countries in trade, direct investment, and technology, as well
as coordinated multilateral negotiations on energy and environmental issues,
such as the adoption of defensive positions in climate change discussions.

Based on statistics from the last ten years, it is not difficult to acknowl-
edge that Russia, India, and China—the “RICs”—have a much more dynamic
economic scenario than Brazil does, in terms of economic growth, domes-
tic transformations in infrastructure and information technology, and in
technological and capital flows. In the recent past, the South American geo-
graphic giant has shown reduced capacity for savings and investments, due
to an oversized state and government expenditures in line with OECD lev-
els, with a per capita gross domestic product (GDP) five or six times smaller
but well above (10 to 12 points) the average savings and investment rates of
other emerging countries. Moreover, Brazil has historically presented a low
coefficient of external opening (foreign trade ratio to GDP), and its eco-
nomic and political leaderships are less prone to dismantle its protection-
ist policies. In this sense, and notwithstanding being the tenth major world
economy—a rank due partly to the relative overvaluation of its currency—
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Brazil has only around 1 percent of world exports, holding the 25th posi-
tion as an exporter and importer. Of course, its sheer size and vast natural
and economic resources give Brazil an importance on the world stage.

Despite being the only one of those countries not in possession of nuclear
weapons or extensive and well-equipped armed forces, Brazil is capable of
exercising a substantial degree of leadership in some of the issues on the
multilateral agenda. Indeed, Brazil’s leadership capabilities are more in the
realm of economics—such as multilateral trade negotiations (although less
in financial or technological issues)—than on peace or security issues, where
Brazil has less leverage to act on its own. Brazil prefers to join UN initiatives
in peacekeeping operations, rather than in peacemaking, as shown in the
case of its command of the United Nations Stabilization Mission in Haiti
(MINUSTAH) launched in 2004.

At the end of the Cold War, as the world order was being transformed
by the demise of socialism and the affirmation of a sole superpower, Brazil
struggled with its highly unstable, in fact erratic, economic policies of the
1980s. It still had to overcome the burden of external debt and an impervi-
ous inflationary process. The macroeconomic stabilization plan—Plano
Real—started by Fernando Henrique Cardoso when he was finance minis-
ter (1993—94) was a success in a very long series of failed attempts at curb-
ing inflation and reducing the public finance chaos.

In spite of the financial crises that affected Brazil in the late 1990s and early
2000s, which led to the three successive agreements with the International
Monetary Fund (IMF) in 1998, 2001, and 2002, the stabilization plan was
consolidated during Cardoso’s two presidential terms (1995-98 and 1999—
2002). As a consequence, Brazil was able to take a more assertive role in both
the international and regional agendas and assume an increasing leverage in
special topics of global impact, such as renewable energy sources.

The Brazilian industrialization process, since the second half of the 20th
century, constituted one of the most successful examples of the import sub-
stitution model: a state-led industrial policy with strong import controls.
During the 1960s and ’70s the model incorporated the export component:
the promotion and diversification of exports. As a proof of its efficacy,
exports jumped from USs$1.6 billion in 1964 to around US$33 billion in 1988.

In the early 1990s domestic fiscal constraints associated with external con-
straints—the creation of Mercosur and WTO, which imposed new rules and
commitments—Iled the way to economic opening and trade liberalization.

The Cardoso years brought complex regulatory and institutional changes,
which made a significant impact on Brazil’s domestic macroeconomic reality,
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as well as on relevant elements in the realm of foreign policy. The country
opened up to trade and investments and experienced one of the most ambi-
tious privatization plans in the world, attracting huge amounts of foreign
direct investment (FDI).

Brazil occupies a position that is singular within the contemporary sys-
tem of international relations. It is certainly a “country-continent” that, in
exploratory analyses, can be classified in the category of “monster coun-
tries,” as George Kennan once referred to the other giants such as the U.S.,
Russia, and China, or even an “anchor country,” as German political soci-
ology prefers to call them (Ankerlinder).” This type of political characteri-
zation is certainly ambiguous, since the primary dimension of the population
data and the physical size of the territory do not always correspond to pro-
portional importance in international relations or in the global economy, as
is the case of China during a specific period of the 20th century or the case
of Russia at the end of that century.

Among these major players, who are emerging or are already known as
big powers, Brazil is presumably destined to play a prominent role in the
changing scenarios of global governance. Based on trends to date, the role will
be probably on the side of the economy rather than on the strategic military
side. As a large producer of commodities and the first worldwide producer
of along list of raw, mostly agricultural materials, Brazil is blessed with sub-
stantial biodiversity and immense reserves of natural resources. In its first
three or four centuries as a state, Brazil, quite efficiently, offered up to the
world basically dessert products: sugar, coffee, cocoa, and a few others.

A wide range of other goods—grains, meat, orange juice, minerals—
currently complements the list of raw materials, in addition to manufac-
tured goods of low technological intensity (textiles, shoes, some appliances).
Brazil’s foreign trade is strongly diversified, both in terms of products and
markets. In 2007, basic products exports were responsible for 32.1 percent of
total Brazilian exports, while manufactured products represented 52.3 per-
cent and semi-manufactured products represented 13.6 percent (Ministério
do Desenvolvimento [MDIC] 2008). Today, Brazil is still a competitive com-
modities supplier—and it will certainly remain one, with more value-added
foodstuffs and raw materials, but it is also on the front line of state-of-the-
art technology, such as Embraer civil aircraft. In the future, and for the first
time in its economic history, Brazil will become a relevant supplier of renew-
able energy products, from sugarcane ethanol to biofuels in general, not
only in terms of the product itself, but also equally in its technological and
scientific dimensions. The country will probably be able to put its imprint
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on something globally important: the energy matrix emerging from scarce
oil resources. The process is still in the distant future, but it offers the oppor-
tunity, not only for Brazil, to define a new strategic industry with significant
geopolitical dimensions. Brazilian expertise and technology in sugarcane
plantation, the transformation of sugarcane into ethanol, and the associ-
ated farms and plants that can be used for many kinds of biofuels can, if
properly managed, be transferred to lagging developing countries, such as
those in Africa, starting by lusophone Angola and Mozambique, which have
plenty of arable soil. This implies a mini-revolution in production trends and
trade and investment flows into the developing world.

During the first and second industrial revolutions, Brazil was penalized
for an absence of abundant sources of energy. Lack of coal and oil, together
with the population’s low level of education, hampered its entry into the
modern industrial economy. Today, fully industrialized but still dragging
the heavy baggage of a lagging educational system and with low technolog-
ical production standards (despite a notable rise in academic and scientific
output), Brazil is perhaps preparing to take on a more prominent role in
several areas of the globalization process.

Brazil’s economic growth has lagged behind other emerging economies.
Growth rates have been constrained by a high public debt, excessive taxation,
and insufficient investment, which in turn, has been limited by Brazil’s high
interest rates, extremely complex tax system, weak regulatory framework, and
lack of a competitive labor force. The low growth rates experienced over the
last two decades may, however, persist for the predictable future. Brazil’s
high fiscal burden, compared to other emerging countries, largely explains
that: public current expenditures correspond to approximately 38 percent of
GDP, similar to the OECD’s average, compared to an average of only 28 per-
cent for emerging countries and an even lower rate for the most dynamic of
them (17 percent and 18 percent for China and Chile, respectively). In fact,
total disbursement exceeds 41 percent of GDP, taking into account interest
on the national public debt, which roughly corresponds to a similar ratio of
the GDP (to service its debt the Brazilian government dedicates an equiva-
lent of approximately 6 percent of GDP, partially covered by a budgetary
primary surplus of about half of that ratio).

Early in 2007, the Brazilian government launched the Growth Acceler-
ation Program, with the objective of achieving a growth rate of 5 percent per
year from 2008 onward, by means of increased public and private investment
in energy, logistics, housing, and water sanitation, totalling US$235 billion
in four years. After the first year, the program has shown very modest results.
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As stated previously, of the four BRIC countries, Brazil has been the least
dynamic for the last few years. Nevertheless, maintaining a fairly modest
average annual growth rate of 3.5 percent GDP up to 2050 would be enough
to place Brazil into a new G6 of the world economy by then. Furthermore,
among the BRICs, Brazil has the best market structures and entrepreneur-
ial traditions. They result from a capitalist model developed in a relatively
orthodox manner throughout the 20th century, in comparison with the
diverse socialist experiments in the other three countries. Large Brazilian
economic groups—mainly private, but including Petrobras, the state oil
company—are quickly internationalizing their activities and direct invest-
ments, gaining footholds in the region and elsewhere. This trend is expected
to increase in the foreseeable future, not only through direct Brazilian invest-
ment, but also by means of acquisitions.

A notable fact is that in 2006, Brazilian firms invested US¢27 billion
abroad, making Brazil, for the first time, a net exporter of capital. That
movement gained some importance in the 1990s, and has been concentrated
in South America, especially Argentina, with some incursions in North
America.?

According to one of the big rating agencies, Brazil has just reached its
investment grade; the primary fiscal surplus has remained above 4 percent
of GDP; and reserves stand at around USs200 billion. In 2007, FDI almost
doubled: USs$37.4 billion against US$18.8 billion in 2006 (99 percent higher).
The former peak was reached in 1994, when Brazil attracted USs$32.8 billion
due to privatization programs. That figure went down to US$10.1 billion in
2003.

Since 2002, Brazil has been experiencing an export boom, pushed by the
growth of world economy, the huge and unprecedented world demand for
commodities, especially from China and India, and the effects of that demand
on world prices. Brazilian exports have grown almost 17 percent on average
annually since 2000, while world exports grew at 11 percent. From a deficit
of USs$24.2 billion in 2000, the Brazilian current account jumped to US$40
billion surplus in 2007, a historical record.®

The balance of payments is in a remarkable condition, with current
account surpluses sustained from 2003 to 2007 and exchange reserves
amounting to the total foreign debt. Brazil thus has economic foundations
that make the country less vulnerable to global financial instabilities and
economic downturns in business cycles. An American recession would have
a less severe impact on Brazil, due to its diversified trade partnerships and
the mixed composition of its exporting list.
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If Brazil succeeds in establishing a new social pact that reduces the weight
of excessive taxation and regulation, the country would certainly enter into
a virtuous circle of sustainable growth (although, probably, at more mod-
est rates than other emerging countries), thus preserving macroeconomic sta-
bility. The previous pact, created by the federal constitution, had
overburdened public expenditures. Brazil is still going to maintain, for one
or two generations, an unequal profile in its income distribution, with a
higher Gini coefficient if compared to world average, but it tends to decrease,
albeit slowly, on the basis of macroeconomic stability, educational invest-
ments, and governmental transfers (among them the Bolsa-Familia pro-
gram of cash transfers to alleviate poverty).

Prospective scenarios drawn up by U.S. National Intelligence Council
(2004), a centre for strategic thinking linked to Central Intelligence Agency
(CIA), show a less optimistic trend both for Brazil and for Latin America:

Brazil will likely have failed to deliver on its promised leadership in South
America, due as much to the skepticism of its neighbours as to its frequently
overwhelming emphasis on its own interests. It will, nevertheless, continue
to be the dominant voice on the continent and a key market for its Merco-
sur partners. Brazil will still not have won a permanent seat on the Security
Council, but it will continue to consider itself a global player. Although
Brazil’s economic improvements are not likely to be spectacular, the size of
its economy, along with its lively democracy, will continue to have a stabi-
lizing effect on the entire region. Trade arrangements with Europe, the USA,
and large developing economies, mainly China and India, will help to keep
its exports growing steadily enough to offset its overall lack of economic
dynamism. Even after twenty years, efforts to pass vital reforms to Brazilian
institutions will still be underway. Though the situation is bound to improve
somewhat, the so-called “Brazil cost,” itself a governance issue, will con-
tinue to thwart efforts to modernize the economy thoroughly. Brazil’s com-
plex and burdensome taxation system, fiscal wars between its states, and
the limits of its internal transportation infrastructure, will persist. Taking
advantage of Asia’s hunger and improved ties with Europe, Brazil will
endeavor to offset its structural limitations through its robust agribusiness
sector. Brazil’s sizeable debt and vulnerability to inflation will also remain
matters of concern.

Notwithstanding this sobering projection, Brazil seems to have learned
from the precedent of a permissive inflationary stance, and also seems to
have overcome its financial external vulnerability. In fact, the emergence of
Brazil as a major regional and global player depends heavily on the conti-
nuity of economic domestic reforms and adjustment to new policies.
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Brazilian Ventures Into the Global Scenario and
Into Regional Leadership

As Maria Regina Soares de Lima (2005) writes,

The active participation in multilateral arenas has been a constant in Brazil’s
foreign policy since the end of the 19th century. As the sole country of South
America having participated in the World War I, as a belligerent nation,
Brazil ensured its presence at the 1919 Peace Conference and at the League
of Nations, where it obtained a permanent seat in 1926. It was a founding
member of the United Nations, one of the 23 original contracting parties of
the 1947 General Agreement on Tariffs and Trade (GATT) and took an active
part in the 56 countries conference that established the ill-born Interna-
tional Trade Organization (ITO), at Havana, in 1948. In the 1960s and the ’70s,
the political activism on the scope of the Third World coalition focused on
economic questions at the United Nations Conference on Trade and Devel-
opment (UNCTAD) and the GATT [translated by authors].

Since the mid 1980s, South American regional integration has been the
most important subject of Brazilian diplomacy. Brazil’s recent foreign pol-
icy measures included, at the beginning of the 1990s, abandoning a military
nuclear program, moving toward non-proliferation and alleviating excessive
protectionism in trade and industrial policies. The country came closer to
the economic philosophy of OECD countries. Cardoso’s “presidential diplo-
macy” aimed to consolidate Mercosur and ensure a larger Brazilian pres-
ence in the international scene: he confirmed Brazil’s total de-nuclearization
by adhering to the 1968 Non-Proliferation Treaty (NPT), a treaty that for three
decades was considered by diplomats and military officials as iniquitous
and discriminatory. Since his tenure as foreign minister (1992—93) and dur-
ing his two mandates as president, Cardoso promoted a series of diplomatic
initiatives in South America: the proposal, in 1993, of “the Amazonian Ini-
tiative, with the objective of increasing economic cooperation with countries
of the Amazonian region, such as Venezuela, Bolivia and Peru” (Sennes and
Barbosa 2005, 211); the mediation of Peru—Ecuador conflict (1995 and 1998);
and the establishment of the Initiative for Integration of Regional Infra-
structure in South America (IIRSA), an important instrument for improv-
ing infrastructure and increasing intra-regional trade.°

During the 1990s, under Cardoso, Brazilian diplomacy also underwent
a cautious but relevant conceptual change, replacing adherence to the Latin
America geographic dimension by the South America concept. This was
proposed repeatedly, with attempts to enter into associations or sign trade
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liberalization agreements between Mercosur and all of its South American
neighbours. In reaction to the American-backed project of a Free Trade
Agreement of the Americas (FTAA), Brazil responded in 1994 by proposing
a South American Free Trade Area (SAFTA). Although, at that time it aroused
little enthusiasm in the region, Brazilian diplomats continued to show skep-
ticism toward the FTAA and pushed toward a free trade zone between Mer-
cosur and the Andean community, concluded only in 2004.

Mercosur’s origins were purely bilateral, although conceived as the
basis of a possible process of regional integration. In 1986, Brazil and
Argentina started a program of integration and economic cooperation,
based on sectoral protocols, followed by an integration treaty in 1988. It
intended to create a full common market in ten years’ time. After a deci-
sion taken in July 1990 by both countries to bring forward the planned
common market to 1995, negotiations were enlarged at the request of
neighbours; the treaty creating the Southern Common Market, or Merco-
sur, was signed in Asuncién in 1991, joining Paraguay and Uruguay to the
two big South American countries. The methodology for achieving a com-
mon market was greatly modified: with a view to completing a full customs
union by 31 December 1994, a self-running process of free trade was estab-
lished, instead of a gradual and sectoral approach for dismantling recip-
rocal trade barriers. Chile and Bolivia associated themselves with Mercosur
in 1996, Peru joined them in 2003, and Venezuela asked to be admitted as
a full member of Mercosur in 2006 (but ratification is pending in Paraguay
and Brazil).

More significant changes in Brazil’s foreign economic and political posi-
tion, and in some aspects of its foreign policies, happened under Lula. His
diplomacy has brought a new emphasis, preferential alliances, and a key
change in discourse, and in the way external relations are handled. He has
continued to support political multilateralism, which is traditional in Brazil-
ian diplomacy (but now with an evident anti-hegemonic leaning, i.e., against
American unilateralism), but has also brought a sharp focus on South-South
diplomacy and a strong desire to see Mercosur reinforced and broadened to
be the basis for political integration and a unified economic space in South
America. As Lima (2005) states, “Brazil sees its capacity to mediate conflicts
as its main contribution for the international stability ... The recognition
of its international projection derives from its diplomatic ability, rather than
the recourse to the use of power” [translated by authors]. Lula has helped
to diffuse potential crises in Venezuela, Ecuador, and Bolivia, and Brazil is
commanding MINUSTAH in Haiti.
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The downgrading of trade negotiations with the U.S. within the rank-
ing of priorities was the first change initiated by the Lula government to the
policies inherited from Cardoso. The FTAA was perceived as a project pushed
by the U.S. and one that potentially threatened the unity of Mercosur. FTAA
negotiations came to a standstill in 2004 and were totally abandoned in
2005. For all practical purposes, the FTAA is now dead (although not yet
formally buried by an official decision), and this situation can be attributed
not only to the opposition of some governments in South America—such
as those of Argentina, Brazil, and Venezuela—but also to the unwillingness
of the U.S. Congress to reduce sectoral protectionism, mainly in labour-
intensive industries and in agriculture, and to scrap subsidies and trade-
distorting subventions in agriculture.

Brazil’s new foreign policy priorities have been made reasonably explicit
on several occasions, starting from Lula’s (2003) inaugural statement in Jan-
uary 2003, when he stated that the “greatest priority” of his government
would be “the building of a politically-stable, prosperous and united South
America, founded upon ideals of democracy and social justice. To this end,
decisive action is required to revitalize Mercosur that has been so weakened
by the crises afflicting each of its member states, and by narrow and some-
times self-serving standpoints in relation to integration.” In the inaugural
speech for his second mandate, on 1 January 2007, Lula (2007) reaffirmed
Brazil’s clear choice of multilateralism, the excellent political, economic, and
trade relations maintained with the great world powers, while at the same time
confirming that the ties with the southern world are a priority, especially
with Africa, which he described as “one of the cradles of Brazilian civiliza-
tion.” The “surrounding South America” was newly emphasized as the “cen-
trepiece” of his foreign policy, when he said that Brazil associates its political,
economic, and social destiny to the continent, to Mercosur, and to CASA.!!

Another main theme of Lula’s new diplomacy is the very intense cam-
paign for a permanent seat on the UNSC, which is probably the pet project
of the current administration, and the choice of some privileged partners as
strategic allies—namely South Africa, India, and China, with the possible
inclusion of Russia, on some topics. Another is Brazil’s return to a South—
South activism and the reaffirmed integrationist vocation in South Amer-
ica. More recently, Lula has been actively engaged in the Russian project of
converting the virtual BRIC group into a G4 group—a new formal mecha-
nism of political coordination more amenable to certain diplomatic posi-
tions and different from, and perhaps opposed to, old postures of the Gy.
Brazil’s relationship with China is also a case in point, as Brazilian leaders
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expected a lot coming from the biggest Asian country, including not only sup-
port for the UNSC candidacy but also huge Chinese investment flows to
beleaguered Brazilian infrastructure. Nevertheless, the only tangible result
up to now (as with other Latin American countries) has been a reversal in
the bilateral trade surplus and an overflow of inexpensive Chinese manufac-
tured goods competing with the domestic industry.

There has been much criticism in Brazil of the government’s failure to
conclude trade agreements with the more advanced economies such as the
U.S., despite the fact that it is Brazil’s most important individual trading
partner, particularly for manufactured goods, and is responsible for approx-
imately 17 percent of total Brazilian overall trade. Mercosur has concluded
few preferential trade agreements, limited both in scope or coverage and in
tariff cuts. The Mercosur-India agreement covers only 450 products and the
agreement with the Southern Africa Customs Union (SACU) encompasses
958 products, but trade creation tends to be limited. In December 2007,
Mercosur concluded an agreement with Israel. Also, there have been a few
concrete results of the prioritized expansion of trade ties with countries in
Africa, Asia, and Middle East. As Pedro da Motta Veiga (2005, 17-18) states,
“the multiplication of South—South agreements becomes a political objec-
tive in itself, leading to a complete loss of focus and priorities in the nego-
tiating agenda when analyzed from the point of view of [Brazil’s] trade and
investment interests.”

The rhetoric about Brazilian leadership in South America changed some-
what during Lula’s first mandate from being a more explicit approach toward
a more subtle one, modulated according to the neighbours’ reactions; but
the intention was clear at the start and was affirmed even if in an indirect
manner. Lula spoke many times about a “diplomacy of generosity,” which
implied Brazil assuming some of the costs of an integration project in the
region. The president recommended that domestic importers should prefer
neighbouring countries, even at relatively disadvantageous prices, to bal-
ance the flux of commerce—which clearly favours Brazil, due to the com-
petitiveness of its industrial exporters, its size, and its industrial might on the
continent—and thus contribute to common prosperity in the region. Mex-
ico, in this context, is seen more as a competitor in regional markets, than
a welcomed partner or a fellow Latin American, compounded by the fact that
its commitments within the North American Free Trade Agreement (NAFTA)
seem to lower the value of previous regional agreements in the framework
of the Latin American Integration Association (Associacdo Latino-Ameri-
cana de Integragdo [ALADI]).
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Diplomatic activism in South America, preferably with an expanded
Mercosur as the basis for diverse regional initiatives, may have paradoxi-
cally resulted in adverse reactions to an expansion of Brazil’s influence. In
Mercosur, for example, worries about Brazil’s “excessive weight” may have
likely influenced the decision of the smaller countries to support the polit-
ical entry of Venezuela into the integration scheme of the Southern Cone.
In fact, Venezuela’s admission into Mercosur, as well as the acceptance of
Bolivia—irrespective of the latter’s incapacity to incorporate the whole set
of new obligations in terms of trade policy, starting with Mercosur’s com-
mon external tariff—could do more harm, instead of strengthening the frag-
ile customs union.

Also, Brazil’s proposal for CASA aroused mixed reactions among neigh-
bouring countries, which resisted the Brazilian offer, made at the April 2007
meeting in Rio de Janeiro, to establish a technical secretariat in that city.
Venezuelan president Hugo Chavez proposed its replacement by Unasur,
and pushed for the secretariat to be established in Quito, apparently consid-
ered a more favourable location, under the presidency of Rafael Correa.

Such Brazilian diplomatic activism has been present since the very first
day of the new administration, when Celso Amorim, Lula’s minister of for-
eign relations, took advantage of the presence of his colleagues from India
and South Africa, in Brasilia for the inauguration, to propose the creation
of the G3 or IBSA. This initiative is one of most cherished by the current
administration, and Itamaraty has invested a lot of resources—diplomatic,
financial, technical cooperation—in a variety of areas (cultural, educational,
technological, productive, and many others), which include summit-level
meetings and the tentative coordination of political objectives of the three
countries in relevant issues of the international agenda. IBSA is directed not
only at coordinating multilateral issues such as peace and security, trade,
and development, but also at strengthening bilateral ties in many other fields
of common interest of the three countries. A critical note can be raised at
this initiative: besides their similar condition as developing countries, Brazil,
India, and South Africa do not share much in common in terms of social
problems or educational patterns, to say nothing about political structures
and economic systems, despite a political willingness to extend trilateral
cooperation in educational, social, and other typical domestic issues. Also,
shared views in the diplomatic domain could perhaps conceal many other
differences regarding each one’s positions in the international agenda.

The same activism has shown up in the inception of G2o developing
countries, a coalition created at the 2003 WTO ministerial meeting in
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Cancun, Mexico, with a view to promoting the interests of developing coun-
tries in agricultural negotiations.!2 It has been considered an essential instru-
ment for reaching the goals of changing the world’s power relationships and
establishing a new international trade geography. Although the G2o devel-
oping countries is more consensual in its “offensive agenda” (the dismantling
of protectionism and subsidies in rich countries) than in its “defensive
agenda” (the retention of protectionism in industrial and farm policies in
some countries, and the retention of agricultural subsidies in China and
India), it has become a real protagonist in multilateral trade negotiations,
and was perceived in Brazilian society as capable of generating significant
results. The group is led by India and Brazil, with China assuming a more
timid posture. The critical issue, however, is how to reconcile the interests
of the more capitalist, open, and mercantile agricultural systems, such as
those of Brazil and Argentina, with those of China and India, which are
based on small, low-productivity family holdings that cannot compete on
a world scale like the former.!3

Comparable efforts have been made to transform the BRIC concept into
a real diplomatic action. Several informal consultations have been held at for-
eign ministers level.!* In May 2008, Russia hosted the first formal meeting
of the BRIC foreign ministers, which is intended to repeat annually on the
margins of the UN General Assembly. Its purpose is to institutionalize the
dialogue and cooperation in the areas of trade, energy, environment, and
development. This move would clearly be in Brazil’s interests, as Russia,
China, and India have a real share of world power due to their nuclear sta-
tus and greater relevance in the global economy. Current Brazilian diplomacy,
guided by the same political motivations that inspired equivalent initiatives
at South—South level, sees those three countries as indispensable allies in
opposing the unilateralism of great powers, that is, the United States, first
and foremost.

Brazil’s foreign policy priorities, under Lula, have been pursued through
traditional diplomacy (Itamaraty’s activism, reputed for the excellence of
its diplomatic staff) and through especially active presidential diplomacy, to
which it is possible to add the so-called party diplomacy of Lula’s Workers’
Party (Partido dos Trabalhadores [PT]). It consists of privileged links and
alliances between the progressive and leftist movements, such as the social-
ist and Marxist parties—mainly in Latin America, where they are organ-
ized in the Sao Paulo Forum—as well as the so-called social movements,
whose political agenda and focus are close to those of the World Social
Forum.!> The current priorities are the push for South American integration,
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the so-called South—South diplomacy, and the strategic alliances with some
of the large non-hegemonic players. Moreover, the head of the president’s
foreign advisory staff is the former secretary for international relations of
the PT.

The actual results are somewhat confusing, as Brazilian foreign policy can
be marked by a double standard, one strand emerging from official diplo-
macy, the other being a political demand of PT.!¢ Traditionally, Brazilian
diplomacy was an Itamaraty monopoly. Under Lula, there are multiple play-
ers or political agents that participate in the formulation and implementa-
tion of current Brazilian foreign policy and can be found at different levels.
Because sometimes they appear to be uncoordinated or engage in different
kinds of discourses, they create the impression of a fragmented decision-
making process. The explanation for this new feature of Brazilian diplo-
macy can be found in the multilayered character of decision-making that
inserts novel actors into a previously more homogeneous procedure.

Thus foreign policy priorities are the result of many inputs, some not
totally compatible, others openly contradictory. One example is the pursuit
of active policies in the industrial sector, which supports the proclaimed
objective of preserving “policy spaces” for national development strategies
in “total sovereignty”; by contrast, another example is the acknowledged
priority given to common policies in Mercosur. Brazil resists a greater open-
ing in the multilateral trade negotiations, while, at the same time, it pushes
for progress in the regional integration process, which demands diminished
national sovereignty in macroeconomic as well as industrial policies.

As seen above, this hybrid character of Brazilian diplomacy, more than
in any other area of executive governmental activity, combines two world
visions: one grounded in the traditional priorities of the establishment and
the other grounded in the views of the PT. For instance, economic policy con-
tinues to be ruled by the conservative standards of the previous administra-
tion, to the great discomfort of the party’s militants. It is in the domain of
foreign policy, especially regarding South America and the South-South
orientation, that the choices of the Lula government are most similar to the
political orientation of the PT.

Brazil’s Views on the Heiligendamm Process

As explained above, the Brazilian government under Lula intends to build
up an alternative system, composed of non-hegemonic vectors of power,
rather than reinforcing old schemes such as the G8. Nevertheless, Brazil has
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not refused any invitation to participate in the annual G8 summits, although
it has expressed its desire to come for the “main course,” not just for the
“dessert” (that is, that its involvement is reflected in more than just one or
two paragraphs in the final communiqué). At the same time, Brazil intends
to become one of the world’s leading political powers, as evidenced by its
campaign to gain a permanent seat on the UNSC.

Cardoso never attended any of the G7/8 meetings, despite having occa-
sional contact during the financial turmoil of the late 1990s. As happened with
some other leaders of important emerging democracies, he was never for-
mally invited to any of the Gy meetings, which had begun to involve post-
Soviet Russia. Nevertheless, he kept very close contact with various
social-democratic Gy leaders, especially U.S. president Bill Clinton and
British prime minister Tony Blair. These relationships led to an informal
partnership between Cardoso and Clinton, who seemed to have a true per-
sonal empathy for him. Clinton was inclined to see Brazil assume a greater
role in regional conflicts, such as Colombia’s fight against the narco-gueril-
las of the FARC. That kind of involvement met with some reluctance by
Cardoso, who was aware of the limitations on Brazil’s ability to project its
power abroad. Mindful of the objections that would be brought up by
Argentina, he also did not insist on Brazil’s candidacy for a permanent UNSC
seat. Cardoso had always considered Argentinian relations with Brazil within
Mercosur to be so strategic that they could not be endangered by some exhi-
bition of Brazilian willingness to play alone in the great powers’ game.

Lula came to power in 2003 aiming to gain more international space and
engage Brazil widely at the same time, in multilateral negotiations and on
the regional front. His objectives have been not only to gain international
prestige for Brazil, but also to put diplomacy at the service of national devel-
opment. This instrumentalization of Brazilian diplomacy is not new. His-
torically, this political vision, which regards the functionality of diplomacy
as linked to the developmental process of the country, has long been a fea-
ture of Itamaraty’s diplomatic policies designed, and has been described,
by more than one author, as a “diplomacy of development” (see, for exam-
ple, Ricupero 1989).

What may be new in Lula’s government is that this same ideology in for-
eign policy is also present in a national project—with some conceptual link-
ages to the governmental planning of the military regime of the 1970s.
According to Lula, this strategy requires a sovereign national integration
into the world economy and a change in the world power relationships,
together with other peripheral nations. Official statements regarding the
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reinforcement of multilateralism (as opposed to what may be the unilater-
alism of the hegemonic power) and a change in world trade system exem-
plified it. These changing trade relationships show the clear desire of the
current administration for a union of developing countries to enable them
to negotiate, in better political conditions, better exchanges between North
and South, which are today seen as unequal, notably with regard to agri-
cultural protectionism and subsidies.

In a broader sense, what the diplomatic authorities and Brazilian lead-
ers proposed to regional partners and other developing countries outside the
region was a southern coalition that would change the global power relation-
ships (sometimes referred as the axis of world politics). Other proposals
concerned the capacity of southern countries to establish a new world trade
geography, based much more on South—South exchanges than on the sup-
posed dependence on unequal trade with the North.

Countries that Brazil courted could have realized that, in fact, Brazil has
been motivated by, on one hand, obtaining a permanent seat on the UNSC
and, on the other, imprinting Brazilian economic interests on South Amer-
ica. These two national objectives are presented as the expression of a new
multilateral order that takes all players’ interests into consideration. How-
ever, the results have thus far been modest and frustrating, despite the large
diplomatic (and financial) investments made in South America, Africa, and
other regions.

This Brazilian option seems to depart from the ideal route that G7/8
members conceived for new candidates to join their restricted club. In fact,
to gain access to the G8, Brazil should be working toward joining another
restricted club, the Paris-based OECD, which seems to constitute a sort of
“entry ticket” into a G8-plus. Brazil is not a stranger to OECD: it has been
an observer on many of its committees, enjoys the status of full member in
the Steel Committee, and has participated in many of its activities and sem-
inars. Notwithstanding its adequate credentials to join OECD—compared
to other BRIC countries—due to fulfillment of market democracy require-
ments, the current administration shows reluctance in Brazil’s adhesion to
this clubby organization, for both practical and ideological reasons.

The Brazilian government’s unwillingness to join the OECD arises mainly
from conceptual views, or political ideas located at the very heart of Brazil’s
new diplomacy. As seen above, this foreign policy draws on various politi-
cal elements from party diplomacy (formulated, needless to say, while PT was
still an oppositional party, which it was for 23 years). These ideas, as stated
in the PT program, include solidarity among developing countries, and
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toward national liberation movements, the reform of economic capitalist
institutions (supposedly dominated by the great powers), the essential iden-
tity of the South (of course against hegemonic countries), and so on. Those
assumptions are not necessarily consensual within the Brazilian foreign pol-
icy community or even among some target partner countries (namely India,
South Africa, or, in another manner, China or Russia). They emanate from
the PT rather than from Itamaraty, which exhibits traditional ideas and con-
cepts. Those ideas are a hindrance for a more realistic approach by Brazil’s
G8 diplomacy.

With regard to the possibility of Brazil becoming a member of the OECD,

on the one hand, the economic sectors, but also the Ministries of Develop-
ment and Finance, defend this option as part of a strategy of showing the
country’s definitive disposition in accepting new international economic
regulations. On the other hand, the external sector, supported by bureaucracy
segments, sees this option as a precipitated adhesion to the “club of the rich,”
which would cause damage to Brazil’s alliances with countries such as South
Africa, China and India [or, in a broad sense, South—South relations] (Sennes
and Barbosa 2005, 225-226).

From a practical standpoint, Brazil’s current leadership does not intend
to renounce the country’s present status as a developing country, as a full
OECD membership could imply (with its consequences in terms of trade
preferences and other differential treatment for developing countries). On
balance, Brazilian leaders assume that the difference between the intended
objectives of gaining admittance to the OECD and the actual gains derived
from this new status could be negative for Brazil. The point of departure is
a conception that supposes a fixed “peripheral” status for Brazil and a per-
manent or continuing status as a developing country, which cannot be over-
come by the normal path of growth and development along the lines of
other developed nations. Instead of relying on de facto economic interdepend-
ence among all countries—developed or developing alike—Brazil’s leader-
ship assumes, on ideological grounds, that the country needs its own agenda
of sovereign integration into the world economy, with the consequent rede-
finition of the international political and economic order. Lima (2005, 30)
writes that

the eventual incorporation of Brazil, India, and South Africa to the G8,
or the UNSC, although representing an amplified presence and voice of
the countries of the South, may generate problems in their respective
regions, and is not necessarily seen by the others as an improvement of
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their political representation in those forums, but as a co-optation of the
most developed among them. On the other hand, the incorporation of only
one or two of them would undermine the bargaining power of the G3 vis-
a-vis the industrialized countries [translated by the authors].

The Brazilian agenda of transforming the world “from the bottom” does
not seem to attain measurable gains—either diplomatic or economic—even
in the most successful test cases of the new diplomacy, namely the IBSA
Dialogue Forum and the intended special relationship with China. Perhaps
the new BRIC Dialogue will give new strength to the Brazilian world vision.
None of the Brazilian candidacies to head international organizations (such
as the WTO, the IADB, the World Intellectual Property Organization
[WIPO]) received extensive support among its privileged partners—that
is, developing countries—or among its own neighbors in South America. This
is probably due to Brazil’s modest weight in the relevant flow of goods, serv-
ices, technology, and capital, as well as in the provision of technical assistance
and cooperation in a world scale, in relation to its more vocal and quite vis-
ible role in some of the main world forums. In due course, based on the
modest results achieved so far, the practical implementation of regional
diplomacy and the South—South orientation—reaffirmed at the beginning
of Lula’s second term—shows a greater degree of pragmatism, compared
to his first term.

In conclusion, Brazilian leadership, and also its traditional establish-
ment—members of the industrial elite, high-ranking military, and diplo-
mats—are eager to see Brazil incorporated into the inner core of the global
governance, even though there is no clear strategy for achieving this objec-
tive, besides the old demand to be accepted as a permanent member of the
UNSC and to be recognized, by neighbors and big countries alike, as the de
facto leader in South America. PT’s leaders and the president himself con-
tinue to show ideological restrictions to overcoming Brazil’s status as a devel-
oping country and to jump decisively to a “graduate” status. Perhaps a new
Brazilian government, from 2011 onward, can take a more active role in inte-
grating the country into the world economy and be more receptive to work-
ing together with advanced countries, on the basis of a typical G8 agenda,
instead of seeking, as it does today, leadership of the southern, developing
world and pushing for a traditional approach to development (that is, the
redistribution of world wealth, the transfer of technology, international jus-
tice, and so on).

For now, Brazil’s leaders prefer the country to be seen as a responsible
developing country, capable of engaging in a serious dialogue with G8
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leaders, rather than to be perceived by other developing partners as adher-
ing to a rich club agenda. In fact, to share some of the new responsibilities
implied in such adherence, and indeed required by it, Brazil ought to have
much more implicit and explicit powers than it currently enjoys, in terms
of both economic relevance and military preparedness. Although Brazil is
making a great effort at technical cooperation with other developing coun-
tries—mainly in Africa and in South America—its capacity to deliver finan-
cial aid or security abroad is limited. Brazil’s “diplomatic GDP” is somewhat
greater than its real GDP or its strategic capacity to raise the stakes, thanks
to the high quality of its professional foreign service.

Based on its current pattern of economic stability, its traditional capital-
ist modes of production, a moderate appeal for the reform of international
institutions and the restructuring of the world political order, a solid recog-
nition of the virtues of international law and the “force of reason” (instead
of the “reason of the force”), and its multilateral activism in almost all of the
existing intergovernmental bodies, Brazil seems ready to move up the scale
of international responsibilities and new endeavours. The question is: does
Brazil want to accept the rules of the game, as set by a small group—the
G8—that dominates most of the international agenda?

Brazil, of course, does not refuse to engage in a dialogue with current G8
members, from which it demands equal treatment and an unrestricted agenda
for discussions. The point is that Brazil continues to press for a typical devel-
oping country agenda—not different, perhaps, from many of the issues also
raised by India, but without its regional or nuclear weight—and continues
to see the world as divided into these two groups of developed and develop-
ing countries. Today’s leaders tend to choose the language of old-fashioned
third world solidarity, while at the same time engaging in serious negotiations
with other world leaders on relevant issues on the international agenda.

It may seem that changing this ambiguous course is the least difficult
move in practical terms, considering the current advanced level of Brazil’s
industrialization and its technical superiority in terms of a highly success-
ful tropical agriculture. However, such a paradigm shift in diplomatic ide-
ology toward a “less developing” Brazil would represent a Copernican
revolution in traditional beliefs and practices. The concrete fear—in a world
divided according to old North—South lines—is to lose political ground with
other developing countries, beginning with the undeclared claim to achieve
regional leadership in South America.

For the Brazilian current leadership, joining the G8 club would mean
recognizing that there will be no change in the world power axis simply
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because Brazil adheres to the existing one, thus amounting to a reversal in
efforts to establish a new trade system. In fact, the members of the real Brazil-
ian society and economy—those of modern entrepreneurs and urban elites,
and even of most farmers, who produce the bulk of Brazil’s trade surplus—
are probably ready to pursue a new path to political alliances and economic
interdependence with the global economy, if they have not already begun to.
Political leadership is lagging behind on this new agenda, which explains its
hesitation to undertake the complex set of structural reforms that could
lead Brazil further into this brave new world of globalization. A “mental
revolution” is needed in the Brazilian political structure, and the debate is
still open.

Notes

1 The views reflected here are those of the authors and not of the Centro Brasileiro de
Relacdes Internacionais or the Brazilian government.

2 The Heiligendamm Process was announced in the declaration on “Growth and
Responsibility in the World Economy” released at the annual summit of the G8
(2007a) leading industrialized countriesin June 2007. The road map of this process
is described in the joint declaration of the G8 presidency and Brazil, China, India,
Mexico, and South Africa, which includes issues relating to investment conditions;
the promotion of innovation and the protection of intellectual property rights; coun-
teracting climate change, promoting energy efficiency and technology cooperation;
and development policy, particularly in Africa (G8 2007b).

3 The IBSA Dialogue Forum is a trilateral initiative to strengthen South—South coop-
eration, promote themes of mutual interest in the international agenda, and increase
trade and investment opportunities among the three respective countries with the
purpose of alleviating poverty. The conversations began at the 2003 G8 Evian Sum-
mit and was formalized in the Brasilia Declaration in June 2003 (IBSA 2003). The first
IBSA ministerial meeting took place in Brasilia, Brazil, in September 2006, and the
second in Tshwane, South Africa, in October 2007. The original areas of cooperation
were agriculture, climate change, culture, defence, education, energy, health, infor-
mation society, science and technology, social development, trade and investment,
tourism, and transport.

4 CASA is a Brazilian initiative launched in Peru in December 2004, as a basis for inte-
grating the existing trade schemes—namely Mercosur and the Andean Commu-
nity—and including in them other South American countries (Chile, Guyana, and
Suriname). It also acts as technical coordinator for infrastructure or physical inte-
gration programs. After two ministerial meetings and a summit, member countries
decided to replace CASA with Unasur. The treaty to establish Unasur was signed on
May 23, 2008, in Brasilia, with the secretariat being located in Quito, Ecuador.

5 The proposal of an economic group comprising the four largest emerging countries
was originally suggested in a study by Goldman Sachs economists Dominic Wilson
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and Roopa Purushothaman (2003) in an exploratory paper on the evolution of the
world economy up to 2005.Since then other studies, specially “Brics and Beyond”
(Goldman Sachs Economic Group 2007), have enlarged and completed this per-
spective.

For the definition of foreign policy community, see Souza (2002).

7 George Kennan has referred to “monster countries” in several articles as well as

10

11

12

13

14

books; see, for example, Kennan (1993). Ankerldnder is almost official doctrine in
the German foreign office.

Additionally, Brazil is the second largest market in the world for mobile telephones,
executive jets, and helicopters. Brazilians constitute almost half of Latin American
internet users.

There has been an impressive increase in trade between Brazil and the RICs: from
US$488 million in 2000 to US$967 million in 2007, in the case of India; from US$529
million to US$1757 million with South Africa; and from USs1,560 million to USs10,748
million with China (MDIC 2008). Nevertheless, the ongoing crisis, unleashed by
the subprime crash in the U.S. and the overvalued Brazilian currency, is slowing
down this positive trend.

IIRSA was established at the first South American Summit in 2000 to map infra-
structure projects in the region and facilitate investment in infrastructure, energy,
and transport in the 12 South America countries, to be financed by Inter-American
Development Bank (IADB), the Andean Development Corporation (Corporacién
Andina de Fomento [CAF]), the Brazilian Development Bank (Banco Nacional de
Desenvolvimento Econémico e Social [BNDES]), and the private sector.

Brazil’s aspiration for regional leadership is not accepted by Argentina, for matters
of principle, and has recently raised some strain, due, in one side, to intense com-
petition for comparable position by Venezuelan president Hugo Chavez, and, on the
other side, to bargaining demands by small neighbouring countries. Indeed, Lula
himself has expressed his inclination for a diplomacy of generosity toward South
American and African countries, taking into account the relatively more advanced
industrial basis in Brazil.

The G2o—not to be confused with the G20 finance ministers and central bank gov-
ernors—includes 23 members with a balanced geographic representation: five coun-
tries from Africa (Egypt, Nigeria, South Africa, Tanzania, and Zimbabwe), six from
Asia (China, India, Indonesia, Pakistan, Philippines, and Thailand), and 12 from
Latin America (Argentina, Bolivia, Brazil, Chile, Cuba, Ecuador, Guatemala, Mexico,
Paraguay, Peru, Uruguay, and Venezuela). It has been constituted as a recognized
interlocutor in the agricultural negotiations and represents almost 60 percent of the
world population and 26 percent of the world’s agricultural exports.

The Brazilian agribusiness sector underwent a significant modernization process in
the 1990s, increasing its competitiveness both in productivity and in export capac-
ity. The sector was able to draw on solid technical research, which was translated
into demands to eliminate trade-distorting subsidies in international negotiations,
as well as in WTO’s dispute settlement panels.

The idea of constituting a strategic alliance of the BRICs was already expressed in
Lula’s government program. The first informal meetings came as a result of a
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Brazilian initiative, although the idea of a formal group was first raised by the Russ-
ian foreign minister.

15 The World Social Forum (WSF) is an open meeting where social movements, net-
works, non-governmental organizations (NGOs), and other civil society organiza-
tions—opposed to neo-liberalism and globalization—debate ideas, formulate
proposals, and exchange experiences. The first meeting was held in Porto Alegre,
Brazil, in 2001. The WSF takes place annually at the same time as the World Economic
Forum held in Davos, Switzerland, to increase mass protest and try to overshadow
the latter’s media coverage.

16 That ambivalence has resulted in some difficult choices, for instance, when the
Colombian government tried to gain the political support of Brazilian government
in order to label the guerrilla movement of the Revolutionary Armed Forces of
Columbia (Fuerzas Armadas Revolucionarias de Colombia [FARC]) a terrorist group
and faced obvious Brazilian hesitation.
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South Africa
Global Reformism, Global Apartheid,
and the Heiligendamm Process

Brendan Vickers

The presence of our eminent representatives at Heiligendamm must communi-
cate the message, once again, that Africa’s leaders are determined to use their
bold and imaginative thinking to take the historic actions that will shape the
future of our Continent in favour of the millions of African men and women who
are proud to say—I am an African! —Thabo Mbeki

The HDP process is an opportunity to demonstrate our ability to work together.
However, it is still too early to say how far the Process will go with its limited
agenda and mandate. —Jacob Zuma

After decades of apartheid-induced international isolation, South Africa’s
transition to a multiracial democratic order in 1994 opened a heady and
historical new chapter in the country’s foreign policy. Resonating with the
ethical claims and moral authority of the domestic and global anti-apartheid
struggles, the new government—Ied by the country’s first black president,
Nelson Mandela, and the African National Congress (ANC)—articulated a
set of highly idealistic foreign policy principles and normative precepts.
South Africa’s newfound “good international citizenship” translated into
explicit commitments to promote and uphold human rights, democracy,
and international law, placed Africa and the Southern African region at the
centre of foreign policy deliberations, and mandated the new government
to participate constructively in multilateral institutions to equitably trans-
form North-South relations. Although it would be fair to argue that prag-
matism trumped much of this early messianic enthusiasm, the embedded
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idealism in these lofty commitments has remained the quintessential nor-
mative touchstone of South Africa’s global activism from the Mandela pres-
idency (1994-99) through the Mbeki years.

The advent of the administration of Thabo Mbeki in 1999—with foreign
policy decisions increasingly centralized in the presidency—refined South
Africa’s foreign policy. The lesson of the often inchoate Mandela era was
that South Africa’s international relations had to be better calibrated with the
country’s domestic capabilities, as well as its domestic policies and priori-
ties as a developing country (Alden and le Pere 2003).

This consolidation exercise was twofold. First, South Africa’s foreign pol-
icy was reinvigorated by Mbeki’s articulation of the “African renaissance”
vision and its later neo-liberal policy imprint, the New Partnership for
Africa’s Development (NEPAD). Second, Mbeki’s avowed commitment to
a “Better Africa in a Better World” saw the emergence of an ambitious agenda
for the reform and democratization of the processes and institutions of
global political, economic, security, and social governance. In this regard,
Mbeki—acting as a self-styled spokesperson for Africa and the broader
South—pressed the case for a more equitable, democratic, and people-cen-
tred world order. The strategic contours of this paradigm were presented
to South Africa’s National Assembly on 13 June 2000:

At the centre of all the engagements ... is the critical question of our time,
of how humanity should respond to the irreversible process of globalisa-
tion while addressing the fundamental challenges that face the bulk of
humanity. These include poverty, underdevelopment, the growing North—
South gap, racism and xenophobia, gender discrimination, ill health, violent
conflicts and the threat to the environment ... This engagement must nec-
essarily address among things the restructuring of the UN [United Nations],
including the Security Council, a review of the functioning of such bodies
as the IMF [International Monetary Fund] and the World Bank, the deter-
mination of agenda and the manner of operation of the WTO [World Trade
Organization] and an assessment of the role of the Gy. Central to these
processes must be the objective of reversing the marginalisation of Africa and
the rest of the South (Mbeki 2000).

Critics of this reformist approach to global governance are doubtful that
it will change the world for the better, in the absence of more transforma-
tive policy impulses (e.g., Bond 2001, 2004; Nel et al. 2001). They make a
fair, if perhaps poignant case. Nonetheless, the ambition, reach, and scope
of this global agenda have seen Mbeki and senior state officials actively
engaging the G8 countries on Africa’s pressing developmental challenges.
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Since his first invitation to Tokyo, on the sidelines of the G8’s Okinawa Sum-
mit in July 2000, Mbeki has pressed Africa’s case for enhanced debt cancel-
lation; sustained capital inflows and foreign direct investment (FDI);
increased official development assistance (ODA); ongoing deleterious north-
ern trade protectionism; poverty, underdevelopment, and income diver-
gence; and the need for technology transfer to overcome what Mbeki calls
the global digital divide. Since 2007, this engagement has taken a salutary turn
with the launching of the Heiligendamm Process (HP) of enhanced engage-
ment with the Outreach Five (O5) countries, initiated under Germany’s
watch as the G8 president.

This chapter explores South Africa’s enhanced engagement with the G8
under the HP. The chapter is divided into six sections. Section one explores
South Africa’s structural location in the world economy as well as the socioe-
conomic challenges that confront the country today. Section two discusses
South Africa’s regional, multilateral, and normative power as the basis for
its possible inclusion into a new group of 13 (G13). This includes an analy-
sis of South Africa’s African agenda—this wording is important—and
Mbeki’s engagement with the G8, alongside his high peers from the conti-
nent. Section three explores South Africa’s foreign policy priorities, partic-
ularly its North—South diplomacy in order to better appreciate the
importance of the HP to South Africa. Section four investigates the ideas,
interests and institutions that underpin South Africa’s enhanced G8 engage-
ment and participation in the four HP working groups. Section five critically
considers the political arguments for South Africa joining a possible G13
under the HP. The chapter concludes by determining whether there is poten-
tial scope for the Os to craft a common vision for global governance reform.

South Africa: From the “Rainbow Nation” to “Two Economies”

South Africa’s Economic and Social Structure

South Africa was once identified as ranking among the world’s “Big Ten”
emerging markets (Garten 1997). However, compared to its partners in the
HP, South Africa is marginal in global economic terms.! With a gross domes-
tic product (GDP) in terms of purchasing power parity (PPP) worth USs467
billion in 2007—the 25th largest in the world—there is little objective eco-
nomic (or even demographic) rationale for the country’s inclusion into the
Os, let alone an expanded Gi13. But it is striking that for Africa as a whole,
South Africa accounts for over a third of sub-Saharan African GDP. In other
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words, South Africa is Africa’s continental colossus and its regional eco-
nomic powerhouse—a de facto, but reluctant hegemon.

On the other hand, South Africa shares many of the socioeconomic
pathologies that afflict Brazil, India, China, and Mexico. South Africa is a mid-
dle-income developing country with a medium human development rank-
ing that is well below the other Os partners, barring India (United Nations
Development Programme 2007). This reflects the vast social and economic
challenges that confront the young democracy, compounded by chronic
capacity weaknesses within the state.

Although not ranked among the emerging world’s “new titans,” South
Africa does hold considerable economic potential: since 2003, the economy
has grown by an average of 5 percent per annum, GDP per person has
increased by more than 20 percent since 2000, and investment as a share of
GDP has risen from approximately 15 percent to 21 percent (with a target of
25 percent by 2014), as the government addresses some of the country’s key
infrastructural bottlenecks (Manuel 2008).2 South Africa’s economy is over-
whelmingly oriented toward services (up to 70 percent of GDP), flanked by
an efficient agricultural sector and a capital-intensive “minerals-energy com-
plex” (Fine and Rustomjee 1996). The latter has benefited from bullish com-
modity prices, particularly the global demand for base metals. A relatively
diversified manufacturing sector contributes roughly 18.5 percent to GDP.
However, the latter is struggling to further develop, diversify, and compete
against Asia’s competitive advantages, a position compounded by domestic
structural and policy constraints.

Notwithstanding these strong global integrationist impulses, a number
of disconcerting trends blight the promise of the post-apartheid social div-
idend. These include high levels of income inequality (between a rich white
minority and an affluent emerging black middle class, and an impoverished
black majority), unemployment rates that are among the highest globally,
rapid urbanization amid sprawling informal settlements, the highest inci-
dence of HIV/AIDS in the world, with an estimated 5.3 million people
infected, a dearth of skilled human resources, and corruption, crime, and
domestic violence. Despite boasting the most generous social welfare pol-
icy in Africa, many South African citizens still live in conditions of grind-
ing poverty.

South Africa’s Economic Policies

As intimated above, the central challenge facing the new ANC-led govern-
ment that took office in April 1994 was essentially to build a modern, vibrant,
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and outward-oriented economy that is internationally competitive, while
simultaneously addressing the massive backlogs in access to social and eco-
nomic services. The government initially adopted the Reconstruction and
Development Programme in 1994, characterized by social-democratic redis-
tributive impulses to meet basic needs. However, following the country’s
first post-apartheid financial crisis in 1996, the government launched head-
long into the conservative Growth, Employment, and Redistribution (GEAR)
macroeconomic strategy. GEAR espoused the virtues of the market, with a
premium on export-led growth, fiscal discipline, investor confidence, and
macroeconomic stability.

By 2000, GEAR’s fiscal austerity had achieved little—Dbesides stabilizing
the economy after apartheid’s spending excesses. The dearth of palpable
socioeconomic dividends led the government to emphasize the need for a
more activist “democratic developmental state” to facilitate economic growth
and development, and to address the particular challenges of South Africa’s
“two parallel economies.” According to Mbeki:

The First Economy is modern, produces the bulk of our country’s wealth,
and is integrated within the global economy. The Second Economy (or the
Marginalised Economy) is characterised by underdevelopment, contributes
little to the GDP, contains a big percentage of our population, incorporates
the poorest of our rural and urban poor, is structurally disconnected from
both the First and the global economy, and is incapable of self-generated
growth and development (Mbeki 2003).

As a nascent developmental state, the South African government must
focus on two policy imperatives: the first is to improve the medium- to long-
term cost structure of the economy by harnessing regulation, competition,
and public investment strategies; the second is to ensure that the private
and public sectors agree on long-term strategies for a selected set of indus-
trial and services sectors, and work together to achieve them (Hirsch 2006).
Advised by a team of international economists linked to Harvard University,
in 2006, the government accordingly adopted a new growth strategy, the
Accelerated and Shared Growth Initiative for South Africa (ASGISA). By
identifying and targeting the six “binding constraints” that inhibit the econ-
omy’s growth potential, ASGISA aims to catapult economic growth to 6 per-
cent and halve the unemployment rate to 15 percent by 2014.3 In order to
address the challenges faced by the real economy, ASGISA has been comple-
mented by a new industrial policy framework and action plan, which seeks
to identify and emulate some of the best practices from East Asia’s public
interventionism.
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South Africa’s Regional, Multilateral, and Normative Power

In the post-apartheid period, South Africa has attracted various suggestive
epithets, from “emerging middle power” and “pivotal state” to “regional
hegemon.” The G8’s rationale for including South Africa in its fold—and
arguably even a future G13—therefore rests on two logical levels: regional and
global. Put otherwise, South Africa has been double courted by the G8, first
as a member of the Africa constituency that has enjoyed privileged access to
the G8 since 2000; and second as a member of the O5 emerging powers.

South Africa’s African Agenda and the G8

Africa constitutes the central focus for the conduct of South Africa’s for-
eign policy. The country is the most industrialized, diversified, and sophis-
ticated economy in the continent. South Africa’s GDP is 40 times larger than
the average sub-Saharan economy. Moreover, it represents 25 percent of the
total African economy, and constitutes one third of the economy of sub-
Saharan Africa and almost two thirds of the GDP of the Southern African
Development Community (SADC) (Grobbelaar 2007, 13). Not only does
South Africa maintain a substantial trade surplus with most of the SADC and
the rest of Africa, but by 2000, South Africa had become the largest single
foreign investor in the rest of Africa. South African firms have established
interests in mining, banking, retail, telecommunications, arms, and insur-
ance (Grobbelaar and Besada 2007).

Understandably, post-apartheid South Africa has been expected to play
the role of regional engine of growth and development. However, this role
conceptualization fails to adequately recognize the tenuous political legiti-
macy that accompanies South Africa’s perceived continental hegemony. The
latter is compounded by perceptions of the country’s protectionist trade
and xenophobic immigration policies, and the aggressive market expansion
by South African capital into Africa, which often displaces or crowds out
local entrepreneurs. This situation has led some analysts to depict South
African firms as “new exploiters” or “hegemons,” while others argue that
these firms are the “market developers” and “market leaders” that increase
competition and trade in under-developed markets (see Adebajo 2007; Hud-
son 2007).

The South African government is acutely aware of these perceptions:
“One cannot hope to make sense of the foreign policy predispositions of
South Africa’s policymakers without appreciating just how sensitive they
are to views of the country being an African hegemonic state or bully”
(Landsberg and Monyae 2006, 141). For this reason, the government has
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consistently stressed that it harbours no hegemonic ambitions in the con-
tinent. Its commitment to overhauling the continental institutional archi-
tecture—particularly the transition from the Organization of African Unity
(OAU) to the new African Union (AU) and restructuring the SADC—to
ensure their greater efficiency has been sincere. In pursuit of peace, security,
and stability in the continent, South Africa has mediated in a number of
continental conflicts, notably the Democratic Republic of Congo (DRC),
Burundi, the Comoros, Cote d’Ivoire, Sudan, and Zimbabwe.4 Moreover,
under Mbeki’s watch, South Africa has deployed more than 3,000 peace-
keepers in African conflict situations, which has increased its credibility as
a major geostrategic player in Africa (Adebajo et al. 2007). In addition, South
Africa has many elements of soft power that it can more effectively harness
to promote its interests and win friends in Africa:

South Africa can use Channel Africa, which transmits to 33 African countries,
to expose Africans further to South Africa and to improve the knowledge of
South Africans about the rest of the continent. South African mobile giants,
MTN and Vodacom, could connect the entire continent with their mobile
phone network; while South African technology and capital could help build
the roads, railways, and ports that Africa badly needs for its industrial take-
off. South Africa already generates, by some estimates, half of sub-Saharan
Africa’s electricity needs and is investing in a trans-Africa electricity grid.
South African Airways (SAA) is the most reliable aircraft carrier on the con-
tinent (Adebajo et al. 2007, 24).

From a regional perspective, the G8 countries recognize—but simulta-
neously foist upon South Africa—this continental leadership role and result-
ing responsibilities, as Africa’s most advanced economy. Since the Okinawa
Summit in 2000 through to the Hokkaido Toyako Summit in 2008, Mbeki,
supported by colleagues drawn from the continent’s more reformist camp,
has leveraged his presence at the G8’s annual summits to push for greater
assistance for Africa, particularly through financial, technical, and other
support for NEPAD. Notwithstanding widespread continental critique of
this paradigm, NEPAD still constitutes the focal point for South Africa’s
ongoing engagement with Africa’s development partners, notably the G8. In
addition, the G8 Africa Action Plan, adopted at the 2002 Kananaskis Sum-
mit in Canada, remains the principal template for G8 support to Africa.
Although additional commitments were subsequently made at the G8 sum-
mits in Evian (France) in 2003 and Sea Island (United States) in 2004, it was
during 2005 at Gleneagles (United Kingdom) that the G8’s support for Africa
reached its highpoint. Two key developments stand out. The first was the
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establishment of the Commission for Africa (CfA), which released its final
report in March 2005. The 17-member commission—with participation by
South African finance minister Trevor Manuel—was constituted by British
prime minister Tony Blair to define the challenges facing Africa and to pro-
vide fresh and clear recommendations on how to support the changes needed
to reduce poverty. The second key event was the Gleneagles Summit itself,
hosted by Blair in his fortuitous capacity as president of both the G8 and
European Union. With Britain’s Africa policy increasingly centralized in
Downing Street, the Gleneagles commitments were understandably ambi-
tious. Since these have become benchmarks for the G8’s commitments to
Africa, it is worth recalling that the summit agreed to, inter alia:

+ double aid to Africa by 2010 and give an extra USss0 billion a year
globally;

cancel the debts owed by some of the world’s poorest countries to the
IME, the World Bank, and the African Development Bank (AfDB); which
will be worth more than USs50 billion when fully implemented, and 9o
percent will go to Africa;

write off US$18 billion of Nigeria’s debt, the biggest ever single debt deal
for an African country;

+ get as close as possible to universal access to AIDS treatments by 2010;
and

help the AU to set up a standby force as part of the 2004 G8 commitment
to train 75,000 troops for peacekeeping by 2010.

Africa’s growth and sustainable development again featured prominently
on the agendas of the 2007 Heiligendamm and 2008 Hokkaido summits,
despite concerns from the Africa Progress Panel that the G8 were backslid-
ing in their aid commitments.5 In summary, South Africa appears to have
become the G8’s point of reference—arguably even their “point person”—
on the African agenda, notably NEPAD.

South Africa’s Global Governance Agenda

Just as important for the G8 is South Africa’s soft power as an international
norm entrepreneur and global reformer. Joseph Nye (1990) seminally defined
soft power as co-optive power that involves intangible power resources such
as culture, ideology, and institutions—essentially the normative attraction
of good ideas. South Africa’s soft power stems from a variety of vectors: its
peacefully negotiated transition away from apartheid authoritarianism to
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racial reconciliation; the unilateral dismantling of its nuclear weapons pro-
gram; the towering personality and international stature of its former pris-
oner-to-president, Nelson Mandela, and the progressive global statesmanship
of his successor; and the country’s adoption of one of the world’s most lib-
eral constitutions. In foreign policy making, these soft power resources find
salutary resonance with a deep-rooted internationalist commitment among
the ruling party, the ANC (Nel 1999). For instance, South African politicians
have enthusiastically touted the lessons and experiences of South Africa’s
negotiated “rainbow nation” model for conflict resolution in Northern Ire-
land, East Timor, Israel and Palestine, Burundi, Rwanda, Iraq, and the DRC.
Put otherwise by a former director general of the Department of Foreign
Affairs: “South Africa has experienced time and again how countries, organ-
isations and people have looked to us to provide leadership, new ideas and
breakthroughs in dead-locked situations” (Selebi 1999, 209).

South Africa’s principled commitments to strengthening multilateral-
ism, creating equitable global governance, and building partnerships for
progressive global change capture the normative essence and strategic ration-
ale for the country’s special relationship with the G8. As Deon Geldenhuys
(2006, 93) writes:

Since its democratic rebirth, South Africa has been more than an exemplary
upholder of major codes of good state conduct; it has also assigned itself the
task of actively promoting such standards abroad, and has become a promi-
nent norm formulator in multilateral forums, especially in Africa. By so
doing, it has lived up to the standards of “good international citizenship.”

In this role as an international norm entrepreneur, Pretoria’s multilat-
eral engagement aims to address the more pernicious effects of globalization
(particularly its atomizing and marginalizing tendencies for Africa) by being
a leading advocate for greater influence and participation by developing
countries in shaping a new paradigm for global governance. In this regard,
the democratization and reform of the multilateral institutions of gover-
nance is cardinal, with the objective of reversing the marginalization of
Africa and the rest of the South, and increasing their capacity to play a more
meaningful role in international affairs. This principled position has char-
acterized South Africa’s engagement with the G8 too.

South Africa has widely been portrayed as a middle power facilitator
with a strong reformist agenda, with an ability to build common ground
between the North and the South. South Africa believes that its two-
economies socioeconomic structure makes it well placed, structurally and
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Table 7-1
South Africa’s Multilateral and Regional Leadership Positions
Level Leadership Positions, Alliances, and Initiatives
United Nations United Nations Conference on Trade and Development

(1996-2000)
G77 and China (2006)
United Nations Security Council (2006-2008)
Four Nations Initiative on United Nations Governance and

Management
World Trade Friend of the Chair (2001)
Organization Chair, Committee on Trade and Development (2004—2006)

Africa Group, G20 developing countries, NAMA-11

International financial ~Chair, Development Committee

institutions G20 finance ministers and central bank governors (2007)
North-South Commonwealth (1999)
South-South Non-Aligned Movement (1999)
Asian-African Sub-Regional Organizations Conference
(2004)

Heads of State Summit for the India—Brazil-South Africa
Dialogue Forum (2007)

Africa Southern African Development Community (1996, 2008)
African Union (2002)
Pan-African Parliament, host

Other Progressive Governance Summit (2006)

Note: NAMA = non-agricultural market access.

normatively, to assist in equitably transforming North—South relations,
through the G8 and elsewhere:

The position in which South Africa finds itself is that it has features both of
the developed and the developing world. It is truly at the point of intersec-
tion between both worlds—an industrialised state of the South which can
communicate with the North on equal terms. Conversely, we can interpret
the concerns and fears of the developed world (Nzo 1995).

Moreover, it may be argued that since South Africa’s reformist approach
to global governance is essentially technical and does not challenge the
underlying structural power of the current hegemonic order, the G8 sees
no problem with Pretoria’s brand of global activism (Nel et al. 2001).
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South Africa’s approach to multilateralism is premised upon the need
to deepen and strengthen the rules-based system (particularly the UN),
which limits the possibility of unilateral actions by the major powers. Since
1994, this commitment to multilateralism has been diffuse, rather than dis-
crete (see Table 7-1). In other words, Pretoria has engaged in niche build-
ing over a wide range of issues in the domain of security (disarmament,
non-proliferation, small arms and mercenaries), human rights (women and
children’s rights, and the creation of the UN’s Human Rights Council),
international law (negotiating the Treaty of Rome to establish a permanent
International Criminal Court), the “new” multilateralism (Kimberley and
Ottawa processes on conflict diamonds and landmines), and the socioeco-
nomic and the global commons agenda (sustainable development, fairer
global trade rules, and enhanced debt relief). In 2006, South Africa was
elected to the UN’s Security Council (UNSC) as a two-year non-perma-
nent member, dedicating its term to advancing the African agenda. How-
ever, given the high expectations placed on South Africa, Pretoria’s voting
behaviour and opposition to the West’s insistence on placing Myanmar,
Zimbabwe, and global warming on the UNSC’s agenda has not proven
uncontroversial (van Nieuwkerk 2007).

South African Foreign Policy: North, South, and
International Partnerships

The government’s International Relations, Peace, and Security cluster of
departments has consistently prioritized the need to strengthen North-
South cooperation further. In its medium-term strategic planning, the
Department of Foreign Affairs now also elevates improved North—South
cooperation to a priority in its own right. Two tactical vectors underpin
this objective: first, strengthening relations with the G8 and European Union
to advance the African agenda; and second, consolidating the country’s
enhanced engagement with the Organisation for Economic Co-operation
and Development (OECD). South Africa’s involvement with the OECD has
deepened over the last few years, partly as a result of the OECD’s broader
engagement with Africa (see OECD 2003), but also because of the OECD’s
courting of the emerging powers. South Africa has adopted an incremen-
tal approach to possible OECD membership, participating in 15 commit-
tees. South Africa has also joined the OECD’s Development Centre, which
serves as an interface between its members and emerging and developing
economies.
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The obverse side to this strategy is the need to consolidate South—South
relations in order to shape a common vision for global governance reform,
to identify and share best practices for sustainable socioeconomic develop-
ment, and to diversify South Africa’s trading relations. The latter took shape
through the adoption, in 1996, of a trade strategy premised on the metaphor
of a butterfly. This conceived of Africa as the continental body of the but-
terfly, opening up its trading wings to the dynamic growth poles of Asia in
the East (especially China and India) and Latin America in the West, while
consolidating economic relations with the country’s traditional, but eco-
nomically sluggish Northern partners.

While trade with China, India, and Mercosur has rapidly grown (pref-
erential tariff agreements are being negotiated with all three to enhance
trade potential), the EU remains South Africa’s most important trading
partner and largest source of FDI. In 2006, total trade stood at R287 billion,
underpinned by South Africa’s first post-apartheid free trade agreement.
The EU has also identified South Africa as one of its “strategic partners,”’
alongside some of the other HP countries (Olivier 2006). The United States
is the country’s second most important trading partner. South African
exports to the U.S. rose from Ru1 billion in 1998 to R41 billion in 2006. This
represents a sizeable increase of 270 percent.

The political counterpart to this enhanced South—South engagement found
fruition with Thabo Mbeki’s idea, floated in 1998 when he was deputy presi-
dent, of a countervailing “G8 of the South” (or G-South) to hold the North
to account for policies that rode roughshod over southern interests. The for-
mation of the India—Brazil-South Africa (IBSA) Dialogue Forum in 2003—
quintessentially a South African brainchild—has arguably formed the initial
incubator for such a tactical southern axis. In future, IBSA may extend its
membership to encompass the remaining Os partners, China and Mexico.

What is potent is that policy makers in Pretoria place a strong premium
on building pragmatic partnerships to transform historical North—South
relations of asymmetry. This provides the context for understanding and
appreciating South Africa’s enhanced engagement with the G8, as a middle
power of the South:

Leveraging its domestic experiment of a negotiated settlement, South Africa
sees itself as a champion of building partnerships between South and South
and North and South. Under the broad banner of “bridge-building,” the
models of partnership-building and alliance constructor are role conceptions
that the Mbeki government, in particular, has emphasised (Landsberg and
Monyae 2006, 138).

e



07_HP_vickers.gxd 2008/10/01 8:53 AM Pag$75

South Africa 175

South Africa and the Heiligendamm Process:
Ideas, Interests, and Institutions

From the above observations, it would appear that the reform of the G8
under the HP—whether it is constituted into a G13 condominium or sim-
ply institutionalizes structured thematic dialogue—fits comfortably with
the normative logic of South Africa’s foreign policy calculations. French
president Nicolas Sarkozy (2008), on a state visit to South Africa in Febru-
ary 2008, endorsed South Africa’s candidature for full membership of the Gi3:

South Africa is for us a partner in globalization. We have a common
approach. And to put it bluntly, it is profoundly abnormal for the G8 not to
give an equal place to the Gs. We can’t claim to be dealing with major world
affairs unless we give an equal place to the Gs, and so to South Africa.

However, the G13 is still a contested idea and no formal proposal has yet
been made to South Africa. Although there is no unison among the Os part-
ners on the formalization of the HP into a G13, South Africa would not join
the ranks of such a new club, simply to shore up its legitimacy. On the one
hand, a G13 may be more legitimate, but it will still be quite exclusive and
perpetuate a two- or three-tiered world. On the other hand, the G8 leaders
are misguided if they believe that the easy inclusion of South Africa into
their fold effectively resolves the “Africa” question. As was earlier noted,
South Africa’s continental leadership, its African identity and its NEPAD
vision for socioeconomic renewal have not been uncontested. As Adekeye
Adebajo (2007, 42) writes: “Paradoxically, South Africa is both the most pan-
African and least pan-African country in Africa.” Moreover, the departure
from office of Mbeki’s closest African allies—presidents Joaquim Chissano
of Mozambique and Olusegun Obasanjo of Nigeria—coupled with
unabashed critique from Senegalese president Abdoulye Wade, have arguably
presaged a perceived waning in NEPAD’s continental prominence. Ulti-
mately, it is for Africa and not the G8 to decide who should represent the con-
tinent’s citizens. There are, moreover, quintessential differences between the
continent’s anglophone and francophone constituencies.

These conundrums of representation and legitimacy are not confined to
South Africa only, but arguably also apply to Brazil and India (see Alden
and Vieira 2005):

While each country, individually and collectively (within IBSA) has a for-
eign policy aimed at altering the North—South terms of global governance
to redress the imbalance of power between developed and developing coun-
tries, each country in turn has been targeted as a pivotal ‘anchor’ state actor
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by the G8 powers. The fact that this tends to place them in the invidious
position of being perceived by the G8 as de facto leaders of the South (in spite
of the South’s economic and developmental pluralism), generates con-
tentious issues of “legitimacy” in terms of how their leadership is viewed
by other state actors in their respective regions (Kornegay 2007, 2).

It must also be recalled that the broad “universalism” of the Mandela
era has now been replaced by Mbeki’s stronger sense of purpose, vision, and
direction for South Africa. South Africa would therefore find it prudent to
first identify what it expects from a G13 and then evaluate the opportunity
costs of this elitist engagement vis-d-vis the country’s other priorities as
standard bearer and norm entrepreneur within the global South.

Nonetheless, the HP raises interesting structure-agency questions about
the place, role, interests, and identity of the post-apartheid polity in the
world today. On the one hand, South Africa’s involvement in the HP suggests
that the country, notwithstanding its limited institutional capacity and
resources, is prepared to take on additional responsibilities for managing
the challenges posed by global governance and the more pernicious exter-
nalities of growing global interdependence (with Africa often a net loser).

However, it would be equally naive not to recognize the enhanced sta-
tus and prestige that accompany South Africa’s G8 engagement. G8 associ-
ation also holds positive benefits for the country’s “marketing power,”
particularly in a globalizing world economy where Afro-pessimism remains
rife (van der Westhuizen 2006). Put otherwise, in the global contest for scarce
international capital, South Africa cannot afford to be “just another coun-
try”—hence the premium it places on forging strategic global partnerships
and its bidding to host major international conferences, advanced science and
technology platforms (e.g., the Square Kilometer Array radio telescope) and
hallmark sports events (e.g., 2010 FIFA Soccer World Cup). Unsurprisingly,
South African business has been quick to welcome the country’s possible
inclusion in a Gi3 fold:

This invitation is testament to the stability and vibrancy of our democracy,
as well as the great progress that our economy has made since 1994. But
more significantly, it expresses international confidence about the economic
and political future of South Africa as she matures and grows (Motsepe
2007).

On the other hand, compared to the other systemically important Os
countries, South Africa is marginal in global economic terms and holds
little sway, structural and relational, over global markets. Nonetheless,
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galvanized by the symbolism and moral capital derived from its post-
apartheid dividend, the South African government has sought to position
the country as a global reformer, norm entrepreneur, and a force for good.
In this regard, it is significant—and testimony to his international creden-
tials, reputation, and standing in the world—that Mbeki has accepted invi-
tations to every one of the G8 summits since Japan’s hosting of the Okinawa
Summit in 2000. In doing so, he has personalized much of this extended
contact with his G8 peers, who perceive him to be a reliable, trustworthy, and
like-minded partner. His profile in these meetings over the past eight years
arguably confers upon him the status of doyen of the Os corps, which infor-
mally gives South Africa added authority among these countries. However,
the idiosyncrasies of this engagement raise questions about the future role
of South Africa in the G8 process, particularly as Mbeki’s second term as
president draws to a close in 2009.

Hopefully, there may be some continuity post-Mbeki. Jacob Zuma—
elected president of the ANC in 2007—has also endorsed and supported
the HP. Zuma has hailed the outreach process as a “significant development”
in the history of G8-Os relations. However, he has noted the limited terms
of the HP’s mandate and time, and emphasized the need for genuine own-
ership of the process by all 13 partners if it is to evolve meaningfully:

It is an important dialogue process that should help us demonstrate our
ability to work together on global issues of mutual interest in a more focused
and sustained way. Success in these processes can only result from an hon-
est dialogue based on mutuality of interest in the subject matter, respect,
partnership and, most importantly, equality (Zuma 2008).

Zuma’s perspectives on the HP are not unimportant. As Garth le Pere and
Anthoni van Nieuwkerk (2004, 131) observe: “The influence of the ANC in
foreign policy-making cannot be underestimated.” This stems from the dual
membership role of senior politicians that serve in the government’s national
executive as well as the party’s National Executive Committee and National
Working Committee. This relationship is particularly important at the strate-
gic-political agenda-setting phase of policy formulation.

South Africa and the Domestic Politics of the
Heiligendamm Process

With regard to debates over G8 reform, it is also useful to reflect on the
broader alignment of South African political and social forces. Here the
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imperative for speedy global governance reform finds equal resonance in
the declaratory statements of the ANC, its tripartite alliance partners—
namely the Congress of South African Trade Unions (COSATU) and the
South African Communist Party (SACP)—as well as domestic civil society
actors, many of which are plugged into global advocacy and social justice net-
works (Van Rooy 2004). Together with a vibrant civil society, these actors have
regularly participated in rich debates about the direction of the country’s for-
eign policy. However, given the centralizing proclivities of the Mbeki admin-
istration, the extent to which policy making is “democratized” remains
debatable (Nel and van der Westhuizen 2004).

There has, for instance, been no robust public debate on the strategic
purpose and rationale of South Africa’s outreach activities with the G8, or
the content of the government’s message to these meetings. To the attentive
public, South Africa’s annual participation in G8 outreach meetings is,
arguably, already an institutionalized feature of the country’s multilateral
diplomacy. To the extent that there is public engagement—or accountabil-
ity—regarding the G8, this is confined to effete parliamentary oversight and
Mbeki’s past attempts to popularize these meetings through his “Letter from
the President” published by the ANC’s online journal, ANC Today.

It is nonetheless important that policy makers in Pretoria better appre-
ciate and harness civil society’s critiques of the G8. In this regard, civil soci-
ety has routinely rounded that the G8 lacks normative legitimacy and
efficiency, and has palpably failed to live up to its lofty promises to assist
with Africa’s development. These actors, particularly those with ecumeni-
cal and social justice mandates, have drafted scorecards that rank and meas-
ure the G8’s implementation of the Gleneagles commitments.

This critique of the G8 should not stand in isolation from broader nor-
mative debates about the need to fashion a more cooperative, equitable,
just, and sustainable pattern of world order. In this regard, the G8’s idio-
syncrasies and shortcomings are symptomatic of the democratic deficits
and dim performance of the post-Second World War global institutional
architecture, particularly the World Bank, the IMF, and the WTO. Civil
society perspectives—especially those “from below”—argue that these insti-
tutions, and the G8 could be included here, all embody state-based multi-
lateralism, with little emancipatory potential for the poor:

This lack of a firm social base means that such institutions, and indeed the
multilateralist project as currently established, remain institutions where
elites gather and talk. Invariably, problems affecting the elites are tabled for
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discussion, and concerns of the ordinary citizen are rarely put forward. As
such, the notion that dissatisfied elites within a multilateral organization
will somehow coalesce to change the normative order—an order that serves
to reify their own position—is viewed with skepticism (Nel et al. 2001, 45).

At a different level, this critique of top-down international relations finds
resonance with the trendy, non-governmental activism and campaigns that
accompanied the G8’s Gleneagles Summit in 2005. The latter included the
Live 8 concert, the Make Poverty History campaign, and the Johannesburg-
based Global Call to Action Against Poverty. As Patrick Bond, Dennis Bru-
tus, and Virginia Setshedi (Bond et al. 2005, 1) contend: “We worry that these
projects, like many NGO activities in Africa, unintentionally legitimise the
institutions, processes, and personalities through which neoliberalism and
imperialism do their damage. A better approach would be to endorse,
strengthen, and link the myriad of Africa’s bottom-up anti-racist, feminist,
and ecological struggles, especially those focusing on economic justice.”

Employing a structural analysis of international relations, the ANC and
its alliance partners cast the capitalist G8 nations as agents of global impe-
rialism and subordination. The G8 are critiqued for perpetuating a global
system of gross inequality, extreme underdevelopment, and social desper-
ation for millions of working and poor people across the world. Recogniz-
ing the pressing need for Africa to push for a more equitable global deal, in
2005 the ANC’s National General Council adopted a specific resolution sup-
porting the continental leadership’s special engagement with the G8, and
called upon the G8 and other developed countries to cancel all debts owed
by African countries (ANC 2005).

COSATU has been more forthright in its critique of the G8 countries
and their policies. Prior to the Heiligendamm Summit in 2007, the trade
union federation issued a bold statement that unabashedly condemned the
G8: “In essence, the G8 is only interested in affirming their agenda of trans-
forming the world into a haven for neo-liberal greed and corporate para-
sitism” (COSATU 2007). The South African government is not insensitive
to these charges levelled against its northern partners. For this reason, the
underlying rationale of Pretoria’s reformist multilateralism is twofold: to
secure the best possible deal for South Africa within the current world econ-
omy, while simultaneously persuading its leftist critics, particularly in
COSATU and the SACP, that it has not sold out in the ongoing struggle to
build a more just and democratic world order (Lee et al. 2006). Critics of this
approach have accordingly characterized Mbeki’s global reforms as “talk
left, walk right” (Bond 2004).
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South Africa’s Sherpa Process and Institutional Arrangements

The South African government and the ANC as the ruling party since 1994
both appear to be strongly committed to the HP (compared to the earlier
concept of the leaders’ 20, or L20). This is certainly reflected by the high
office and levels of competence invested in G8 outreach. The locus for HP
engagement is situated in the presidency. Advocate Mojanku Gumbi—
Mbeki’s astute legal advisor and arguably the most influential female figure
in the presidency—has been appointed as the responsible sherpa to manage
South Africa’s outreach activities. Given her strong negotiation skills and
wide legal experience, Gumbi has increasingly taken on the foreign affairs
brief, including peacemaking initiatives in Africa. Her prominence within
Mbeki’s inner circle—including the likes of the minister in the presidency
Essop Pahad, finance minister Trevor Manuel, and the government’s chief
policy strategist, Joel Netshitenzhe—leads one analyst to opine that she is
among the top five most powerful people in the country (Calland 2007).

In this role as sherpa, Gumbi relies heavily on the support of the Depart-
ment of Foreign Affairs. The deputy director-general for multilateral affairs,
George Nene—a seasoned diplomat who once represented South Africa in
Geneva and Nigeria—accordingly acts as her deputy, the sous-sherpa. Patrick
Krappie, an experienced trade hand who is now tasked with the depart-
ment’s G8 and OECD briefs, is another instrumental figure in South Africa’s
HP engagement. Krappie participates in all four HP working groups and
directly reports to Gumbi. This allows the South African sherpa to develop
a horizontal view and understanding of all the discussions and outcomes,
which are often cross-cutting in nature.

Senior officials, mostly at the level of deputy director general (nomi-
nated by their superiors), actively participate in the four HP working groups.
The Department of Minerals and Energy attends to energy; the Department
of Science and Technology to innovation; the Department of Trade and
Industry to investment; and the National Treasury to development, which
has a specific focus on Africa. It is thus appropriate that South Africa has been
mandated to co-chair the latter working group (with France), which has
met twice: in February 2008 in Paris and June 2008 in Cape Town.

Within South Africa, this development brief is located with the National
Treasury, politically supervised by one of the world’s longest-serving finance
ministers. Trevor Manuel brings an important contribution to this debate:
not only was he a member of Britain’s CfA (effectively lending continuity to
the HP) but he also earned international respect for chairing the IMF and
World Bank’s Development Committee. Manuel was also invited to join the
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Spence Commission on Growth and Development, which released its final
report in 2008. The National Treasury (represented at HP engagements by
Ismail Momoniat, the deputy director general for international finance and
economics) has accordingly tabled an agenda that addresses some of the
continent’s most pressing socioeconomic and developmental challenges,
inter alia poor infrastructure, capacity and institution building, aid effective-
ness, the Millennium Development Goals (MDGs), and policies to catalyze
stronger economic growth (e.g., commodity beneficiation). In addition, this
working group provides a strategic platform to challenge the G8 on the
numerous tariff and non-tariff barriers that inhibit Africa’s export poten-
tial to northern markets.

South African Perspectives on the Heiligendamm Process
and Agenda

It would be fair to say that South Africa is among the keener participants in
the HP. The country’s role in this process has been cast as very constructive
and influential, particularly behind the scenes. South Africa—as the only
African partner in this process (and contentiously the only representative of
the “black world”)—has a special role to play, as a dual bridge between the
G8 and Os as well as between the more developed and lesser developed con-
stituencies within the Os. In this regard, South African officials have worked
hard to ensure better coordination and caucusing among the Os partners
prior to the meetings of the HP’s Political Steering Committee and the four
working groups. Mojanku Gumbi has also pressed her Os colleagues to
demonstrate greater political commitment to the HP, in order to see the
process through to its conclusion in 2009. The concern has been raised, for
instance, that South Africa and Mexico are the only Os partners that send
senior officials to working group meetings. By contrast, the more cautious
among the O5 deploy junior representation.

South Africa has also welcomed the partnerships encompassed in the
four thematic working groups. The HP is accordingly viewed as a process of
high-level dialogue and consultation, and not an agenda-based negotiation.
The four working groups should aim to promote mutual understanding
and provide a “laboratory” for the G8 and Os to discuss common concerns.
Since each working group determines its own work program and parame-
ters, there is no danger of a preconceived outcome to the dialogue.

However, it is possible to discern some misgivings about the HP. Reser-
vations have, for instance, been raised about the role of the Heiligendamm
Dialogue Process Support Unit, housed in the OECD. Initial speculation
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that the OECD would seek to stage manage and own the HP have been vin-
dicated by experience. Concerns have been expressed that the Support Unit,
backed by the vast resources of the OECD, essentially drafts the annotated
agendas and speaking notes for the four working groups and their co-chairs.
This process effectively isolates the concerns of the Os, while raising onto the
agenda those of the G8 and the OECD.

Moreover, South Africa is still in the early stages of its engagement with
the OECD and has yet to develop a full understanding of the organization
and its functioning. Some officials therefore believe that the United Nations
Conference on Trade and Development (UNCTAD) may be better placed to
support the HP, since this organization better understands and represents
the interests of the Os and the broader developing world. In recent years,
UNCTAD—conventionally wary of upsetting the IMF and World Bank—
has led a frontal critique of economic orthodoxy. Its outputs now routinely
emphasize economic development, often invoking as exemplary the types of
policies pursued by the East Asian countries, especially those that promote
industry and technological upgrading (see UNCTAD 2006; 2007).

A second concern relates to the thematic focus of the working groups.
The wording and implications of the four themes are not insignificant: a
case in point is energy efficiency. None of the HP partners discounts the
perils posed by global climate change and acknowledge the need for miti-
gation and adaptation strategies. Even South Africa has one of the highest
levels of carbon dioxide (CO2) emissions per capita in the world. However,
since European companies are building their competitiveness and capacity
as first movers in advanced green technology, there are concerns that the
HP is pursuing a market-seeking agenda:

In the international climate change regime, the North sees its role in devel-
oping the technology and “transferring” it to the South. Most European
countries have developed or are in the process of developing their compet-
itiveness in cleaner, environmentally sound technology and energy effi-
ciency. On the demand side, housing insulation, building codes and
energy-efficient appliances are now available. On the supply side, technol-
ogy available for CO2-free power generation, such as nuclear, wind power
and hydro energy, as well as carbon capture and storage technologies have
been developed (Pressend 2008).

There are also concerns about the potential loss of policy space entailed
by investment freedom. By contrast, the focus on Africa is welcomed. The
emphasis on determining joint responsibilities for Africa is a double-
whammy for the continent: it suggests that the emerging powers will now
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also assume some responsibilities for Africa’s future development. In addi-
tion, the G8’s responsibilities toward the continent are now broadly diffused
and better integrated with the Os. However, there is a danger that this pre-
mium on Africa could displace the legitimate developmental concerns of
the other Os countries.

South Africa and the G13: Insider or Outsider?

The foregoing discussion of South Africa’s experience and engagement with
the G8 essentially sets the stage for two critical questions. Should South
Africa, the closest approximation to an African economic tiger, join a future
G13 condominium? And is there sufficient common vision among the Os
partners to engage the G8 collectively?

Two generalized schools of thought appear to be discernible. The first per-
spective argues that it is in South Africa’s best interests—and the African
continent more broadly—to graduate the G8 into a G13. This would create
a platform for more equal conversation on salient issues on the global agenda,
and provide a strategic platform for South Africa to promote Africa-spe-
cific issues. The latter would include the reform of the Bretton Woods insti-
tutions; poverty reduction, and linked to this the MDGs; trade, aid, and
debt relief; technology transfer; FDI to the continent; and the pernicious
impact of HIV/AIDS on Africa’s growth potential. Since the majority of
Africa’s citizens constitute the bulk of the world’s “bottom billion,” there is
need for more focused engagement (Collier 2007).

ANC president Jacob Zuma (2008) therefore argues that the current HP
is a limited form of engagement: “The reality is that, emerging powers are con-
tinuing to engage with the G8 through the usual post-Summit Outreach Ses-
sions, whilst we remain convinced that the current format places artificial
limits to a potentially powerful and real partnership amongst our countries.”
In addition, regional perspectives on complex global challenges—and the
potential to partner with pivotal regional powers to address these—would cer-
tainly heighten the G8’s efficacy in the world. To quote Zuma (2008) again:
“The necessary question to ask is whether the G8 has the inclination and
capacity to deal with the threats as experienced and perceived by the devel-
oping world.” G13 deal making between the G8 and Os would have to be
based on a full partnership and mutual respect, including power sharing over
agenda setting, effective consultation, and full participation in summits.

By contrast, the obverse perspective holds that it would be improper and
impolitic for South Africa to formally join an expanded G8. G13 membership,
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it is argued, would compromise and undermine South Africa’s political cred-
ibility and legitimacy as a strong proponent of South—South cooperation
and solidarity. Put otherwise, some developing countries—chiefly African—
may perceive South Africa’s actions as a political betrayal of the South agenda.
Related concerns over South Africa’s possible co-optation by the North have
been raised vis-a-vis the country’s gradual accession to OECD membership.

In summary, South Africa’s potential membership of an alluring G8-
OECD institutional nexus is fraught with hard political choices and chal-
lenges—but opportunities, too. As was earlier noted, a recurring motif in
South Africa’s post-apartheid foreign relations is a not unfamiliar tension
between pragmatic politics and principles (see Smith and Light 2001). This
is reflective of South Africa’s multiple identities and foreign policy role con-
ceptions in the world (see Landsberg and Monyae 2006).

Conclusion: The Outreach Five and Heiligendamm Process—
Toward a Common Vision?

South Africa’s bilateral relations with the Os5 countries are broadly positive.
China and India are special cases, given their rising global prominence and
growing commercial footprint on “Africa’s silk road” (Boardman 2007). In
2008, South Africa and China celebrate a decade of formal diplomatic rela-
tions, to be marked by the signing of the ambitious new Partnership for
Growth and Development.6 Bilateral trade volumes between the two coun-
tries have grown spectacularly, from US$14 million in 1991 to more than
USs2 billion by 2002 (le Pere and Shelton 2007). More significantly, in 2007
China’s biggest lender, the Industrial and Commercial Bank of China, bought
20 percent of South Africa’s Standard Bank for R36.67 billion (USs5.6 bil-
lion), the biggest foreign investment yet in Africa. Given South Africa’s highly
developed and sophisticated financial sector, this deal is likely to involve
reverse technology transfer from South Africa to the mainland. A number
of South African companies have already established a formidable commer-
cial presence in China.

Commercial relations between India and South Africa—once home to
Mahatma Gandhi between 1893 and 1915—are also growing, with potential
opportunities for future business synergies. Furthermore, not only is South
Africa home to the largest Indian population, or diaspora, born outside
India, but also

India and South Africa are natural partners. They share a rich history,
maintain close cultural and political ties, face similar challenges both
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domestically and internationally, and often adopt similar approaches to
meeting them. These are unusually strong foundations upon which to build
(Alves 2007, 104).

The parameters of a shared vision for global governance reform are dis-
cernible from the Os’s joint position papers and statements prepared for
the St. Petersburg Summit in 2006, the Heiligendamm Summit in 2007, and
the Hokkaido Summit in 2008. The 2006 paper shared the Kremlin’s con-
cerns with energy security, education, infectious diseases, and international
trade—but also emphasized mobilizing financial resources for development.
The latter has been a regular refrain in Pretoria’s diplomacy. South Africa’s
hand was further visible too: “The international community should con-
tinue to cooperate with the African countries in their quest for peace, devel-
opment and social justice. A true partnership must be established bearing
in mind the views and needs of African countries and people” (Mbeki 2006).
At Heiligendamm, the Os again outlined their shared concerns about global
governance, international trade, international migration, and climate change.
As in 2006, they endorsed strengthened South—South cooperation, but noted
that it was complementary to and not a substitute for North—South coop-
eration. While the O5 may share elements of a common vision for systemic
global reform, they do not share the requisite strategies, tactics, and plans
of action to pursue these reforms. For example, the O5 partners have yet to
find common cause on nuclear non-proliferation, Trade-Related Aspects of
Intellectual Property Rights (TRIPS), and non-tariff barriers in the WTO.
South Africa has also not yet staked its claim to a permanent seat at a
reformed UNSC.”

Importantly, South Africa and the Os countries have also forged alter-
native partnerships for pursuing global and continental change beyond the
HP. Globally, it is worth recalling that the Os all constitute the core mem-
bership of the G20 developing countries in the WTO, which is pressing the
case for fairer global agricultural trade. In the non-agricultural market access
(NAMA) negotiations, Brazil and India, with informal support from China,
have also joined the ranks of the NAMA-11, coordinated by South Africa,
which promotes tariff “policy space” for developing countries.® The latter sug-
gests that the bulk of the O5 governments are challenging conventional eco-
nomic orthodoxies. The idea of the Beijing Consensus—the strategic
appropriation of state and market forces for development—is suggestive of
this thinking (see Ramo 2004).

The bulk of the Os countries have sought to develop special partnerships
with Africa, in the spirit of the New Asian-African Strategic Partnership
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(NAASP), as well as their own national development priorities and designs.
China and India have both forged continental deals, respectively through the
Forums on China-African Cooperation (FOCAC)—held in 2000, 2003, and
2006—and the first ever summit of the India-Africa Forum, held in Delhi
in 2008. Brazil has recently also shown an interest in Africa’s biofuels poten-
tial. As Chris Landsberg (2007, 197) notes: “At the heart of President Mbeki’s
African agenda is a search for a new relationship between Africa and the
outside world, a shift from a relationship of ‘patronage’ towards one of part-
nership.” This applies not only to Africa’s historical relationship with the
G8, but also to “new” South—South axes. In this regard, Mbeki has raised
some reservations about the nature of China’s growing imprint in Africa, and
warned that Africa must guard against falling into a colonial relationship with
the mainland.

Measured against this rich complex of diplomatic initiatives, IBSA
arguably presents the closest approximation of common vision for systemic
global governance reform among key Os countries:

The fact that the IBSA countries have so much in common, politically, eco-
nomically and socially, lays a strong foundation for them to speak with
greater levels of unanimity and a common voice on key global matters.
IBSA’s real strategic importance lies, therefore, in its ability to come up with
well-thought through, co-ordinated, common, shared and collective stances
and outlooks on key global, regional, and national questions (Landsberg
2006, 5).

While it is important to not over-romanticize South—South cooperation
among very heterogeneous partners, there is latent potential in IBSA that has
not yet been fully harnessed. Although their economies differ significantly
in size, scope, and composition, all three are acknowledged to be leading, like-
minded middle powers of the developing world, and respected examples of
vibrant and progressive democracies. As a collective, IBSA represents 1.2 bil-
lion people, a USs1.2 trillion domestic market, and foreign trade worth
USs300 billion, which gives it considerable voice on matters global.?

Since its launch in June 2003 (following the G8’s Evian Summit), the
three participating governments have held annual meetings of their foreign
affairs and economic ministers rotating to the different capitals, backed up
and followed by other less visible technical planning meetings (see Keet
2006). The first IBSA summit of heads of state was held in Brasilia in 2006,
followed by Pretoria in 2007. In other words, IBSA departs from pure club-
bing to entailing the development, among the three countries, of a structure
of trilateral cooperation in an expanding number of sectoral working groups
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accompanied by efforts at both private sector and civil society interaction
(Kornegay 2007, 2). The three countries have also developed principled posi-
tions around the challenges of global hegemony, unilateralism and multilat-
eralism, development, and global peace and security, particularly the human
security—development nexus. The future challenge is to translate IBSA’s
declaratory statements and common positions into concrete strategies, tac-
tics, and plans of action. In summary, IBSA’s perspectives and impact on
the international system will depend on four variables: IBSA’s ability to focus
on clear and possible areas of cooperation, the consolidation of its com-
mon strategy of balancing, the institutionalization of IBSA, and its enlarge-
ment in order to generate more weight in global bargains (Flemes 2007).

To conclude, it is evident that South Africa’s foreign policy is norma-
tively underpinned by a commitment to fighting inequality, poverty, and
under-development—or what Thabo Mbeki has termed “global apartheid”
between rich and poor. Read together with its perceived continental leader-
ship in Africa and prominence in global multilateralism, South Africa makes
for an ideal partner in the G8’s eyes. However, while the government may be
keen to play a more constructive role in global reformism, debates, and rule
making, its foreign policy ambitions may ultimately be thwarted by the
interplay of three factors: costs, capacity, and global constraints. Further-
more there are three other imponderables: the end of the Mbeki era in 2009,
the twilight of NEPAD as its original progenitors pass from the political
scene, and the tenuous legitimacy that attends South Africa’s continental
leadership, which must ultimately become the wellspring for its enhanced
global status and activism.

Notes

1 South Africa does not feature in Goldman Sachs’s projections of the world’s next
big economies by 2030-50, namely Brazil, Russia, India, and China—the BRICs—
and the Next Eleven (N11). The latter includes two African countries, Egypt and
Nigeria.

2 South Africa’s expected economic growth for 2008 has been downgraded to 3 per-
cent to 4 percent.

3 These binding constraints are the volatility and level of the currency; the cost, effi-
ciency, and capacity of the national infrastructure and logistics system; the shortages
of skilled human capital; the competitive environment and high cost structure of the
economy; the onerous regulatory environment, particularly for small and medium-
sized enterprises; and the state’s institutional capacity.

4 South Africa also chaired the AU’s Post-Conflict Reconstruction and Development
Committee dealing with Sudan.
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5 The Africa Progress Panel was set up to monitor implementation of the Gleneagles
commitments. Prior to the 2008 Toyako Hokkaido Summit, a report by the panel sug-
gested that under current spending plans, G8 aid to Africa will fall USs$4o0 billion
short of the Gleneagles pledge (Ooko 2008).

6 The Pretoria Declaration, signed in April 2000 by presidents Thabo Mbeki and Jiang
Zemin, laid the foundation for a strategic Sino-South African partnership, with a
strong commitment to advancing a new global order. This partnership is grounded
on China’s five principles of Sino-African relations: friendship, equality and sover-
eignty, common development and mutual benefit, consultation on international
issues, and cooperation in advancing a new international political and economic
order.

7 South Africa has supported the AU position, known as the Ezulwini Consensus,
which holds that Africa should insist on two veto-wielding permanent and five non-
permanent seats in a reformed UNSC. These representatives from Africa would be
selected by the AU.

8 NAMA refers to tariffs on industrial goods, mining, forestry, fisheries, and other
natural resources.

9 A grand IBSA trilateral free trade agreement is also mooted. Its aim would be to
enhance the aggregate trilateral trade flows between Mercosur and the Southern
African Customs Union (SACU), between Mercosur and India, and between the
SACU and India from US$4 billion to USs10 billion in the short term in an attempt
to develop trade convergence between the three partners.
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A Break with the Past or a Natural Progression?
Mexico and the Heiligendamm Process

Duncan Wood

Mexico’s arrival on the world stage as an emerging power has been long pre-
dicted and much postponed. For many years the country has been identi-
fied as a potential great power due to its considerable population, extensive
natural resources, geographic proximity to the United States, and its ongo-
ing industrialization. But that arrival has been delayed over the years by a
combination of poor economic management, corruption, financial crisis,
political instability, and the complications of a prolonged transition to full
democracy.

Mexico’s identity in the international economic and political system has
changed dramatically over the years as well. From active participant in the
new multilateral system in the post-war world, to strong proponent of iso-
lationism, and import substitution industrialization (ISI), to Gy partici-
pant, to convert to the General Agreement on Tariffs and Trade (GATT),
and then the World Trade Organization (WTO) as well as the Organisation
for Economic Co-operation and Development (OECD), to partially com-
mitted member of the G20 finance ministers and central bank governors,
Mexico has been a rather difficult country to label in terms of its place in the
society of states. Mexico continues to struggle with its identity as a country
firmly located in North America’s economic region, but desiring a cultural
and political affinity with Latin America. At times Mexico has seen itself as
a bridge between the two regions, but Latin America itself has been reluc-
tant to accept Mexico in that role.

The possibility of closer collaboration between Mexico as a member of
the Outreach Five (Os, usually referred to as the Group of Five or G5 in
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Mexico)—or, from the perspective of this book, B(R)ICSAM (Brazil, India,
China, South Africa, and Mexico)—and the G8 provides many tantalizing
prospects both for the country and for the world’s leading economic pow-
ers. Nonetheless, that collaboration as one of the five new powers can be
questioned, both from the point of view of the G8 (why do we need Mex-
ico) and from Mexico itself (why do we need the G8). The purpose of this
chapter is to bring together the arguments for and against Mexico as a mem-
ber of the Os from both points of view. The argument put forward here is
that, while it makes sense for the G8 to welcome Mexican participation, and
while participation will not incur any significant costs for Mexico, the value
added for Mexico will probably be minimal in the short to medium term.
Nonetheless, the prestige or reputational argument and the potential for
long-term recognition as a major power will likely propel this and future gov-
ernments towards increased collaboration and membership of a Group of

13 (G13).

Mexico’s Place in the World: An Active Participant
“hasta un cierto punto”

Mexico has a long tradition of getting involved in world affairs through its
fine history of multilateralism and its involvement in international organ-
izations. But at the same time Mexico has maintained a certain distance
from the society of states through its ongoing commitment to respecting
state sovereignty and non-interference in the internal affairs of other states.
In this sense, Mexico has maintained a special place in world affairs over
the past 65 years: involved but not too much.

From the outset of the post—-World War II period, Mexico has engaged in
a foreign policy of restrained multilateralism by joining international organ-
izations, but at the same time limiting its interference in the internal affairs
of other states by placing a premium on the concept of state sovereignty.
Mexico has been active in terms of both international and regional initia-
tives, recognizing the increasing demands of interdependence without sac-
rificing its dominion over internal political affairs. The strictures of the
Carranza doctrine, prohibiting interference by the Mexican state in the inter-
nal affairs of other countries, have become as scripture. The doctrine has
acquired a status of sacred cow that is only marginally surpassed by the con-
stitutional commitment to keeping oil production in state-controlled hands.

Mexico also managed to remain neutral through the Cold War, keeping
its distance from the bilateral conflict though its foreign policy, while at the
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same time keeping strict control on communist activity within its border and

becoming a reliable trading partner with the United States, particularly in

the context of supplying oil, both during times of conflict and when demand
is on the rise and oil nationalism has been a threat.

This complex relationship with the international society of states, how-
ever, should not distract from the very strong tradition of multilateralism
in Mexican foreign policy. In an earlier period, before the winds of politi-
cal change had begun to shake the dominance of the ruling Partido Rev-
olucionario Institucional (PRI) in Mexico, leading lights in the foreign
ministry (or Cancilleria) had spoken of the firm belief of both Mexico and
the PRI in the principles of multilateralism. Victor Flores Olea (1987) argued
that not only did Mexico benefit from multilateral participation in terms of
international cooperation for peace and development, but it also provided
a counterweight to the bipolar system then predominating, and in particu-
lar to the overwhelming influence of the country’s northern neighbour,
writing that Mexico “used the multilateral system as a counterbalance to
the policy of spheres of influence.”

Indeed, a Mexican ambassador and one-time Mexican undersecretary
of foreign affairs for the United Nations, Africa, and the Middle East once
wrote of the “vocacién multilateral” of Mexican foreign policy (Moreno
Toscano 2000, 143). Based in clause X of article 89 of the constitution, Mex-
ican foreign policy seeks to combine the principles of international law
with the responsibilities of membership in the global community.! Mexico’s
participation in multilateral forums has always been a key ingredient in its
foreign policy mix and, as Carmen Moreno Toscano points out with refer-
ence to the administration of Ernesto Zedillo, has been driven by five guid-
ing principles:

1. to promote the national interest and to face new challenges and oppor-
tunities in a changing world;

2. to promote economic and social development among all countries;

3. to promote common actions and approaches to global problems (such
as drug trafficking and transnational organized crime);

4. to contribute to the strengthening of peace and international security,
while preserving respect for state sovereignty and the legal equality of
states; and

5. to contribute to the definition of new objective and new multilateral
mechanisms and to the renewal of the decision-making structures and
organs in the multilateral system to adapt them to modern times and to
establish better balance and responsibility sharing among states.
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During Zedillo’s period, this last point referred to the democratization
of the UN and the formation of the G20 in the wake of the crises that rocked
the global financial system in the 1990s.

In more recent times, Mexico has become an active player in multilat-
eral forums for a variety of reasons. Former foreign minister Luis Ernesto
Derbez Bautista (2004) has written of the need to face the challenges of the
changing global scene through multilateral mechanisms, at both the regional
and international levels, naming the defence of multilateralism and inter-
national norms as one of the six priorities of the Cancillerfa under his lead-
ership. As discussed later in this chapter, Derbez believed that Mexico should
focus on political leadership in Latin America, the failure of which helped
Mexico get to the position it is in today.

The administration of Vicente Fox in general, assumed a wholehearted
commitment to multilateralism. This commitment reflected a belief that
multilateral institutions and cooperation could be used not only to advance
Mexican interests vis-a-vis other states, but also help reform internally. José
Luis Bernal Rodriguez (2001) has argued that, of the five priorities of the
Fox government, two were related to multilateral cooperation, at the regional
and global levels. In these priorities he expressly links the goals of foreign pol-
icy and the issues of human rights, democratization, and economic compet-
itiveness, both internationally and domestically. As he points out toward
the end of his article, Mexico’s international cooperation should become a
fundamental support of the efforts toward achieving economic growth and
social development.

Yet, once again, the idea of increasing Mexico’s international freedom
of action comes to the fore in the discussion of multilateralism, particularly
at the regional level in the Americas. At the global level, there is an empha-
sis on Mexican leadership in forums, the need to revitalize keystone organ-
izations such as the United Nations, and on the possibilities of employing
Mexico’s capacity to influence. The element of prestige is stressed by Bernal
Rodriguez in his defence of Fox’s foreign policy, and this, of course, cannot
be ignored in any analysis of Mexican multilateralism.

Particularly after the events of September 11, as the bilateral relationship
with the U.S. soured and the prospects for meaningful migration reform
faded, Mexico turned increasingly to multilateral forums, seeking partners
(such as Canada) that both understood the problems of dealing with the
U.S. and that also believed in the advantages of effective multilateral insti-
tutions. Mexico has long argued for reform of the UN and has become an
important and influential member of the “Friends of the United Nations.”
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Perhaps the most important aspect of the new era of Mexican multilat-
eralism stems from the country’s newfound confidence in its international
role. As Castafieda (2001) has argued, the “new Mexican international
activism” was driven both by the end of the Cold War and the exigencies
and opportunities of globalization, but also by changes that had taken place
within Mexican politics and society. Castaneda also (2001, 52, translated by
author) points out, “factors such as the legitimacy of a government, the
diplomatic tradition, or the weight of a national culture give the foreign
policies of certain states international power. Clearly, the Mexico of today is
one of these countries.” Emphasizing Mexico’s soft power, Castafieda goes
on to say that “the central axis of the Fox government’s foreign policy is to
give Mexico an active role on the world scene.” The idea that internal reform
and change affected the nation’s foreign policy has been put forward at the
end of Carlos Salinas’s presidency by Jorge Alberto Lozoya (1994, translated
by author), who argued that “the reform of the Mexican state opened up
new conditions in the structure of politics” that gave non-state actors influ-
ence and a voice in foreign policy. Although Lozoya was probably exagger-
ating his case, by the time of the Fox government the Mexican state’s
legitimacy was at hitherto unrivalled heights.

Under Fox, Mexico’s foreign policy faced a number of challenges. The
problems of the bilateral relationship with the U.S. were paramount after
September 11, particularly because the promise of immigration reform soon
faded. However, in the area of multilateralism, too, Mexico’s role in the world
was increasingly questioned. Although Mexico promoted itself for a perma-
nent seat on the UN Security Council (UNSC), analysts both national and for-
eign argued that the constitution’s strictures on sending troops overseas meant
that Mexico would never be able to participate in UN peacekeeping missions
and therefore lacked credibility, whereas Brazil, for example, was already active
in Haiti. On a regional level, Mexico’s aspirations to act as a bridge between
North and South America were received with strong reservations by the other
states on the continent. Brazil, in particular, looked at this foreign policy goal
of the Fox administration as another sign of the government’s inability to
grasp political and economic realities in the Americas. The much-vaunted
Plan Puebla-Panama, an economic development and infrastructure plan for
Central America, was soon exposed as more declaratory rather than opera-
tional, and Mexican credibility in the region received a further blow due to
repeated political controversies with both Cuba and Venezuela.

By the end of 2006, and the arrival of a new government under Felipe
Calderén, Mexico’s fine multilateralist tradition was looking a little worn
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around the edges. But at the level of the G8, Mexico continued to receive plau-
dits for its ongoing political reform and its steady rather than spectacular eco-
nomic ascent.

The Rise of Mexico’s Economy and Its Importance to the World

Despite Mexico’s frequent foreign policy miscalculations, Bernal Rodriguez
(2001) points out that Mexico’s opportunities in the international system
have been changed by the emergence of the country as a key player in the
international economy. Mexico’s prominent position in international trade,
and its impressive record in attracting international foreign direct investment
(FDI), has increased Mexico’s stature and made it a force with which to be
reckoned. This economic growth has, of course, been driven by the positive
side of Mexico’s economic affairs—the growth in trade and FDI, the progres-
sive liberalization of the economy, increasing financial and economic stabil-
ity, and rising income levels. Still, Mexico has, paradoxically, also benefited
at the international level from its weaknesses. The Latin American debt cri-
sis was a key turning point in Mexican economic history, both in terms of
pushing through vital reforms in economic policy and economic thinking,
and just as importantly in emphasizing Mexico’s central place in the world’s
financial system. With the 1994 peso crisis, this centrality was made ever
clearer, as the world’s major powers, pushed and directed by the U.S., first
created an enormous USs50 billion rescue package, and then later invited
Mexico to participate in the G20 grouping of finance ministers from the
world’s major financial systems in both developed and developing states.

This invitation to participate in the process of designing international
financial architecture reform is informative as it served several purposes. As
Tony Porter and Duncan Wood (2002) have argued, the participation of
influential developing countries such as Mexico increased the two-way infor-
mation flow in financial issues, helped to provide an early-warning system
for emerging country problems, and increased the legitimacy of the G7 and
the process of international financial reform.

The success of the G2o almost immediately led to calls from national
leaders such as former Canadian prime minister Paul Martin to incorporate
the major emerging economies into a new system of global governance based
on the “G8 Plus” idea. Propelled by the seeming failure of the UN to deal with
the international dispute over the invasion of Irag, new, more flexible mech-
anisms were sought that would be both effective and increase the legitimacy
of the central organs of global governance. The countries to be included
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varied from discussion to discussion, but Mexico always seemed to hold its
place alongside China, Brazil, and India. A large part of the perception of
Mexico’s importance has come from its economic and political transition over
the past two decades. It has also come though from the notion that there is
still so much to achieve in Mexico and, that if the true potential of the coun-
try can be unleashed, the world would benefit.

Mexico’s economic growth over the past 20 to 30 years may not be that
impressive, particularly when compared to Asian economies and especially
China. But everybody recognizes the enormous potential of Mexico, given
its geographical location lodged between the United States and Central
America, its significant population, its manufacturing and tourism sectors
and its impressive natural resources. By 2006, the country’s gross domestic
product (GDP), measured according to purchasing power parity (PPP), was
USs$1.269 trillion, giving Mexico a ranking of eleventh place in the world.
Ahead of Mexico, the only developing countries on the list are Brazil, Rus-
sia, India, and China, and it lies ahead of Canada, South Korea, Indonesia,
and Turkey. On the down side, Mexico has thus far failed to convert this
potential into real economic power or a significant improvement in living
standards for the vast majority of its population. The problems of fiscal,
structural, and energy reform in Mexico at the beginning of the 21st century
have become widely known around the world.

This mixed economic record, however, does not seem to be an obstacle
for Mexico’s prestige. On the contrary, the fact that Mexico seems to be
mired in a period of slow growth and that the reasons for that are well
known, combined with the hope that successive governments are commit-
ted to making the necessary reforms, has led economists, financial institu-
tions, and, indeed, the leaders of G8 states to predict Mexico’s full arrival as
a global economic force later in this century. Although this is not seen as
nearly so certain as the rise of China, India, or even Brazil, a number of
influential actors have gone so far as to predict Mexico’s place at the top of
the global economic rankings by the middle of the century.

According to a survey in The Economist, by 2040 Mexico is predicted to
have grown to the point where it is the fifth largest economy in the world,
almost one fifth the size of the United States and, astonishingly, more than
two thirds as big as Japan, and bigger than the economies of Germany,
Britain, and France (“Emerging At Last” 2006, chart 4). A related study by
Goldman Sachs saw Mexico in sixth place by 2050, just behind Brazil in
the rankings (O’Neill et al. 2005, 8). The prestige that stemmed from these
predictions was seized upon by both presidents Fox and Calderén, and
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consistently used as a point of reference in speeches to foreign investors and
€Cconomic groups.

These predictions received very different reviews. Mexican analysts,
familiar with the problems of economic reform in its many guises and the
political obstacles in the way of meaningful reform, found it hard to believe
that the country would be able to overcome these challenges in the medium
term to make possible such impressive growth relative to other states by
mid-century. Nonetheless, such cautionary views did not diminish inter-
national optimism about Mexico, particularly when reform-minded presi-
dent Calderén took office in highly contested circumstances in 2006. The
generally held perception is that Mexico will have to face its demons sooner
or later, and that the full potential of the country will then be unleashed.

So what is the likely position of Mexico by 2040 or 2050? So much is
uncertain, although things do look a touch brighter than they did back in
the political roller-coaster years of 2005—-06. The beginnings of fiscal reform,
essential to giving the state the resources it needs to invest in infrastructure,
social programs, education, and health care for the good of the majority of
Mexican citizens have been a promising start. The commitment to invest
in infrastructure, with the creation of a national fund totalling more than
USs25 billion, should help to ease some of the country’s transportation
problems (“Anuncia Calderén Fondo Nacional de Infraestructura” 2008).
The prospects for meaningful energy sector reform, and the possibility of
allowing Petréleos Mexicanos (PEMEX) to work more freely with the pri-
vate sector, although highly uncertain at the time of writing, would help to
solve Mexico’s pending energy challenges, particularly in the area of oil
production.

Nonetheless, both the short- and long-term challenges remain daunting.
First, various political obstacles need to be overcome, particularly those
involving the left and far left of the spectrum. Second, the coming into effect
of the agricultural provisions in the North American Free Trade Agreement
(NAFTA) is hitting a large section of Mexico’s small farmers by removing tar-
iffs on a wide range of food products. Third, the recession in the U.S. will
hit Mexico hard, although high oil prices will shield both the government
and the balance of payments to some degree. Fourth, rising competition
from Asia for Mexico’s market share in the U.S. will hit a number of sectors,
particularly manufacturing. In the long term, Mexico needs to deal with
declining oil production, a changing demographic profile as the population
ages, and stresses and strains on the pensions and social security systems. In
short, the economic future is far from certain.
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The Perceptions of Mexicans: Of Mexico, the G8 and
the Outreach Five

This chapter has already commented on the somewhat divergent attitudes
of Mexico both toward the international system and of the national iden-
tity. In the past, Mexico has vacillated between full participation and a desire
to keep foreign intervention in national affairs to a minimum. Mexico is
uncertain whether it is a North American or a Latin American country, a
developing state or an emerging member of the developed world. From the
Gy77 to the OECD to the G2o finance to G20 developing countries focused
on trade, Mexico seems caught between two worlds, something that is appar-
ent the moment on arrival in the country. That identity crisis (perhaps a
slight exaggeration) is not helped by the ongoing political change through
which the country is passing. The democratization process and its concomi-
tant political struggles between left and right mean that foreign policy is
necessarily a battleground for Mexican attitudes.

These attitudes have, until very recently, been somewhat of a mystery.
Politicians assume that the public in general was not very interested in for-
eign policy and that it should therefore be driven by questions of prestige and
anti-yanquismo. Beginning in 2004, however, two exhaustive national polls
on Mexican attitudes to foreign policy have been conducted by the Centro
de Investigacién y Docencia Econémica (Center for Teaching and Research
in Economics [CIDE]) and the Consejo Mexicano de Asuntos Internacionales
(Mexican Council on Foreign Relations [COMEXI]). The most recent of
these, conducted in the election year of 2006, gives us a lot of evidence about
the way in which Mexican attitudes are evolving (CIDE-COMEXI 2006).
On questions of identity, for example, despite what opinion leaders might say,
Mexicans still believe that they are Latin American rather than North Amer-
ican or “citizens of the world,” by a margin of 62 percent to 29 percent (CIDE-
COMEXI 2006, table 1.6). At the same time, Mexicans “have become more
open to the outside world,” as their attitudes toward foreigners have soft-
ened, presumably through increased familiarity with the outside world due
to travel and improved communications (CIDE-COMEXI 2006).

What, then, do Mexicans want from their foreign policy? First, they do
in fact want an active role in world affairs. Nationally, 56 percent of Mexi-
cans believe it is better for the future of the country to play an active role in
world affairs rather than stay out or do neither of the above. This suggests
significant potential support for Mexico’s participation in the Heiligen-
damm Process (HP), and reinforces the government’s current position. It is
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interesting to contrast this slight majority in favour at the national level
with overwhelming support (96 percent) from opinion leaders in the coun-
try. These are, of course, the people who are more closely consulted in the
foreign policy process and the group whose opinion matters the most to
the Calderén government at present.

An important supplementary question in the report concerned Mex-
ico’s participation in resolving “the world’s grave problems” (CIDE-COMEXI
2006, 26). Whereas only 29 percent of Mexicans believed in participation
carte blanche, a further 52 percent believed that Mexico should do so if those
problems directly affect the country (CIDE-COMEXI 2006, table 2.2). Two
points are worth making here: first, that the 29 percent reflects the fear that
Mexico could become involved in an Irag- or Afghanistan-like problem and,
second, that this means that governments that can show Mexican contri-
butions to the resolution of global problems that directly affect Mexico
would receive more than 8o percent public approval.

In terms of Mexico and multilateralism, the poll is informative about
the HP in one very obvious way. The organizing entities did not see the G8
as important enough a part of Mexican consciousness about foreign affairs
to include it in the questionnaire. Whereas Mexicans were asked about, and
showed a generally very positive attitude toward the UN, the WTO, the Euro-
pean Union, the Organization of American States (OAS), and even multi-
national corporations (MNCs) and international non-governmental
organizations (NGOs), the G8 is conspicuous by its absence. When the sum-
mit itself took place in the summer of 2007, the dominant attitude was one
of bewilderment, and news outlets felt obliged to explain to their (confused
and rather uninterested) publics just exactly what the G8 is and why they
might be interested in working more closely with Mexico. That the G8 is a
club for the rich and powerful states has been an easy concept for the pub-
lic to absorb; what it has to do with Mexico is an entirely different matter.
It will be interesting to see whether the next poll includes a treatment of the
G8 and the outreach process.

There are, however, some clues about the potential attitudes of Mexi-
cans toward the outreach process by looking at their feelings regarding the
other countries of the Os. Although South Africa was not included in the poll
(Africa remains a very distant place in every sense for Mexicans), China (in
fifth place), Brazil (in tenth), and India (in twelfth) all received strongly
positive responses from the Mexican public. The prospects of working with
these states would not seem strange to Mexicans, particularly if it meant
placing Mexico firmly in the club of the elite emerging powers.

e



08_HP_wood.gxd 2008/10/01 8:53 AM Page 2%

A Break with the Past or a Natural Progression? 203

Calderén and Heiligendamm

In the first 18 months of the Calder6n administration, the aforementioned
principles of increasing international prestige, improving Mexico’s influ-
ence in the world and helping with the domestic political and economic
agendas can all be discerned in the government’s emerging foreign policy.
Apart from Heiligendamm, Mexico has been active in bilateral relations
with the U.S,, securing assistance from its northern neighbour in the fight
against drug trafficking, and has been active in international forums as a
promoter of inward FDI into Mexico. Indeed, Mexico has succeeded in over-
coming the doubts concerning Calderdn’s election victory in 2006.

But the outreach process presents the Calder6n government with a num-
ber of very interesting prospects for both short- and long-term foreign pol-
icy achievements, which will be outlined below. As such, Mexico has seized
the opportunity to engage thoroughly in an intense dialogue with its O5 or
B(R)ICSAM partners, having a perceptible influence on the statements com-
ing out of the group.

Why is the Calderén government so interested in the HP? In 2007, just
before the summit, the G8 Research Group at Oxford University put for-
ward a number of reasons why, focusing on the questions of trade, security,
and climate change (Myatt et al. 2007, 15-17). There is a broader range of
issues why the outreach process matters to the Calderén administration,
beginning first with the recent history of Mexico’s foreign policy.

As mentioned earlier, at various moments in its history Mexico has tried
to play a leadership role for the developing world, particular with reference
to Latin America. The beginning of the Fox era saw just such an attempt,
albeit unsuccessful. As Fox took power in 2000, he offered to act as a bridge
between the U.S. and the rest of the continent. The offer was immediately
rejected by the Brazilian government, arguing that Brazil did not need any
intermediary with the United States. This apparent brush-off was followed
by the high, ultimately unfulfilled expectations associated with the Plan
Puebla—Panama. When it became clear that Mexico was not going to put
any substantial funds behind the initiative, it quickly faded from the front
pages of the press and the policy agenda in Central America. Mexican lead-
ership in its region, and its reputation as a leading developing state, emerged
significantly eroded from the debacle. In this context the outreach process
presents an entirely new departure for Mexico, moving away from its pre-
tensions in the region to a broader and more global role. Although the
Calderén government continues to talk about the need to engage Latin
America and has even resurrected the Plan Puebla—Panama, it is clearly time
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to move on to bigger and hopefully better goals. For sure, Mexico succeeded
in gaining mention of the initiative in the communiqué that emerged from
the HP, as an example of South—South cooperation.

Already, the administration has used the outreach process to enhance
contact and negotiation prospects with its fellow O5 members. It is hoped
that this will not only contribute to a healing of the relationship with Brazil,
but also build a strong relationship with both India and China as they emerge
as global economic powers. The relationship with China, in particular, is a
complex one, with Mexico having negotiated tough terms concerning China’s
entry into the WTO, and facing stiff competition from Chinese exports to
the U.S. market. In the past year or so the mindset in the Mexican business
and economic policy communities has begun to shift away from viewing
China as a threat, and toward an examination of the opportunities that Chi-
nese growth provides. This way of thinking can only help with the long-
term diversification of Mexico’s export destinations and the prospects for new
sources of, and destinations, for FDI. Towards this end, Calderén held bilat-
eral talks with the heads of government of India, China, and Brazil during
the summit (Arunda 2007).

In addition to strengthening its bilateral ties with the Os states, Mexico
clearly hopes to expand its influence and prestige on the global stage through
participation in the group. In a press conference announcing Calderén’s
participation in the Heiligendamm talks, foreign affairs undersecretary Maria
de Lourdes Arunda Bezaury (2007) emphasized over and over again that a
major goal of this participation was to gain greater influence for Mexico in
global affairs:

To promote a better insertion of Mexico on the global stage ... we seek to
strengthen Mexico’s presence in these spaces for dialogue and cooperation
that will allow Mexico to have a greater influence in the definition of the inter-
national agenda and promote the issues that are of interest to her, as well as
strengthening links with key actors on he global stage ... In this way a greater
capacity to influence the definition of the main issues on the international
agenda will be built. (translated by author)

This is not just, however, a short-term goal. In the longer term, the
Calderén government is holding to a long-established policy of participa-
tion in the process of redefinition of the institutions of global governance.
Through South—South cooperation, the prestige of consultation at the G8
summit year on year, and the possibilities of meaningful reform of the UN,
Mexico hopes to gain a privileged place in the process of global governance
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and institutional change. As John Kirton (2007) has pointed out, by 2009
when the G8 Summit will be hosted by Italy, the HP will have come to an
end and the group will issue its final report. At this time the thorny issue of
UN reform may be central to the G8 plus Os process, and Mexico will not
want to be left on the sidelines of such negotiations.

Timothy Myatt et al. (2007) have noted that a primary priority for Mex-
ico may be to maintain the participation of Mexico in the Os. They argue
that Mexico needs to justify its presence more than the other members due
to the many problems it faces internally and because in recent years it has
slipped in terms of relative economic size. As Thomas Fues (2007) writes, the
argument is made that compared to the other members, in terms of Os
membership,

Mexico’s claims are less obvious. Presumably US interests come into play
here: the USA wishes to provide its neighbor with a leading position in the
global hierarchy. Having said that, by virtue of its OECD and NAFTA mem-
bership Mexico is suitable for a bridging role between North and South and
in addition has strategic significance as a major oil exporter.

However, each of the presumptions Fues makes for Mexico’s inclusion
is flawed. First, it has been the UK and Germany, rather than the U.S., that
have been the major promoters of Mexican participation. Second, as noted
above, Mexico’s bridging role has consistently failed to impress. Third, Mex-
ico’s oil reserves, while considerable, may be irrelevant unless the necessary
energy reforms are undertaken this year to allow for PEMEX to acquire the
capacity to access them. Nonetheless, despite all of these reasons why Mex-
ico is a potentially weak member of the Os, the country has quickly estab-
lished itself as a driving force.

To counter any doubts there may be, the Calder6n administration seized
the initiative with the other members. First, on 7 June 2007 it organized a
meeting with the Os5 countries to “share perspectives and find convergence
around the themes” that would be discussed with the G8 leaders at the Heili-
gendamm Summit two days later. Second, Mexico put itself forward as the
first host of O5 meetings, with a gathering of Os5 undersecretaries of for-
eign affairs in Michoacdn, Morelia, in August 2007, and then, at a meeting
of foreign ministers in New York in September, Mexico was named as the
coordinator of O5 work and as interlocutor with the G8 during the follow-
ing year (Secretaria de Relaciones Exteriores 2007). This early success in set-
ting the agenda of the Os5 was seen as crucial by the Calderén government
in maximizing the utility of participation.
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The efforts of the Mexican ministry of foreign affairs to drive the Gs
process and the HP forward stem not only from the coincidence between
overall foreign policy goals and the attractions of the HP, but also from a quite
personal, individual-level effort put in by Lourdes Aranda and her team.
Aranda’s belief in the process can be sensed in her numerous public state-
ments on HP, her enthusiastic embrace of the coordinating role for the G5
in its first year, and her palpable disappointment when the 2008 G8 Sum-
mit agenda left little room for the HP. Having shown herself to be unwaver-
ingly positive about HP until this point, Aranda was critical of the G8 for
defining the agenda and for failing to allow for an “equal and enduring part-
nership” in the first year of the process (Williamson 2008). Nonetheless,
Aranda’s continuing determination that the G5 is an important new actor
in the global dialogue was seen in her belief that the group “could play a
stabilizing role” in the international food crisis.

The O5 Agenda and the Calderén Government

In the joint statement of the G8 and the O5 (2007) at the end of the Heili-
gendamm Summit, the issues to be dealt with by the HP were identified as:

 cross-border investment;

* research and innovation;

+ climate change;

+ energy; and,

+ development, particularly in Africa.

With the exception of the final point, all of these issues have figured
prominently on the Calderén administration’s agenda. Of particular impor-
tance here for the foreign and domestic agendas are the linked issues of cli-
mate change and energy. The Calderén government achieved considerable
foreign policy success in 2007 through its commitment to such issues in the
Bali meeting on the United Nations Framework Convention on Climate
Change (UNFCCC) in December 2007. At the end of that meeting, Mexico
was ranked fourth, out of all countries, in terms of its commitment to cli-
mate issues on Germanwatch’s (2007, 4) Climate Change Performance Index
(Madrigal 2007). Not only did this give Mexico considerable prestige due
to its placement above most European countries (only Sweden, Germany, and
Iceland scored higher), but it was touted as an example for China, India and
Brazil by Pankaj Bhatia, director of the Greenhouse Gas Protocol Initiative
of the World Resources Institute, a sustainability think tank. Mexico thus has
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another opportunity to lead in the Os, and to show its good global citizen-
ship in a surprising new way.

With reference to energy, the Calder6n administration will be interested
in pursuing cooperation in this area, primarily due to domestic political
conflicts over the future of the sector in Mexico. The country is going through
an increasingly worrying time as proven oil reserves diminish and PEMEX
lacks the technology to be able to discover new reserves in the deep waters
of the Gulf of Mexico. Although high oil prices have given both PEMEX
and the government (through tax and royalties) a bumper dividend since
2006, the very real possibility exists that Mexico may have to begin import-
ing oil before 2016 unless drastic changes are made in the legislation sur-
rounding hydrocarbons. The focus of the G8 plus Os agenda on energy is
seen as a useful complement to the efforts of the Calder6n government to
secure meaningful energy reform at home. Nonetheless the focus of the
energy agenda through the HP does not only coincide with Calderdén’s goals
over oil. In the areas of energy efficiency and energy saving and also in
renewable energy sources, there is considerable synergy with the govern-
ment’s programs and priorities.

It was, however, in the longer joint declaration of the O5 countries that
Mexico’s foreign policy priorities emerge more clearly. In terms of develop-
ment, the fight against terrorism (where Mexico has an emerging and increas-
ingly worrying problem), democratization, global governance, world trade,
climate change, and South—South cooperation, Mexico’s influence was indis-
tinguishable from those of its fellow Os states. However, in the middle of the
statement, beginning at point 16 and extending through point 19, there
appears a series of declarations and demands concerning migration, Mex-
ico’s foreign policy priority par excellence (G8 and Outreach Partners 2007).
That migration should receive more attention in the joint declaration than
trade, climate change, or South—South cooperation, and roughly the same
amount as development, is truly remarkable and demonstrates the success
of the Calderén team in influencing the agenda.

Given Mexico’s difficulties in securing a loosening or even preventing a
tightening of immigration legislation in the U.S,, this is a clear attempt to
gain Os support for efforts to pressure the U.S. on the issue. With over half
a million Mexicans emigrating to the United States every year (most of them
undocumented migrants) and with Mexico receiving between USs20 bil-
lion and USs24 billion in remittances from the diaspora there annually (a
source of foreign currency surpassed only by oil revenues), migration is one
issue that the Calderén government needs to promote. Although progress
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with the U.S. is stalled, the success of getting migration onto the agenda of
the Os offers the administration an opportunity to placate domestic pres-
sure groups.

Mexico as a Bridge

An evaluation of the potential for Mexico to act as a bridge between the G8
and the Os, B(R)ICSAM, or, as the Gs, requires also an examination of the
shift that has occurred over recent decades in Mexico’s place in the world.
In line with the country’s ascent as an economic power and the progressive
changes that have taken place in both domestic economic policy and foreign
political and economic relations, since the 1980s it has come to redefine its
position and its peer group in the international system. The shift from mem-
ber of the G77 to an OECD state, from UNCTAD supporter to active GATT
and WTO participant, and from ISI proponent to free trade crusader shows
how dramatically Mexico has changed both its role in the system of states,
and its peer group from the mass of developing countries to the leading
economies of the world.

The clearest example of this is, of course, NAFTA. Mexico’s clear eco-
nomic priorities in the region, its shift toward free trade and its overwhelm-
ing and ever-growing dependence on the U.S. have been heightened by
membership in NAFTA and have brought criticism from other Latin Amer-
ican countries that Mexico has become a further entrenched in the U.S.
orbit. Yet Mexico has remained in touch with Latin neighbours, not only in
the rhetorical pronouncements mentioned above, but also through active
membership and a leading role in the Rio Group of Latin American and
Caribbean countries. And Mexico has certainly maintained an independent,
autonomous foreign policy, a reality highlighted by its relations with Cuba
(notwithstanding the recent awkwardness found in this relationship), oppo-
sition to the U.S.-led invasion of Iraq, and its participation in the Ottawa
process on landmines.

But Mexico’s status as a proponent of the South and of southern unity
is increasingly problematic. Despite its strong interests in Central America,
and the growing importance of emerging markets around the world for
Mexican MNCs such as Bimbo, CEMEX, and Telmex, Mexico has done lit-
tle in recent decades to prove itself to the wider constellation of least devel-
oped countries (LDCs), or to offer them tangible reasons to build a strong
bilateral relationship. Belatedly, Mexico is beginning to discover Africa and
the Middle East, and Asia has been an area of growing importance over the
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past few years, but these efforts remain overshadowed by its foreign policy
main game.

What does this, then, tell us about Mexican aspirations to act as a bridge
between the other Gs states and the G8 itself? As the only OECD member
among the G5, Mexico has come to view itself as a natural facilitator for a
productive dialogue between the two sides and indeed Mexico has been an
early leader in coordinating Gs activities and statements. Thus far Mexico’s
prior lack of credibility as an LDC leader seems to matter little and this can
be explained by two main points.

First, the other Gs states are not, of course, just any LDC states. They
are the most dynamic, powerful, and important emerging powers from the
global South. Mexico’s inability to engage other LDCs does not weigh heav-
ily on the decision makers in Beijing, New Delhi, Johannesburg, or Brasilia.
What matters more is Mexico’s ability to marshal its diplomatic resources,
to bring to the table its experience of dealing with the U.S. and other OECD
states, and its impressive multilateral history.

Second, and this point should not be ignored, the facts that Angel Gur-
ria, a former Mexican foreign minister and finance minister, has become
secretary general of the OECD and that organization has thrown its weight
behind the HP give extra credibility to the Mexicans. Although the OECD
technical support may be limited, its enthusiasm cannot be doubted, and the
simple fact is that some form of secretariat is absolutely necessary to facil-
itate cooperation between the G5 states.

Last, it is worth pointing out that the bridging role suits Mexico in the
sense that it may provide at least a temporary way out of the dilemma the
country faces in terms of its identity. By bridging the gap between G5 and
G8, Mexico is at last able to find a way to engage both worlds in which its
interests lie. By resolving the Mexican dilemma, the Gs process has
endeared itself to both members of the diplomatic corps (who embody the
institutional memory for such issues) and decision makers in the Calderén
government.

Concluding Thoughts

Mexico’s position as one of the five most important emerging powers in the
world remains uncertain. In terms of economic size, Mexico may be classed
as a middle power in economic terms, with the potential to become one of
the largest economies in the world by mid century, but it faces enormous
obstacles before it can achieve that potential. Its international identity is
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constrained at least in part due to its refusal to engage in any kind of mili-
tary action outside its borders, even with UN approval.

But today Mexico is emerging as a new force to be reckoned with on the
international stage. With the democratic transition now consolidated, with
predictions of impressive long-term economic growth and with economic
reforms on the table (even if not yet approved), Mexico has gained prestige
in the forums and circles of global governance. Mexico’s movement toward
a permanent seat at the table, although this may not happen in the near
future at the UN, should be seen as a logical progression and entirely con-
sistent with the traditions of Mexican foreign policy. This time around Mex-
ico does not have to choose between the developed and developing worlds.
Instead, Mexico joins the elite of the developing world as they engage more
fully with the G8. In doing so, Mexico can speak as a representative of the
South, while at the same time advancing its own interests and policy goals
by dealing with the North.

Mexico’s skillful diplomacy in the O5 or B(R)ICSAM has already brought
results. The inclusion of migration issues as a priority for the group, reflects
Mexican leadership, and the work agenda in general is consistent with a
number of Mexican foreign and domestic policy priorities. Over the next year
and a half, the challenge will be to expand the agenda, to establish clear goals
within the grouping of emerging powers, and to take full advantage of the
socialization opportunities that the HP offers.

Note

1 Moreno Toscano (2000) points to several key principles: “La autodeterminacién de
los pueblos, la no intervencion, la solucién pacifica de las controversias, la proscripcién
de la amenaza o el uso de la fuerza, la igualdad juridica de los Estados, la cooperacién
internacional para el desarrollo y la lucha por la paz y la seguridad internacionales”
[“The state’s self-determination, non-intervention, peaceful resolution of conflicts,
the prescription of the threat or the use of force, equality among states, interna-
tional cooperation for development, and the pursuit of international peace and secu-
rity”] (translated by the author).
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ASEAN and the G8
Potentially Productive Partners or
Two Ships Passing in the Night?

Paul Bowles

Would the Association of South East Asian Nations (ASEAN) fit in an
expanded G8? The question is simple but the answer is complex. Further-
more, the question is not often asked. In the discussion of whether the G8
should expand to include, in some form, the Outreach Five (Os) as a way of
increasing the legitimacy of the former, the focus of the Os is firmly on the
“emerging economies” of the 21st century, a formulation that typically
excludes ASEAN and its member states. And yet, ten years ago, before the
Asian financial crisis began in 1997, this would not have been conceivable.
Ten years ago, Malaysia, Indonesia, and Thailand were all considered “mir-
acle” economies in the terminology of the World Bank (1993). Any discus-
sion of expanding the G8 then would undoubtedly have had some role for
them. And South Korea would have figured prominently too. And perhaps
even Argentina, whose adoption of a currency board in 1994 appeared to
herald a new era of growth and stability. But it was not to be: the Asian
financial crisis led to a new assessment of the Malaysian, Thai, Indonesian,
and South Korean political economies. The language of miracles, under-
pinned by seemingly productive deliberation councils, was quickly replaced
by that of crony capitalism. Then Argentina imploded in 2001. A new set of
emerging economies has since been identified by Dominic Wilson and Roopa
Purushothaman (2003).

This introductory historical point has two salutary lessons. First, the
identification of which countries outside of the G8 are doing well can be
short lived (Chile was a favourite for some in the 1970s, to give another
example) and is primarily determined by economic factors (such as growth
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and size of gross domestic product [GDP]). International political and insti-
tutional structures, however, tend to have greater longevity (witness, for
example, membership in the Permanent Five [P5] members of the United
Nations Security Council [UNSC]) and so linking the often ephemeral indi-
cators of economic success with the more enduring implications of institu-
tional change is a problematic exercise. Partly, for this reason, Andrew F.
Cooper (2007, 3) has suggested moving beyond economic indicators to also
consider “diplomatic weight focusing less on structure and more on behav-
iour or agency,” as more enduring measures of which countries might be
suitable candidates for an expanded G8. On this basis, he proposes that as
a group, Brazil, Russia, India, China, South Africa, and Mexico—the
B(R)ICSAM countries—constitutes such countries, a formulation could
include ASEAN even though ASEAN is not conventionally included under
this rubric.

Second, it poses problems for those countries outside of the G8 that are
courted in one phase but marginalized in another: how are their international
ambitions to be realized? What forums can they use to maintain or advance
their interests? When they have slipped down (or off) the G8 interest lad-
der, what strategies are left open to them? In many ways, these are the ques-
tions that ASEAN now faces.

Bringing these two points together raises two related but reversed ques-
tions. The first is whether what Cooper (2007, 4) has called the G8’s “crisis
of legitimacy and efficiency” would be partly solved if it were expanded to
include ASEAN or a representative from it. Or, to put the question more
bluntly, what is the value of ASEAN for the G8? The reverse question can also
be asked, namely, what is the value of the G8 for ASEAN?

These are the two central questions that this chapter addresses. Answers
to these two questions will determine whether the G8 and ASEAN are likely
to be productive partners, whether they have divergent interests that are
more likely to lead to parallel rather than converging forms of cooperation,
or whether both institutions are destined to continue to be exposed to prob-
lems of effectiveness. My argument can be summarized as follows. Econom-
ically, ASEAN remains important but its “diplomatic prowess” is open to
question. On one reading, ASEAN is an ineffective organization and, as such,
is unlikely to be of significant interest to a G8 seeking to enhance its own
effectiveness. This interpretation of ASEAN is not the only one available,
and a case has been made for its diplomatic importance. However, if this
interpretation is accepted, then it is much more likely that ASEAN will use
its resources for the building of a regional community and the promotion
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of inter-regional dialogues rather than in an expanded G8. Hanging over
ASEAN is the spectre of China and how and whether ASEAN is able to
respond to the rise of China’s economic and diplomatic power will be cru-
cial to determining whether it is able to remain at the centre of regional ini-
tiatives or whether it will be further marginalized and suffer the same crisis
of legitimacy and effectiveness that the G8 currently does.

ASEAN: Who Is in An Acronym?

This question is necessary because ASEAN appears in many formulations
with the focus of discussion ranging from the ASEAN+4, ASEAN+5,
ASEAN+6, ASEAN+10 to consideration only of the largest and putative
leader of the group, Indonesia. ASEAN consists of ten countries: Brunei
Darussalam, Cambodia, Indonesia, Laos, Malaysia, Myanmar, the Philip-
pines, Singapore, Thailand, and Vietnam. However, based on economic
size, population, and level of per capita income, attention is often focused
on a so-called ASEAN+4 (Indonesia, Malaysia, the Philippines, and Thai-
land). Other formulations expand this to ASEAN+s5 by including Singa-
pore on the grounds that the latter, while only a city-state, has an economy
larger than that of the Philippines and comparable to that of Malaysia. For
other purposes, it is the ASEAN+6 (that is, the ASEAN+5 plus Brunei) that
are identified, these being the members of ASEAN before the recent expan-
sion to include the four new recruits—Cambodia, Laos, Myanmar, and
Vietnam, collectively known as CLMV—all of which are at lower levels of
economic development (although Vietnam’s growth has placed it in some
kind of transition state between the ASEAN+6 and Cambodia, Laos, and
Myanmar). The organization itself consists of all ten members and has its
own secretary general and secretariat. Nevertheless, in analyses of includ-
ing ASEAN in other arenas it is not necessarily the holder of the secretary
general’s position that is viewed as the appropriate representative of ASEAN.
For example, Cooper (2007, 2) argues that Indonesia, as a “member of the
ASEAN-4,” be included in an expanded G8 (see also Cooper et al. 2006, 3).
He further continues that “on the basis of diplomatic logic Indonesia would
appear to be the best country to add to the B(R)ICSAM group. In part this
is because of an international standing built up over the years as a mem-
ber of the Non-Aligned Movement [NAM], not only because it hosted the
path-breaking Bandung conference but also because of the soth anniver-
sary of the institution) as well as the G77. But these credentials have been
reinforced by its status as a country with a large Islamic majority and an
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emergent democratic culture (with its democratic values extended onto the
international arena through its support for the new ASEAN charter)”
(Cooper 2007, 9). Indonesia’s credentials are also enhanced by its member-
ship of the G2o finance ministers and central bank governors.

The question of the mechanics of ASEAN’s inclusion in an expanded
G8 is therefore subject to some imprecision. In some formulations, it is
ASEAN’s diplomatic importance that warrants its inclusion; in others, the
economic importance of its major members; while in others, it is Indone-
sia’s case for inclusion that is strengthened by its membership of ASEAN.
These complexities are clear from the involvement of ASEAN states in the
ministerials and meetings associated with the 2008 G8 Hokkaido Toyako
Summit. For example, the meeting of the G8 development ministers (G8
Development Ministers 2008), in April 2008, included as outreach partners
Indonesia, Malaysia, and the ASEAN secretariat. The finance ministers’ meet-
ing was attended by Thailand while Indonesia attended, as one of eight out-
reach countries, the climate change meetings at the conclusion of the
Hokkaido Summit.! Japan’s invitation to Indonesia to the latter meeting
arose not only from Indonesia’s significance as an actor in the potential solu-
tions to climate change but also from its status as an ASEAN state, a devel-
oping country, and a “close friend” of Japan. For Japan, as the host, Indonesia’s
participation as an Asian country and a member of ASEAN could be viewed
as desirable within the context of the regional dynamics of Asia; that is, it
offers Japan an opportunity to exercise its own diplomacy in the region.
Whether other G8 countries would have the same incentives to invite Indone-
sia to future summits, or whether its Islamic status would offer similar
appeal, remains doubtful. Indonesia’s profile at the Hokkaido Summit, there-
fore, probably has as much to do with the host country’s interests as it does
with Indonesia’s position in the world.

The dynamics of how ASEAN might be included, therefore, are com-
plex. There is not room here to enter into the finer points of this debate.
This discussion uses a broader brush but, acknowledging these nuances,
where appropriate, disaggregates ASEAN economic performance by coun-
try and sub-group and also pays particular attention to the region’s “‘real’
political economy of development” (Cooper et al. 2006, 20).

What Does ASEAN Offer the G8?

Economically, ASEAN still remains important in global economic terms even
if its dynamism of the 1990s (up to 1997) is now only a distant historical
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memory and if ASEAN has been eclipsed in the 2000s by the economic pow-
erhouses that are 21st-century China and India.

The combined GDP of the ASEAN+5 economies (Indonesia, Malaysia,
the Philippines, Singapore, and Thailand) is close to USs1 trillion, a figure
that puts it on par with that of Brazil and India, ahead of Mexico, and close
to four times larger than that of South Africa as indicated in Table 9-1.

In terms of this measure of economic size or economic leverage, there-
fore, ASEAN can make a case for its importance. Of course, there are other
metrics that could be used, such as purchasing parity power (PPP) measures,
but these do not change this conclusion (see Cooper et al. 2006). Further-
more, ASEAN growth rates have rebounded from the crisis years of the late
1990s (see Table 9-2) and inflows of foreign direct investment (FDI) have now
returned to pre-crisis levels (see Table 9-3), indicating a return of interna-
tional investor confidence in the region. The aggregate economic indicators
thus show the region regaining some of its former significance.

Added to this, ASEAN plays a significant role in world trade as shown
in Table 9-4. The high trade-to-GDP ratio in some ASEAN countries means
that the association’s share of world trade is larger than its share of world
income. In fact, the ASEAN+10 share of world merchandise trade is com-
parable to that of China, as Table 9-4 illustrates, and, furthermore, exceeds
that of Japan and the United Kingdom.

Table 9-1
Total Gross Domestic Product of ASEAN+5
and Selected Other Countries, 2006

Country Total Gross Domestic Product (Current US$ billions)
Indonesia 364
Malaysia 148
Philippines 117
Singapore 132
Thailand 206
Total ASEAN+5 969
Brazil 1068
China 2668
India 906
Mexico 839
South Africa 255

Source: World Bank (2007).
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Table 9-2
Annual Average Gross Domestic Product Growth Rates, Selected
ASEAN Countries and ASEAN+10, 1997-2005 (percent)

1997 1998 1999 2000 2001 2002 2003 2004 2005

Indonesia 47 -131 0.8 4.9 3.8 4.3 4.8 5.1 5.6
Malaysia 73 74 6.1 8.9 0.3 4.4 5.5 7.2 5.2
Philippines 52 0.6 34 4.4 4.5 4.4 3.7 6.2 5.0
Singapore 83 -14 72 10.0 2.3 4.0 2.9 8.7 6.9
Thailand -14 -105 44 4.8 2.2 5.3 7.1 6.3 4.5
ASEAN+10 42 =72 3.6 5.9 3.4 4.8 5.4 6.1 5.6

Source: ASEAN Secretariat (2006, 38—39).

Table 9-3
Annual Foreign Direct Investment Flows, ASEAN+5
and ASEAN+10, 1997-2005 (USS million)

1997 1998 1999 2000 2001 2002 2003 2004 2005

ASEAN+5 29,676 19,181 24,555 21,013 17,005 13,176 14,696 23,440 35,293
ASEAN+10 34,099 22,405 27,375 23,413 19,197 15,773 19,664 25,661 38,083

Source: ASEAN Secretariat (2006, 160).

Table 9-4
Shares of World Merchandise Exports and Imports,
ASEAN+10 and Selected Countries, 2005 (percent)

Share of World Merchandise Share of World Merchandise
Exports Imports

ASEAN 10 6.45 5.65

China 7.53 6.30

Brazil 1.17 0.74

Mexico 2.11 2.21

Russia 2.42 1.19

South Africa 0.51 0.64

Source: Calculated from World Trade Organization (2007, 11).
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These aggregate figures mask continuing problems, however. On the
economic side, for example, registered unemployment (itself a misleading
indicator in the context of most ASEAN economies) exceeds 10 percent in
both Indonesia and the Philippines (ASEAN Secretariat 2006, 22). The per-
centage of the population living below the national poverty line is 11.2 per-
cent in Thailand (2004), 16.0 percent in Indonesia (2005), and 30 percent in
the Philippines (2003) (284). Added to these economic problems are polit-
ical issues. Thailand has slid back into military rule and secession move-
ments remain active in the Philippines. ASEAN’s putative leader, Indonesia,
with the largest economy and population in the group, continues to be polit-
ically fragile. The post-Soeharto period has been viewed favourably by some
as marking a significant move in the direction of democratic institutions
and a more transparent capitalism reflecting the triumph of neo-liberal gov-
ernance principles over the structures of crony capitalism. According to Vedi
Hadiz (2007), however, Indonesia continues to display the logic of predatory
capitalism of the Soeharto period and continues to structurally resemble
the previous era but with new state-business alliances operating at the local
instead of national level. Hadiz (89) argues that

anew phase in Indonesia may have begun since the fall of Soeharto in which
local constellations of power are able to forge alliances with national and
international business interests, relatively free from the shackles of Jakarta.
However, this is likely to do little for the cause of market-facilitating trans-
parency and accountability at the local level, but may yet contribute to the
proliferation and entrenchment of new local networks of predatory power.
New local politico-economic business alliances can be further cemented as
the cost of running successful campaigns for local office skyrockets, espe-
cially in the context of newly devised popular elections for district heads
and the like.

Given this, it is perhaps not surprising to find that in Transparency Inter-
national’s 2007 Corruption Perceptions Index, Indonesia ranked 143rd out
of 178 countries (Transparency International 2007). The economic recovery
from the Asian financial crisis notwithstanding, many individual ASEAN
states exhibit considerable economic and political weakness, including the
largest country, Indonesia. This is definitely a case where the economic sta-
tistics mask more fundamental problems at the level of the real political
economy.

Then there is Myanmar. The failure of ASEAN, as a regional group-
ing, to provide any kind of restraint on the actions of the Myanmar junta
during the bloody repression in 2007, much less provide pressures or a
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framework for a gradual regime opening or change, has brought into sharp
focus whether, despite its economic size, ASEAN as a group and as an organ-
ization has anything to offer. In short—to repeat the question posed by
Sarah Eaton and Richard Stubbs (2006)—is ASEAN powerful? This ques-
tion is important for understanding not only the dynamics of the region
but also whether the organization is worth courting by extra-regional bod-
ies such as the G8. If there is a process of G8 expansion, assessing ASEAN’s
power as an organization, or its diplomatic leverage, is critical to under-
standing whether it would (and should) be included in such as expansion.

Eaton and Stubbs (2006) provide a valuable guide to answering whether
the question of whether ASEAN is powerful. As they illustrate, the answer
depends upon how the concept of power is analyzed. To summarize their
argument, they argue that neo-realist approaches view ASEAN as an empty
vessel, lacking authority and devoid of influence. For neo-realists, the fail-
ure of ASEAN to provide an effective response to the 2007 crisis in Myan-
mar illustrates well the limitations of the organization. And in this, it follows
the failure to provide a collective response to the economic crisis of 1997. The
much vaunted “ASEAN way” turns out to be an excuse for inactivity based
on an anachronistic notion of sovereignty. As such, as Eaton and Stubbs
argue (137-138), “the general picture that emerges from neo-realist critiques
is of an ASEAN that is more concerned with process than problem solving,
an ineffectual talk shop masquerading as a potent regional organization.” This
assessment is matched by critics from within the region as well. For exam-
ple, prominent academic and activist Walden Bello (2007) describes ASEAN
as “a fragile economic scaffolding with little substance.”

Constructivists, however, provide a quite different reading of ASEAN’s
accomplishments and reach a more positive assessment of the organiza-
tion’s power. For them, ASEAN has been a success in maintaining peace
between its members and its functional layers have been sufficiently influ-
ential as to require the attention of the great powers. Thus, the ASEAN
Regional Forum, to use the most obvious example, has been joined by the
U.S., Japan, and China and provides a framework for the discussion of
regional security issues. Other examples could be given of the “dispropor-
tionate regional influence of ASEAN” such as “APEC [Asia-Pacific Eco-
nomic Cooperation] and ASEAN Plus Three (APT) [ASEAN plus China,
Japan, and Korea]. APEC meets every other year in an ASEAN country and,
with its agenda driven each year by the host country, ASEAN members have
had considerable leverage over the forum’s development. As for the APT,
ASEAN members initiated the regional grouping and each year the summit
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meeting takes place on ASEAN soil. ASEAN essentially sets the APT agenda”
(Eaton and Stubbs 2006, 141). Although the APEC pattern of meeting in an
ASEAN country every other year has now been broken (with the 2007 meet-
ing in Australia being followed by Peru in 2008), nevertheless, for construc-
tivists, ASEAN has proven itself successful in promoting in what Eaton and
Stubbs refer to as “regional resilience” (146) and provides evidence of
ASEAN’s ability to act in a powerful way.

There are also signs that, as ASEAN passes the 40-year-old mark, it is
seeking to reinvigorate itself. Its “mid-life” choices, as the literature likes to
term ASEAN’s current stage (see Acharya 2007; Cossa 2007), include the
possibility of further enhancing its regional role. The ASEAN Summit in
Singapore in November 2007 marked the signing of the ASEAN Charter,
aimed at renewing the organization to meet the challenges of the coming cen-
tury. Included among its provisions are the recognition of ASEAN as a legal
entity, the respect for human rights, the principle of non-interference, and
mechanisms for a more effective development and implementation of poli-
cies through organizational changes. This renewal of ASEAN is also intended
to enhance what Ralph Cossa (2007) aptly refers to as ASEAN’s “self-pro-
claimed ‘driver’s seat’ role in East Asian community building.”

To summarize, ASEAN is an economically important player on the global
economic stage. Underlying this, however, are significant economic and
political problems in many of the constituent countries, including in Indone-
sia. These problems temper the appeal of ASEAN in an expanded G8 as does
the neo-realist critique of ASEAN as an ineffective talking shop lacking any
real purpose or power. Not only is ASEAN ineffective, its critiques both
inside and outside of ASEAN regard it as lacking legitimacy. Its continued
silence on human rights abuses, most obviously but not restricted to Myan-
mar, and failure to support democracy in the region point to this. Civil soci-
ety organizations in ASEAN participated in the process leading to the
formulation of the ASEAN Charter but ultimately many found it disap-
pointing and limited. While recognizing the “landmark” decision to include
human rights in the Charter’s preamble, the Solidarity for Asian Peoples’
Advocacies Working Group on ASEAN (2007), nevertheless argued that

the Charter is all about how Governments will interact with each other, but
not about how they also should interact with the people. There are no clear
spaces created or procedures established to institutionalize the role of citi-
zens and civil society organizations in regional community-building. And
where the Charter is able to protect sovereign interest of Governments, and
enshrine confidence building through consensus, it lacks the necessary
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details for the settlement of disputes, dealing with internal conflicts, and
disciplining or sanctioning Members who are remiss in their obligations.?

The charter has therefore failed to secure legitimacy for ASEAN among
many civil society organizations that have called for an alternative ASEAN
People’s Charter. On this reading, ASEAN has little to offer the G8 in terms
of providing a potential partner to restore the G8’s own legitimacy or
effectiveness.

Constructivist interpretations, and the advent of the ASEAN Charter,
in contrast, point to a more credible and effective organization, one whose
inclusion in an expanded G8 would offer considerable benefits. However,
according to the constructivist position, it does not automatically follow that
it is necessarily in ASEAN’s priorities or interests to pursue reform and
expansion of the G8. It is more likely that ASEAN’s influence will be used
to pursue regional community building as explained further in the next
section.

What Does the G8 Offer ASEAN?

To answer this question requires, in part, a consideration of ASEAN’s objec-
tives and identity. Of course, ASEAN’s place in the world has been the sub-
ject of debate since its formation in 1967. In the early 1990s, ASEAN was
faced with defining its purpose in the face of the fall of the Berlin Wall and
a China that was “opening up” as well as the increasing interest in Asia by
the U.S., which led to the eventual formation of APEC. How ASEAN could
maintain its identity within a larger Asia-Pacific grouping led to vigorous
debate about alternative conceptions of the region with Mahathir’s East
Asian Economic Caucus (EAEC) model contrasted with the larger APEC
model (see Higgott and Stubbs 1995). In the end, the latter won out but not
before ASEAN had been able to position itself as a central component of it.

Since 1997, however, APEC has declined in importance and the regional
grouping of the most significance is ASEAN+3 (sometimes referred to as
APT). This grouping, in which China, Japan, and South Korea have joined
with ASEAN countries at Asian economic summits to discuss issues of
mutual interest in many ways goes back to the vision of Mahathir’s EAEC.
There are still tensions over defining the region to be sure. For example,
Amitav Acharya (2007) reports that “due to lobbying by Japanese and Sin-
gaporean leaders, Australia, India, and New Zealand were invited to partic-
ipate in the East Asian Summit. But this does not settle the geographic scope
of the East Asian Community, as China still wants the group to keep out
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non-East Asian nations, including the United States.” According to Masahiro
Kawai (2007, 20), China “regards ASEAN+3 as a natural grouping for East
Asia’s trade and investment cooperation” while “Japan regards the ...
ASEAN+6 as an appropriate grouping for East Asia’s trade and investment.”
These disputes notwithstanding, the pendulum has swung decisively in
favour of an East Asian—only regional community compared to the pre-1997
processes.

ASEAN+3 emerged in the post-1997 period to provide a collective defence
for Asian economies against currency crises. The role of the International
Monetary Fund (IMF) in the crisis has led to it being universally discredited
in the region as a result of its (mis)handling of the crisis and its aftermath.
The suspicion and discrediting of the IMF also extends to its major western
funders that were viewed as attempting to capitalize at a time of Asia’s weak-
ness. The “politics of resentment,” as Higgott (1998) aptly called it, was firmly
entrenched.

Since then, the (larger East Asian) region has sought to establish its own
mechanisms to prevent needing future recourse to the IME Official foreign
exchange reserves have increased rapidly in the region, especially in China,
but this trend has also been followed in ASEAN. The ASEAN+10’s official for-
eign exchange reserves stood at close to USs400 billion in mid 2007, com-
parable to the European Union’s USs$480 billion total (based on data from
the Asian Development Bank [ADB] 2007).

While a formal Asian monetary fund has not emerged as was proposed
in the immediate aftermath of the Asian financial crisis, a de facto fund has
emerged under the auspices of the ASEAN+3 framework. The emphasis has
very much been on regional monetary cooperation with the pooling of
reserves and central bank swap agreements and the development of an Asian
bond fund the most prominent achievements (see Darayanta-Banda and
Whalley 2007). This has also raised the question of whether further forms
of monetary cooperation might emerge in the future including some form
of Asian currency (see Chung and Eichengreen 2007). Even though the ini-
tial focus of the grouping has been on the rather narrow issue of financial
stability, the size of the region’s reserves has meant that its actions have con-
siderable international importance. Once China’s US$1.3 trillion and Japan’s
USs$9s50 billion reserves are added to those of ASEAN, then the group’s
reserves dwarf those of the other major regions.

Together with this increased regional monetary cooperation, the region’s
economies have also become more closely linked economically over time.
Intra-regional trade shares have risen.? Real GDP growth correlations
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undertaken by Pradumna (2007) are reported by Kawai (2007, 6) as show-
ing that “correlations have been increasing, especially after the financial cri-
sis, suggesting greater synchronization of business cycles among ASEAN+3 ...
On the other hand, correlations of business cycles of the ASEAN+3 group
as a whole with those of the U.S. and the EU countries, however, are falling
over time.”

Thus, new regional institutional and economic interdependencies are
developing and the key point is that ASEAN is central to the new regional
architecture. ASEAN’s own institutional development, including the ASEAN
Charter and the commitment, in 2003, to develop a more integrated “ASEAN
Economic Community” are evidence of its own internal development.* With
respect to the importance of this regionally, Kawai (Kawai 2007, 23) con-
cludes that “given the political economy dynamics in East Asia, it is likely that
the ASEAN Economic Community’ to be created by 2015 will be the hub of
East Asian economic cooperation. It is now understood that the core of East
Asian cooperation lies in ASEAN as the major ‘driving force, with ASEAN+3
as the ‘main vehicle’ for the realization of an eventual East Asian economic
community.” Furthermore, he adds, “Japan and the PRC [People’s Repub-
lic of China] seem happy having ASEAN assume a leadership role in East
Asian community building.”

The emergence of ASEAN+3, with ASEAN as a leading player in it, is
one of the factors that, as seen above, constructivists point to in making
their case for the diplomatic importance of ASEAN. However, this body has
aregional focus and a developmental orientation. One of the prime reasons
for its emergence was precisely that existing international organizations,
especially the IMF, failed to take development objectives into account.
ASEAN’s development objectives are clearly set out in its pronouncements
and development issues continue to play a central role in its discourse.
Within the ASEAN+3 framework, the importance of development issues
needs no further elaboration. China and South Korea, notwithstanding the
latter’s graduation to the ranks of the Organisation for Economic Co-oper-
ation and Development (OECD), both espouse strong developmentalist
positions and Japan, its developed country status notwithstanding, has
retained its developmentalist orientation as was illustrated, for example, in
the behind the scenes wrangling that took place over the contents of the
World Bank’s (in)famous “East Asian Miracle” project (see Wade 1996).

The ASEAN+3 framework provides ASEAN with an important regional
body through which to advance its development agenda and that also pro-
vides a vehicle for its international aspirations. The importance of the
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ASEAN+3 countries economically partly explains the interest by other
regions’ institutions in it despite ASEAN+3’s limited agenda and institu-
tional development. The meetings of the Asia Europe Meeting (ASEM),
with the EU, are the most important example of this and indicate the ways
in which inter-regional dialogues are now taking place.

The question that must be asked, therefore, is whether expansion in an
expanded G8 could offer ASEAN anything comparable to the importance and
influence that it now achieves through membership in, and promotion of,
ASEAN+3. The answer is no, and any membership of an expanded G8 would
be of decidedly secondary importance to the emerging wider Asian group-
ing. There are several reasons for reaching this conclusion. First, the G7’s
democratic credentials may make for an uneasy relationship with an ASEAN
containing non-democratic members; if there had been a G8-O35 meeting in
late 2007, it is inconceivable that ASEAN would not have come under strong
pressure from the Gy to intervene in Myanmar in some meaningful way—
the G7’s publics would have demanded this.> Thus, political dynamics make
the relationship potentially much more difficult than it does with the “+3”
members. Second, and perhaps more important, the G8 is tarnished by the
same brush as the IMF, namely, that it remains wedded to neo-liberal ide-
ology and rejects East Asian developmentalism. While the G7 has included
development issues on its agenda as, for example, the New Partnership on
Africa Development (NEPAD) illustrates, it is still premised on accompany-
ing good governance and broadly neo-liberal policies. It is precisely these
approaches and policies that were rejected by Asian countries in the wake
of the Asian financial crisis and the spur for the creation of the ASEAN+3
framework in the first place.

The failure of the international financial institutions (IFIs), the World
Trade Organization (WTO), and the G7 to permit greater policy space for
developing countries has led not only to the formation of the ASEAN+3 but
also to the proposal for a bank of the south, and other coalitions of devel-
oping countries such as the South African president Thabo Mbeki’s pro-
posal for a southern G8. These development concerns are likely to be
minimized in a G8 forum, expanded or otherwise. Indeed, at Gy meetings
in October 2007, concern was expressed over sovereign wealth funds and
their lack of transparency. While China’s recent decision to establish the
China Investment Corporation, funded by a US$200 billion transfer from
China’s foreign exchange reserves, was undoubtedly a main target of the
G7’s concerns, sovereign wealth funds have also been an important part of
Singapore’s state-led development strategy. The tensions remain between a
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neo-liberal, rule-making G7 and a more developmentalist ASEAN and East
Asia.

Thus, in light of how ASEAN best projects its interests at the international
level, it is currently through the ASEAN+3 and its ability to engage in inter-
regional dialogues such as that with the EU. Participation of ASEAN’s sec-
retary general or Indonesia’s prime minister as ASEAN’s representative in an
expanded G8 offers much less in terms of both the broadness of participa-
tion and the influence over the agenda than ASEAN is able to achieve through
its role in the wider East Asian regional formulation of ASEAN+3. It is this
latter framework that has attracted most of ASEAN’s energies in the recent
past and this might be expected to be the direction for the future as well. If
the constructivist interpretation of ASEAN’s power is correct, therefore, it
is a power that is more likely to be used in projecting ASEAN’s interests
through regional and then inter-regional dialogues, than through an
expanded G8; ASEAN and the G8 are more likely to be ships that pass in
the night.

Such a conclusion is premised on the view that, to quote Cossa (2007)
again, ASEAN remains in the self-proclaimed driver’s seat role in East Asian
community building and that Japan and China are willing to continue to
allow ASEAN to occupy that position. Given the dynamics of China’s re-
emergence it is worth considering a little further whether ASEAN will remain
able to maintain its pole position. This, and its implications, are discussed
in the next section.

ASEAN in the Shadow of China

While ASEAN has been able to retain its central regional role, and a voice
in international economic governance debates, through the ASEAN+3
framework, it has nevertheless been challenged by the rise of China both
economically and politically. With respect to the economic, like other devel-
oping countries, and perhaps even more keenly so given geographical loca-
tion and export composition, ASEAN is faced with the challenge of how to
respond to China’s manufacturing export growth and competition for FDI.
ASEAN has been faced with either seeking to take advantage of China’s
large economy and rapid growth by integrating with it or seeking to develop
more independently of China. Through the China-ASEAN Free Trade
Agreement, signed in 2002, ASEAN leaders have signalled their intention
to follow the first option. But this path has risks. David Roland-Holst and
John Weiss (2004) find that, at least in the short run, China and ASEAN are
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competitor economies. John Ravenhill (2006) agrees with this assessment
as far as third-party markets go but argues that ASEAN benefits from
increased exports of components to China through an increase in intra-
industry trade.

Critics within ASEAN countries have doubted whether increased trade
with China would necessarily be to the benefit of ASEAN. For example,
Bello (2007, 186) argues that “an ASEAN-China FTA [free trade agreement]
at this juncture can only lead to de-industrialization and an agricultural cri-
sis in ASEAN.” China can out-compete ASEAN in both labour-intensive
manufactured goods and in high-tech goods. In the agriculture sector, China
is argued to be “clearly super-competitive in a vast array of agricultural
products” (183). This leaves ASEAN to export its natural resources in return.
This raises the prospect of “re-peripheralisation,” meaning that ASEAN
economies will find themselves increasingly replicating colonial patterns of
trade. In this respect, ASEAN is experiencing in intensified form, because of
its geographical proximity, the same fears as other developing countries
including other B(R)ICSAMs such as Brazil, Mexico, and South Africa.
James M. Cypher (2007), for example, argues that the commodities boom
since 2002, driven in large part by demand from China and India, has led a
process of primarization in Latin America where primary commodity exports
have risen as a share of total exports with the share of agricultural and man-
ufacturing exports falling, replicating the resource booms of the 19th cen-
tury. The current primarization process, which has been the result of shifts
in South—South trade, has turned the terms of trade dramatically in favour
of Latin American countries. The question Cypher raises is what will be
done with the windfall gains in the forms of higher rents in the commodi-
ties sector—will be they be used for long-term development projects or
squandered on short-term luxury consumption by the region’s elites?

The re-emergence and economic dynamism of China, therefore, presents
both opportunities and challenges for other developing countries. Due to
their geographical proximity, the ASEAN countries feel these particularly
acutely. On the one hand, supplying a growing market and integrating into
regional and international production networks offers opportunities. On
the hand, the competition for FDI and with Chinese goods, at both ends of
the labour-intensity range provides challenges. China appears as a newly
globalizing country that, despite its low level of per capita GDP, has estab-
lished trade patterns more akin to developed country patterns (Rodrik 2006).
The development aspirations of ASEAN and other industrializing develop-
ing countries have therefore been threatened by China’s re-emergence.
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It is not surprising, therefore, to find critics within ASEAN who argue
that ASEAN itself faces marginalization if it fails to respond more effectively
to the China challenge. Thus Bello argues that ASEAN should revert to its
original vision and place greater emphasis on the ASEAN regional market
for growth and should resurrect the regional developmentalist industrial
policies which were tried in the 1980s. To this end, he concludes that “ASEAN
as a project of regional integration has become necessary in order to avoid
the steady marginalization of its member economies” (Bello 2007, 186). This
route would involve ASEAN seeking a more independent form of develop-
ment from China, although it would require a degree of institutional coop-
eration that is perhaps beyond ASEAN’s current capacity. ASEAN’s largest
country, Indonesia, remains politically fragile and ASEAN members such
as Malaysia, Singapore, and Thailand have actively pursued numerous bilat-
eral trade agreements, including with the U.S. and Japan, indicating that
ASEAN members do not always act in concert.6

But while ASEAN struggles to define its relationship with China, the lat-
ter has been diplomatically active in the region and sees itself as the regional
power (see Van Ness 2004/05; Wu Guoguang 2007). All this points to the
fact that while the nomenclature of ASEAN+3 may survive, the reality may
be that it is ASEAN that is the add-on to an increasingly economically and
politically powerful China; it might better be termed China Plus Ten. That
is, China will be the regional hub and driver rather than ASEAN. In which
case, ASEAN will lose much of the effectiveness that constructivists attrib-
ute to it, will lose legitimacy as an important regional organization by fail-
ing to maintain its influence in the face of a rising China adding to its existing
failures of not responding to the political challenge of a repressive regime
in Myanmar and the economic challenge of the Asian financial crisis.
ASEAN’s failure to respond to these external challenges, and to satisfy its
own internal constituencies, is likely to lead to the increasing marginaliza-
tion of the organization; in short, ASEAN will face its own crisis of legiti-
macy and effectiveness, a condition that will ironically unite it with the G8.

Conclusion

In any consideration of the reform of the international economic gover-
nance structure, therefore, a number of scenarios are possible for ASEAN and
the G8. The first is that the G8 will expand to include participation in some
form by ASEAN. Whether ASEAN is of sufficient diplomatic importance
to warrant such attention from the G8 is questionable, as the neo-realist
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position illustrates. If the constructivist interpretation of ASEAN is accepted
and ASEAN is viewed as a qualified success, then expanding the G8 to include
ASEAN becomes a more attractive proposition for the G8, and they may
become productive partners.

However, if the constructivist interpretation is accepted, then it is more
likely that ASEAN would use its power and influence to pursue the wider
regional ASEAN+3 framework and to use this for the projection of its inter-
ests onto the international level through inter-regional dialogues. ASEAN
is currently the hub of East Asian integration initiatives and emerging
regional architecture. It is unlikely that ASEAN would wish to divert its
interests away from this project in order to become a part of a more active
G8-Os group, which offers it less in terms of influence and ability to real-
ize its development objectives. More likely is that ASEAN and the G8 will be
ships passing in the night. The viability of this scenario depends, though,
upon ASEAN being able to maintain its influence in the face of a rising
China, an outcome that is by no means certain; if it is unable to do so,
ASEAN risks becoming the passenger rather the driver of the regional
processes that are now underway.

Notes

1 When the Gy set up the Financial Stability Forum (FSF) in 1999, however, Singa-
pore was the only ASEAN country accorded permanent membership. Indonesia,
Malaysia, the Philippines, and Thailand have participated in regional meetings organ-
ized since 2002.

2 It should be noted that the charter also fell short of the recommendations made by
ASEAN’s own Eminent Persons’ Group.

3 The share of intra-regional trade between the ASEAN+3 increased from 30.2 percent
in 1985 to 38.3 percent in 2006 (Kawai 2007, 3).

4 On the ASEAN economic community see Lloyd (2005).

5 In shifting from the G8 to the Gy here, the problematic nature of Russian democ-
racy is pushed to one side. More importantly, though, it is the G7 that sets the agenda
and the G8 might itself be best described as the G7+O1 with Russia the “outsider.”

6 See Masahiro Kawai and Ganeshan Wignaraja (2007) for details of bilateral free
trade agreements.

References

Acharya, Amitav (2007). “ASEAN at 40: Mid-life Rejuvenation?” Foreign Affairs.
<www.foreignaffairs.org/20070815faupdate86481/amitav-acharya/asean-at-40
-mid-life-rejuvenation.html> (May 2008).

e



09_HP_bowles.gxd 2008/10/01 8:54 AM Page$0

230 Paul Bowles

ASEAN Secretariat (2006). “ASEAN Statistical Yearbook.” Jakarta.

Asian Development Bank (2007). Asian Development Outlook 2007 Update: Change
Amid Growth. <www.adb.org/Documents/Books/ADO/2007/Update/adooy
update.pdf> (May 2008).

Bello, Walden (2007). “A Roller Coaster Ride: A Perspective from Southeast Asia.” In
Regional Perspectives on Globalization, edited by P. Bowles, H. Veltmeyer, S. Cor-
nelissen, et al., 169-188. Basingstoke: Palgrave Macmillan.

Chung, Duck-Koo and Barry J. Eichengreen (2007). “Exchange Rate Arrangements
for Emerging East Asia.” In Toward an East Asian Exchange Rate Regime, edited
by D.-K. Chung and B.J. Eichengreen, 1—21. Washington DC: Brookings Institu-
tion Press.

Cooper, Andrew E, Agata Antkiewicz, and Timothy M. Shaw (2006). “Economic Size
Trumps All Else? Lessons from BRICSAM.” CIGI Working Paper No. 12. Water-
loo ON: Centre for International Governance Innovation. <www.cigionline.org :
Publications : Working Papers> (May 2008).

Cooper, Andrew F. (2007). “The Logic of the B(R)ICSAM Model for G8 Reform.”
CIGI Policy Brief No. 1. Waterloo ON: Centre for International Governance
Innovation. <www.cigionline.org : Publications : Policy Briefs> (May 2008).

Cossa, Ralph A. (2007). “ASEAN at 40: Coming of Age or Mid-life Crisis?” PacNet
Number 33, 4 September. Honolulu. <www.csis.org/media/csis/pubs/pacoy33
.pdf> (May 2008).

Cypher, James M. (2007). “Back to the 19th Century? The Current Commodities
Boom and the Primarization Process in Latin America.” Mimeo.

Darayanta-Banda, OG and John Whalley (2007). “Regional Monetary Arrangements
in ASEAN+3 as Insurance through Reserve Accumulation and Swaps.” Working
Paper No. 22, April. Waterloo ON: Centre for International Governance Inno-
vation. <www.cigionline.org : publications : working papers> (May 2008).

Eaton, Sarah and Richard Stubbs (2006). “Is ASEAN Powerful? Neo-realist versus
Constructivist Approaches to Power in Southeast Asia.” Pacific Review 19(2):
135-155.

G8 Development Ministers (2008). “Chair’s Summary.” 6 April, Tokyo. <www.g8
.utoronto.ca/development/chair_summary_o80406.html> (May 2008).

Hadiz, Vedi R. (2007). “Neoliberalism and Predatory Capitalism: A Perspective from
Indonesia.” In National Perspectives on Globalization, edited by P. Bowles, H. Velt-
meyer, S. Cornelissen, et al., 78—92. Basingstoke: Palgrave Macmillan.

Higgott, Richard A. and Richard Stubbs (1995). “Competing Conceptions of Eco-
nomic Regionalism: APEC versus EAEC in the Asia Pacific.” Review of Interna-
tional Political Economy 2(3): 516—535.

Higgott, Richard A. (1998). “The International Politics of Resentment: Some Longer
Term Implications of the Economic Crisis in East Asia.” New Political Economy

3(3): 333-356.

e



09_HP_bowles.gxd 2008/10/01 8:54 AM Page@l

ASEAN and the G8 231

Kawai, Masahiro (2007). “Evolving Economic Architecture in East Asia.” Discussion
Paper No. 84, 7 December. ADB Institute. <www.adbi.org/discussion-paper/
2007/12/07/2423.evolving.economic.architecture.east.asia/shaping.the.new
.economic.architecture.in.east.asia/> (May 2008).

Kawai, Masahiro and Ganeshan Wignaraja (2007). “ASEAN+3 or ASEAN+6: Which
Way Forward?” Discussion Paper No. 77. Tokyo: Asian Development bank Insti-
tute. <www.adbi.org/discussion-paper/2007/09/13/2359.asean.3.asean.6/> (May
2008).

Lloyd, Peter J. (2005). “What Is a Single Market? An Application to the Case of
ASEAN. ASEAN Economic Bulletin 22(3): 251-265.

Pradumna, B. Rana (2007). “Economic Integration in East Asia: Trends, Prospects,
and a Possible Roadmap.” Economic Growth Centre Working Paper Series No.
2007/01. Singapore: Nanyang Technological University.

Ravenhill, John (2006). “Is China an Economic Threat to South East Asia?” Asian Sur-
vey 46(5): 653-674.

Rodrik, Dani (2006). “What’s So Special about China’s Exports?” NBER Working
Paper No. 11947. <www.nber.org/papers/wi1947> (May 2008).

Roland-Holst, David and John Weiss (2004). “ASEAN and China: Export Rivals or
Partners in Regional Growth?” World Economy 27(8): 1255-1274.

Solidarity for Asian Peoples’ Advocacies Working Group on ASEAN (2007). “Analy-
sis of the ASEAN Charter.” 10 November. Focus on the Global South.
<www.focusweb.org/analysis-of-the-asean-charter.html?Itemid=28> (May 2008).

Transparency International (2007). “Corruption Perceptions Index 2007.” <www
.transparency.org/policy_research/surveys_indices/cpi/2007> (May 2008).

Van Ness, Peter (2004/05). “China’s Response to the Bush Doctrine.” World Policy Jour-
nal 21(4): 38—47.

Wade, Robert (1996). “Japan, the World Bank, and the Art of Paradigm Mainte-
nance: ‘The East Asian Miracle’ in Political Perspective.” New Left Review 217
(May/June): 3—-36.

Wilson, Dominic and Roopa Purushothaman (2003). “Dreaming with BRICs: The
Path to 2050.” Global Economics Paper No. 99, October. New York: Goldman
Sachs. <www2.goldmansachs.com/ideas/brics/book/99-dreaming.pdf> (May
2008).

World Bank (2007). “World Development Indicators 2007.” Washington DC. <go
.worldbank.org/3JU2HA60Do> (May 2008).

World Trade Organization (2007). WTO World Trade Report 2007. Geneva. <www.wto
.org/english/res_e/booksp_e/anrep_e/world_trade_reportoy_e.pdf> (May 2008).

Wu Guoguang (2007). China Turns to Multilateralism: Foreign Policy and Regional
Security. London: Routledge.



09_HP_bowles.gxd 2008/10/01 8:54 AM Page$2



10_HP_fues-leininger.gxd 2008/10/01 8:54@% Page 233

THE EVOLVING
ARCHITECTURE
OF CHANGE



10_HP_fues-leininger.gxd 2008/10/01 8:54% Page 234



10_HP_fues-leininger.gxd 2008/10/01 8:54% Page 235

Germany and the Heiligendamm Process

Thomas Fues and Julia Leininger

At the 2007 G8 summit in Germany, Chancellor Angela Merkel launched
an innovative outreach effort toward a group of five rising nations from the
global South. The Heiligendamm Process (HP) engages Brazil, China, India,
Mexico, and South Africa in an informal “structured dialogue” for a dura-
tion of two years with a thematic focus on four key issues of global gover-
nance. This German initiative was guided by several objectives: First, the
chancellor wanted to embrace emerging powers since she understood their
indispensable role for global problem solving in areas such as climate change.
Second, the initiative sought to consolidate Germany’s influence in interna-
tional affairs at a time when the political centre of gravity was moving from
west to east. Third, German diplomacy strove for incremental summit reform
since neither formal enlargement nor the status quo were viable options for
Berlin.

While the HP promises a new quality of interaction between leading
industrialized and a select group of developing countries, it is not free of
risks and ambiguities for all participants. So far, the German initiative lacks
collective ownership within the G8 and might deepen internal divisions.
On the other side of the negotiating table, the Group of Five (Gs) still has
to arrive at a common understanding on substance and behaviour that
would enable the group to counterbalance western predominance.! A fun-
damental impediment to meaningful progress in the HP is the difference in
notions of legitimacy. With a focus on process, Germany and other G8 mem-
bers see promoting dialogue and building trust as key objectives of the exer-
cise (thus constituting input legitimacy) (Benterbusch and Seifert 2008, 4),
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whereas G5 countries are concerned mainly with tangible results, not only
for themselves but also for the developing world in general (that is, output
legitimacy). It remains to be seen what the German approach can deliver
on such contradictory expectations within the short time span of only two
years, and what consequences might come about if it ends in frustration
and acrimony.

Against this backdrop, this chapter evaluates Germany’s G8 policies and
Merkel’s motives for introducing the HP. It begins by analyzing the domes-
tic environment as shaped by government officials, opposition parties, non-
governmental organizations (NGOs), academia, and business. Next, it takes
a close look at German objectives and expectations for the HP and the
bureaucratic-institutional arrangements at the national level. The chapter
then assesses the international context in relation to the European Union and
the G8. Finally, it comes to some conclusions on the opportunities and lim-
its of the HP and its possible impact on the expansion debate.

Germany and the G8

From both a realist and a behavioural viewpoint, Germany, the third largest
economy worldwide, can be considered a middle power (Otte 2000).2 Its
role in the international system, however, cannot be adequately explained by
the realist paradigm since, to this day, German foreign policy is influenced
by the long stretch of limited sovereignty following World War II. Even two
decades after unification, German instincts still tend to shy away from an
assertive representation of self-interest, as noted by two realist scholars: “The
unified Germany has not yet found its way out of the prescribed immatu-
rity of the postwar period” (Hulsman and Techau 2007, 18, translation by
authors).? It is therefore more from a behavioural perspective that Germany
should be understood as middle or civilian power with an explicitly pacifist
orientation after the catastrophic Nazi regime.* Since that tragedy, the coun-
try has consistently pursued cooperative multilateralism and liberal institu-
tionalism as guiding principles of its external policies (Maull 1994; Hellmann
et al. 2007).

The use of hard power resources in economic and military terms is con-
strained not only by German history but also by successive stages of Euro-
pean integration. German foreign policy is based on the undisputed domestic
consensus that coordination and harmonization within the EU form the
cornerstone of peace, prosperity, and global influence (Staak 2007, 85). Ger-
man governments have, nevertheless, found it attractive to engage in certain
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forms of club governance outside the European framework, especially in sit-
uations where the country’s economic resources put it at the apex of the
global hierarchy. The most significant of these cases is the Group of Eight
leading industrialized countries, which assumed even greater significance
for German policy makers after the recent failure to gain permanent mem-
bership of the United Nations Security Council (UNSC). In light of the
full spectrum of foreign policy options, Germany may soon need to sort out
its strategic orientations. The more it invests in G8 reform and the HP, the
more it will need to explain how this projection of national power can be
reconciled with commitment to Europe and to universal institutions such
as the UN.

Government Positions on Summit Reform

Traditionally, international affairs, which is considered an executive domain,
draws little public attention in Germany. A key former advisor of Chancel-
lor Helmut Kohl provides the following observation: “In Germany, people
talk very little about international politics. We do not have a discussion cul-
ture in this policy field. We are not used to thinking globally” (Teltschik
2008, translation by authors). Not surprisingly, political elites usually do
not see foreign policy as an attractive field for career advancement, thus
leaving a political and intellectual void in a key area of policy formulation
(Maull 2007, 83).

The importance of the G8 in German foreign policy has undergone
noticeable changes over time (May 2007, 808). In the 1970s and at the begin-
ning of the ’8os, Helmut Schmidt—1975 one of the founding spirits of the
then G6, as Canada only began participating in 1976—looked at informal
summit arrangements as key instrument of international policy coordina-
tion among industrialized countries. Throughout his chancellorship, from
1982 to 1998, Kohl put more emphasis on bilateral ties with France and the
U.S. than on the G8, except during the demise of the Soviet Union, as
described by an eminent scholar, “Interest [in the G8] was very strong ... in
the early 1990s after unification, in the phase when European relations and
East—West relations within Europe were in flux. Then, the interest in and
the commitment to that process decreased” (Maull 2004).

The renewed interest in the G8 by Kohl’s successor, Gerhard Schroder,
led to German support for an important institutional innovation. After the
financial crises in Asia and Latin America at the end of the 1990s, Germany
promoted the creation of a ministerial club of leading powers from North
and South. The G20 finance ministers and central bank governors met for
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the first time 1999 in Berlin at the invitation of Gy finance ministers and
today is generally credited with serving as a useful platform for dialogue
and consensus building.s

It took the dual presidencies of the G8 and the EU in 2007 to draw the
attention of Merkel and her government to the state of the summit archi-
tecture (Fues 2007). While she never seriously considered reform by enlarge-
ment (Hajnal 2007), early on Merkel (2007¢; 2007b) recognized the need
for a new quality of interaction with emerging powers in international pol-
icy areas such as climate change, trade, and property rights. This insight had
been sharpened by her previous experience as environment minister when,
in negotiating the outcome of the 1992 Farth Summit in Rio, she had real-
ized how the protection of global commons depends on the collaboration
of major developing economies.

The ostensible argument given by Merkel against formal G8 expansion
rested on the assertion that a higher number of members would have a neg-
ative impact on effectiveness. While there was, of course, some basis to this
claim, it did not deter the German government from investing enormous
political resources in trying to gain a permanent seat in the UNSC. The for-
mula promoted by the G4 (Brazil, India, Japan, Germany) jointly aspiring
to such status would have meant an expansion of the principal UN organ
from 15 to 25 countries.

The deeper reason for Merkel’s objection to expanded membership may
rather be found in her normative world view. The chancellor wanted to pro-
tect the G8 as like-minded community based on the western values of lib-
eral democracy and market economics. In this context, the regrettable but
irreversible inclusion of Russia (at German prodding, ironically) had already
led to a substantial loss of credibility for the group, which would only be com-
pounded by taking authoritarian China on board (Manz 2007, 36). The Ger-
man opposition to enlargement had certainly been amplified by the lack of
democratic progress in Russia, contrary to expectations, as noted by Hanns
Maull (2004), “It was primarily Germany in the early 1990s that pushed for
Russian membership. The idea in German diplomacy was that bringing in
Russia would help support the transformation of Russia into a western,
democratic, capitalist partner—an ally—or into a great important country
one could co-operate with easily.”

In the run-up to the summit, Merkel was able to silence initial dissent on
G8 reform within her cabinet. At one point, Peer Steinbriick, the influential
finance minister, had expressed sympathy for an inclusive leaders forum
(L20) tailored after the G20. In November 2006, on the sidelines of the G2o

e



10_HP_fues-leininger.gxd 2008/10/01 8:54% Page 239

Germany and the Heiligendamm Process 239

ministerial in Australia, he surprised everybody by stating that the G8 would
become superfluous in the medium term and should be replaced by a new
body of select leaders from the North and South, “not next year, but in two
or three years” (Falk 2006). With this reasoning, Steinbriick followed the
position of his predecessor in office, Hans Eichel, who had also shown some
leanings toward the L2o concept (Cooper 2007). He reiterated his position
at a meeting of the finance ministers of the Gy plus G5 in February 2007, albeit
in a more muted tone, “At this stage, there is no formalized process toward
enlargement, but it is my political prophecy that things are moving in this
direction” (Stahl and Kaufner 2007, translation by authors).

One further government actor that could have been expected to take an
active interest in G8 reform was the Ministry for Economic Cooperation and
Development (Bundesministerium fiir wirtschaftliche Zusammenarbeit und
Entwicklung [BMZ] 2007b) since it propagates the ambitious framework of
“International structural policies.” As part of this agenda, the department
wished to strengthen the voice and participation of developing countries in
the global system. The development minister, Heidemarie Wieczorek-Zeul,
however, focused on global governance innovations under the umbrella of
the United Nations rather than the G8, “In the short term we can reach sub-
stantial progress on the reform and strengthening of ECOSOC [United
Nations Economic and Social Council] ... In the long term, ECOSOC should
be upgraded into an effective ‘Global Council’ with a comprehensive man-
date for coordination and harmonization in economic, social and environ-
mental policies” (Wieczorek-Zeul 2005, translation by authors). Another
indication that the ministry wanted to stay clear of the debate on G8 reform
could be found in the 2007 meeting, to which it invited the Gs and African
countries before the Heiligendamm Summit. The agenda did not include
any reference to the future shape of the summit architecture (BMZ 2007a).

In understanding Merkel’s resistance to far-reaching innovations, one
must keep in mind the general German disinterest in the subject. The fol-
lowing analysis of more than a decade ago still holds true today: “Summit
reform is a specialists’ issue in Germany, about which few people think very
deeply ... There do not seem to have been any serious efforts within the
SPD, or elsewhere (the Greens, the Bundestag), to develop coherent and sys-
tematic ideas about summit reform. The same is true of research centres
and think tanks” (Maull 1994, 135). Hence, there is little domestic incentive
for policy makers or political actors to move forward on G8 reform.

Besides internal factors, there is also an external impediment to Ger-
man support for formal enlargement. Given possible summit constellations
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from a European perspective, good reasons can be found for a joint repre-
sentation of member states from the European Union. With four seats
(Britain, France, Italy, and Germany) plus the participation of the European
Commission, the continent is obviously over-represented in the present set-
up. A similar problem exists in the Bretton Woods institutions and the
UNSC. Any enlargement without abolishing outdated European privileges
would not be acceptable to the global South. In pushing for summit reform,
Merkel could therefore run the risk of catapulting her country from one of
the few remaining arenas where the projection of economic and soft power
is possible without the straitjacket of European policy coordination.

Domestic Environment

Decision making on foreign policy, even in liberal democracies, used to be
one of the most restricted public domains. Today, this principle no longer
applies to G8 summits since they attract huge media attention and often
lead to mass mobilization, not only in host countries. As expected, the 2007
Heiligendamm Summit became the focus of heated controversies in German
society long before the heads of government and state assembled at the
Baltic coast resort. Early criticism forced Merkel to abandon her original
intent of concentrating on core issues of the global economy. Development
in Africa was added to the G8 agenda to placate public concern over global
poverty.

Parliament and Political Parties A few years back, the German Bundestag
established a commission of parliamentarians and independent scholars
that was charged to formulate effective political responses to globalization.
While the commission recognized the need for summit reform, it came up
with only vague policy recommendations due to the lack of consensus
(Deutscher Bundestag 2002). The final report recommends the establish-
ment of a new global governance group with leaders from 24 countries that
would be selected by a representative formula. The proposal emulates the
executive boards of World Bank and International Monetary Fund (IMF),
which consist of 24 members from all world regions (disregarding the asym-
metrical distribution of voting rights). The parliamentary commission also
recommended keeping the original G8 as an exclusive forum of policy coor-
dination among industrialized countries.

The debate in parliament on the 2007 Heiligendamm Summit corrob-
orated the divisions among political parties in Germany. While the Conser-
vatives (CDU/CSU) and the Liberals (FDP) (Westerwelle 2007) denied the
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need for global reform, the Social Democrats (SPD) recognized institutional
deficiencies in this regard (Staffelt 2007). The SPD wanted to remedy those
by strengthening and democratizing the UN and, in a long-term perspec-
tive, advocated the creation of a new UN organ for economic, social, and envi-
ronmental security analogous to the traditional UNSC. As to the summit
architecture, the SPD saw the G8 complementary to the UN.¢

Fundamental criticism of the G8 was voiced by the Left Party. It
demanded the dissolution of the summit architecture and supports the UN
as the only acceptable authority of global decision making, as indicated by
a leading party official, “The G8 is not legitimized. It claims the status of
world government. However, there is not a single resolution by the United
Nations that would legitimize that ... We want a democratically reformed
UN which is in charge of world politics” (Gysi 2007, translation by authors).
The Green Party did not go to the extreme of advocating the disbandment
of the G8 but spoke out for the inclusion of emerging powers. It also insisted
on the leading role of the UN in global affairs and wanted to explore the
potential of the so-called L2y as a representative body of leaders under the
UN’s ECOSOC (Kuhn 2007).

Academia Opinions in German academia on the summit architecture are
strongly polarized between those in favour of structural reform and those
on principle opposed to any form of club governance. The G8 as it exists
today does not find much scholarly support since the inclusion of emerg-
ing powers is recognized as an irreversible trend (Maihold 2005). Harald
Miiller (2008, 291; translation by authors) sees the main function of global
policy coordination in containing conflicts among major powers, includ-
ing the Gs, “The adequate form that this can take is the concert: A contin-
uous round of consultation among the G13, i.e., an extension of the G8.”

A critical position toward the G8 is taken by scholars such as Elmar Alt-
vater (2007) and Franz Nuscheler (2007) who denounce the group as an
instrument of western dominance that cannot and should not be reformed.
In a similar vein, the G2o finance is seen as serving the interests of the “hege-
mon club.” The L2o, the envisioned platform of leaders from North and
South, has not found many takers in German academia or in the general
public. As one of few exceptions, Andrew F. Cooper and Thomas Fues (2005)
propose an institutionalized link of the L20 to the UN in order to safeguard
the supreme authority of the world organization.

Political foundations play an important role in Germany in advising
the particular party with which they are aligned as well as contributing to
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public debates. The Friedrich Ebert Foundation of the SPD has been espe-
cially productive in providing analytical contributions aimed at Germany’s
twin leadership of the EU and the G8 in 2007. The foundation commis-
sioned about 30 studies to explore various dimensions of German objec-
tives, roles, and strategies in international relations. Some of them had a
particular country or regional focus (e.g., China, India, Latin America, and
the Middle East) while others looked at global issues such as disarmament,
health, and the global economy.

One of the reports focused on multilateral institutions and the global sys-
tem. Its author argued for a reform of the summit architecture along the
lines of the proposed L2o0:

One good approach to improving the coordination of global politics would
be to establish a new, permanent initiative and coordination mechanism. Not
only the Security Council needs to be enlarged, the G8 does as well. Together
with its European partners, Germany should review the proposals that have
been tabled on this issue and then work for one of these options. Former
Canadian Prime Minister Paul Martin, for instance, proposed the establish-
ment of a group of 20 leading industrialized and emerging nations that
would regularly meet at the level of the heads of state and government (the
so-called L20) (Stetten 2007, 15).

In a synthesis of all the foundation reports, Jochen Steinhilber (2007, 55;
translation by authors) referred to the L20 as a medium-term perspective
coming only after the gradual integration of emerging powers into multi-
lateral arrangements, “From the perspective of large emerging economies,
deepened economic integration leads to a lock-in effect which forces them
to become more involved in global policy coordination. This gradual involve-
ment could, in the medium-term, open the door for new structural ele-
ments in international relations, such as the L20.” In his assessment, the HP
is a very restrained opening signal of the G8, which will not facilitate the
quick and comprehensive integration of rising powers into the existing insti-
tutional system. His colleague, Thomas Manz (2007), was similarly skepti-
cal about the German outreach since it could not bridge the legitimacy gap
between exclusive membership (club governance) and self-mandated global
responsibility.

With immediate relevance to the debate on European representation
within the G8, the renowned political philosopher Jiirgen Habermas (2007)
specified two reasons why Europe as a whole rather than individual nation-
states should play a stronger political role in the world: First, single Euro-
pean states can hardly exert influence unless they act jointly. Second, the
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institutionalization of “global domestic politics” will only come about when
nation-states band together in regional groupings, with the exception of
born global players such as the U.S., Russia, China, and India.

Hanns W. Maull (2004) of Trier University also supports the notion that
G8 members from the region should strive for European rather than national
objectives, “I wish that Germany would use the G8 more forcefully and more
systematically. I also wish that Germany would perhaps consider the possi-
bility of co-ordinating European Union positions in the G8 ... The EU
aspires to a common foreign security policy. It has done more than talk
about co-ordinating positions in the UNSC, so why not the G8? That would
be a way of taking the G8 more seriously or promoting it as an important
part of global governance.”

In its study of the IMEF, an influential European think tank recommended
a new mode of regional representation that could be similarly applied to
the G8, “Against this background, the case for a single European or, more real-
istically, a euro-area seat at the IMF Board is strong ... [A] unified represen-
tation would actually solve two problems. It would allow a better
representation of emerging and developing countries and strengthen Europe’s
influence” (Ahearne et al. 2006, 7). Similarly, Martin Ortega (2007) of the EU’s
Institute of Security Studies suggests that EU groupings should be estab-
lished in international institutions such as the UN and the IMF. This prin-
ciple could also be followed in the G8 and any future modifications of the
summit architecture.

The few statements so far on the HP from the academic community sig-
nal cautious support. Marco Overhaus (2007) from Trier University wel-
comes the initiative but considers it as not ambitious enough, “The
Heiligendamm process to streamline the G8 agenda and transfer more of the
dialogue with other countries into existing international institutions is a step
in the right direction, but it is still a timid one.” Katharina Gnath (2007) of
the German Council on Foreign Relations underlines the necessity to insti-
tutionalize the integration of rising powers further. With a thematic focus
on climate change, the German Advisory Council on Global Environmental
Change ([WBGU] 2007, 15) calls for strategic cooperation between G8 and
Gs through an innovation pact, “The Council proposes the launch of strate-
gic decarbonization partnerships with those newly industrializing countries
that are likely to play an important role in the future world’s energy sector.”

Civil Society and Private Business In general, German NGOs are highly
critical of the G8 and invest little energy on its reform. The 2007 summit
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demonstrated the strong resonance for rejectionist positions in German
civil society. Contrary to this, a wide range of mainstream NGOs accepted
the invitation to engage in dialogue with all the G8 sherpas and, for the
occasion, mobilized expert knowledge on a wide range of pertinent issues.
According to the minutes of the meeting, which took place in April in Bonn,
none of the NGO representatives raised the point of G8 enlargement or the
HP. The debate rather stayed within the thematic confines of the official
summit agenda (Civil G8 Dialogue 2007). The position paper of the German
NGO G8 alliance also lacked any reference to structural reform (G8 NGO
Platform 2007). Similarly, the Confederation of German Trade Unions
(Deutscher Gewerkschaftsbund [DGB] 2007) did not address summit reform,
although its representatives were heavily involved in the societal debate on
the G8.

Critics from the extreme left have denounced the faith of NGOs in the
good intentions of G8 governments and, instead, called for uncompromis-
ing resistance to ruling interests (Bundeskoordination Internationalismus
[BUKO] 2007). The German branch of the international civil society network
Attac (2007) considered the Heiligendamm Summit a complete failure and
wanted to abolish the G8 altogether since the forum represented, in their eyes,
an imperial form of global governance. On top of the legitimacy gap, the G8
had become superfluous in their view, since it cannot provide effective solu-
tions for global problems. Rainer Falk and Barbara Unmiissig (2007, trans-
lation by authors), leading civil society voices, criticized the HP as fake due
to its exclusive focus on issues relevant mainly to the G8, “This is neither
dialogue nor efficient management of globalization.” The German UN Asso-
ciation similarly insisted that the purpose of the HP must be to strengthen
decision making in established multilateral forums (Deutsche Gesellschaft
fiir die Vereinten Nationen [DGVN] 2007).

Jens Martens (2007, 306), a respected NGO analyst, was equally critical
in his assessment, “Evidently, however, the agenda for the Heiligendamm
Process only indirectly addresses pressing global issues such as climate change
or financial-market stability. From the outset, this Process lacks what polit-
ical scientists call ‘output legitimacy’... But even if G8 plus Os had dared to
tackle the main challenges humankind is facing, large sections of the world’s
peoples would still be excluded.” As an alternative approach, he favoured
strengthening ECOSOC through the newly established Development Coop-
eration Forum. While this particular initiative represented an important
step forward, it could not serve the fundamental objective of integrating
emerging powers into the global governance system.
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German corporations and their federations have not yet developed a def-
inite position on G8 enlargement but will support outreach efforts, in partic-
ular the Heiligendamm Process (Bundesverband der Deutschen Industrie e.V.
[BDI] 2007; Deutschen Industrie- und Handelskammertages [DIHK] 2007).

Media German media often question the use of G8 summits in general.
Josef Joffe (2007), influential editor of the prestigious weekly Die Zeit, lists
three reasons why G8 summits should be abolished: The huge public atten-
tion they receive focuses on trivial issues (such as demonstrations) and not
on global challenges; summits arouse the egos of participating leaders and
stimulate an unproductive competition for the spotlight; and summits mean
posturing without serious work on real-life problems. The costs of security
measures for the summit in 2007 were also given as reason for a negative
perception, “German commentators concur in their judgement that the
benefits of the mega event in Heiligendamm do not justify the expenses.
Twelve million euros for a fence that will be immediately knocked down
afterward—and for what?” (Volkery 2007).

Another point of criticism refers to the exclusion of emerging powers:
“In effect, the G8 is an anachronism. An entity, not yet touched by the fren-
zied change of the world” (Weiland 2007). Helmut Schmidt (2007), former
chancellor and present publisher of Die Zeit, spoke out strongly for the
inclusion of China, India, big oil and gas exporting countries such as Saudi
Arabia and Nigeria, and other emerging powers such as Brazil and South
Africa. Two renowned journalists, Harald Schumann and Christiane Grefe
(2008, 385; translation by authors), provided a highly critical perspective on
the HDP, “The attempt to include the leaders of nations with a population
of billions by offering them a seat at the side table, rather created the impres-
sion of condescension.” This sentiment was echoed by yet another media
opinion, “The openness for dialogue quickly hits upon constraints. As soon
as the liberalization of trade, e.g., opening of agricultural markets, is raised
the G8 defend their one-sided interests which exacerbate poverty in the
developing world. Emerging powers are not really given any rights in deci-
sion making” (Volkery 2007).

Germany and the Heiligendamm Process

Motives, Interests, and Objectives: Germany as Initiator

The HP, a German innovation, represents an incremental move to formal-
ize the outreach process below the critical threshold of regular expansion for
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which no consensus among G8 members is in sight. The launch was for-
mally announced to the public in a joint statement by the German presidency
and the heads of government of Brazil, China, India, Mexico, and South
Africa at the end of the summit (G8 and Outreach Partners 2007). Leading
up to Heiligendamm, Berlin had organized ministerial sessions that brought
together G8 and Gs officials in the areas of finance, development, and the
environment. This can be seen as a deliberate effort to create a broader
framework for future issue-focused interactions. Also, a series of talks that
took place between the G8 and G5 sherpas were concluded in Heiligendamm
(Benterbusch and Seifert 2008, 3). Berlin saw the HP as a limited, ad hoc
step that does not aim at enlargement through the backdoor. In choosing the
preferred group of five partners, Merkel decided to build on the British for-
mula for the 2005 Gleneagles Summit. She had originally intended to carry
the new modalities of dialogue into a wide range of multilateral bodies
beyond the G8. However, there remains no evidence of a concerted effort of
this kind.

The German government cannot commit future G8 hosts to a particu-
lar outreach strategy, as emphasized by the German sherpa, Bernd Pfaffen-
bach (2006, translation by authors), “The current presidency cannot prescribe
to future presidencies whom they should invite ... Maybe it will make sense
to invite a completely different group in two or three years.” Berlin also fully
understands that there is no automatism in having the substance of the HP
dialogue incorporated into the proceedings of subsequent summits. Ger-
man officials were, however, determined to persuade Japan and Italy—hosts
of the 2008 and 2009 summits respectively—to recognize and respect the spe-
cial relationship with the G5 and to create room in the official agenda for the
interim (2008) and final (2009) reports.

What motivated Merkel and her government to get involved in incre-
mental, but nevertheless significant, summit innovation? Germany was
ready to invest considerable political and financial resources in a process of
uncertain ending. At home and abroad, German diplomacy and Merkel
personally would be judged by the HP outcome. The German initiative has
been driven by a combination of leadership qualities and national inter-
ests of a middle power with civilian characteristics. Merkel clearly realized
that the post-World War II order has come to an end. At the 2006 World
Economic Forum, she acknowledged that a “creative imperative” would be
necessary to cope with current global changes (Merkel 2006). At the 2007
World Economic Forum, Merkel (2007a, 2, 5) summed up her position as
follows: “During the past 200 years we, and indeed Europe as a whole,
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became accustomed to taking a highly Eurocentric view of the world. Today
we see that this simple view no longer applies ... Therefore my aim is for
Germany’s G8 Summit, in Heiligendamm in June, to place special empha-
sis on new forms of dialogue with the major emerging economies, i.e.,
Brazil, China, India, Mexico and South Africa.” The depth of Merkel’s com-
mitment to systemic reforms can be gauged by her recent proposal for uni-
versal carbon equity. She pleaded for equal per capita emission rights on the
basis of drastically reduced global volumes. National quotas would be set
on the basis of population. According to press reports, Merkel adopted this
idea from Indian prime minister Manmohan Singh, which would be an
impressive example of mutual learning within the HP (“Angela Merkel:
‘Vergesst Indien nicht’” 2007).

Given national interests, the HP has obviously been driven by the spe-
cific objectives of a civilian power that can only project (soft) power through
coalition building and multilateral arrangements. German diplomacy under-
stands the need for more inclusive structures that reflect the tectonic power
shifts at the beginning of the 21st century (Kaplinsky and Messner 2008). The
alternative to an open international system could only be a concert of great
powers reminiscent of a constellation in Europe during the 19th century
(Drezner 2007). Middle powers, such as Germany, would then be margin-
alized in global decision making. By introducing the HP, Germany can con-
tinue to play a balancing role within the G8 and increase its policy leverage
in a global context.

A second motive of Germany in promoting the HP refers to its desired
leadership role in the global debate on climate change. Using her double
presidencies in 2007, Merkel campaigned heavily for a post-Kyoto agree-
ment on carbon dioxide reductions. Granting emerging powers a privileged
position vis-a-vis the G8 might help to generate their support for bind-
ing limits on greenhouse gases. The success of the climate talks in Bali in
December 2007 demonstrates the growing openness of key players from
the South to collective strategies and can be attributed, at least in part, to
the HP and the preceding G8 outreach by the British (which was called the
Gleneagles Dialogue on Climate Change, Clean Energy, and Sustainable
Development).

In summary, the following main objectives of German diplomacy in the
HP can be identified:

+ to provide a forum for the exchange of perceptions and interests between
existing and emerging powers on issues of global importance (short
term);
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+ to consolidate Germany’s influence on global agenda setting (medium
term);
+ to reform the global governance system (long term).

As already stated, G8 and summit reform are not prominent issues in Ger-
man public debates. Nevertheless, the topic would re-emerge with the
Hokkaido Toyako Summit in July 2008, where a mid-term review of the HP
would be presented. At that point, G8 critics as well as opposition parties of
the German Bundestag would certainly make a first assessment of the process.
The 2009 summit would be even more important for Merkel, since the HP
comes to an end just a few months before German national elections are
scheduled.

Expectations of Heiligendamm Process Outcomes

The German government has high expectations of the HP to achieve effec-
tive results by 2009. However, in public those aspirations are toned down to
protect against possible disappointment. German officials continuously
emphasize that the HP constitutes something like “unknown territory”
because nothing similar has been tried before. Just to get it started is gener-
ally considered a major success of German diplomacy. Expectations do not
vary much among officials of different ministerial affiliation. This comes
somewhat as a surprise considering the highly decentralized nature of the
political system in Germany (Weller 2007). Although ministries have diverse
thematic interests, there seems to be a high degree of convergence with
regard to desired HP results. Officials stress the importance of process in
the dialogue exercise rather than referring to specific policy outcomes. In
interviews with German officials conducted by the authors, five main expec-
tations emerged:

+ the creation of trust and dependability among G8 and G5 countries;

+ enhanced mutual understanding of motives and interests on critical
global issues;

+ more awareness of common responsibilities for global problems;

+ the exploration of possible corridors of compromise for stalled negoti-

ations in international organizations (“pathfinder” function); and

increased legitimacy of the G8 by involving the Gs.

Overall, one perception dominated among all German actors: they see
the lack of trust and mutual understanding as the main limitation on effec-
tive cooperation between western and emerging powers. It is hoped that the
informal atmosphere of HP working groups, through exchanges rather than

e



10_HP_fues-leininger.gxd 2008/10/01 8:54% Page 249

Germany and the Heiligendamm Process 249

negotiations, will facilitate rapprochement. However, it is also acknowledged
that time may be too short since suspicions run high on both sides. As a
first step, German officials are eager to learn more about the “real” interests
of the G5 countries. They underline that such a learning process is better
served by a focus on specific topics rather than dealing with comprehen-
sive foreign policy agendas. German officials seem to detect a convergence
of perceptions with the Gs in regard to universal risks and challenges, such
as climate change. They also see a growing willingness among the emerging
powers to accept common global responsibilities. HP discussions are expected
to build on this and, eventually, to lead to appropriate political responses at
national and multilateral levels. German officials, however, are aware that
demanding too much too soon from Gs countries could be counterproduc-
tive. Dissent among G8 states on various issues, such as intellectual property
rights (IPR) or the reduction of carbon dioxide emissions, further compli-
cates consensus building.

Beyond the “internal dialogue” between the two country groupings and
among their respective member states, in the perception of German offi-
cials, the HP could also provide a catalytic function for global politics in a
broader sense. They see the possibility of a breakthrough for stalled nego-
tiations, as in the Doha trade round. This argument is used to demonstrate
how the HP could complement and support multilateral institutions, but is
not free of self-serving interest. There is a danger that the HP could be per-
ceived as a Trojan horse by the G5 through which western countries pro-
mote their agenda in global policy arenas. Such ambitions could undermine
the whole process and create resentment within the Gs.

With regard to concrete policy issues within the four working groups
(“pillars”) of the HP, there is no certainty about possible outcomes. Ger-
many has shown a special interest with regard to development cooperation,
particularly toward Africa. The recent engagement of China and other emerg-
ing providers has triggered a debate in the West whether this will under-
mine standards and procedures of the Development Assistance Committee
(DAC) of the Organisation for Economic Co-operation and Development
(Fues et al. 2006). The HP is expected to foster a dialogue on development
assistance toward low-income developing countries.

A key expectation of Germany—as well other countries—is to raise the
legitimacy of the G8 by involving G5 in a more systematic manner. This may
work for a transition period of two years, after which the question of for-
mal expansion will become more urgent than ever. While most G8 countries
may feel comfortable in continuing with a structured dialogue, the G5 could
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insist on full-fledged inclusion. Thus, Germany’s incrementalist approach
may unwittingly have sparked off a dynamic that, at the end, leaves few
options to the G8. Either its members agree to a fundamental overhaul of
their club or they risk a major clash with the Gs.

Germany's Bureaucratic Institutional Arrangements
for the Heiligendamm Process

This section looks at the bureaucratic institutional provisions taken by the
German government with regard to the HP. Also, the particularities of the
German political system and its style of decision making are explained.
While the foreign office assumes a coordinating role, the development min-
istry, the chancellery, the defence ministry and various other departments
are engaged in shaping German relations with the outside world (Eberlei and
Weller 2001). Consequently, a high number of government offices are also
involved with the G8 in general and with the HP in particular. Since the G8
constitutes a leaders’ body, all policies related to it are of top priority to the
chancellor. Nevertheless, coordination of G8 policies does not happen
through the chancellery but through the task force of the sherpa, who holds
the office of state secretary at the Ministry of Economics and Technology (see
Figure 10-1).7 This exceptional institutional choice has influenced German
G8 agenda setting and might explain its strong emphasis on world economic
issues in the political G8 summits.

Other ministries are actively involved in the G8 when their specific issue
areas are addressed, and each sherpa meeting of the annual G8 policy cycle
is supported by these ministries. Whereas the finance ministry plays a spe-
cial and relatively autonomous role in handling the Gy ministerials, the for-
eign office addresses security issues. Due to public interest in North—South
relations, the Ministry of Economic Cooperation and Development assumed
an outstanding role in recent German summits. At Cologne (1999) and Heili-
gendamm (2007), high priority was given to global development issues. In
the past, Germany has, rightly, been criticized for its lack of coherence in for-
eign policies. But G8 policies constitute an exception since they are centrally
coordinated by the sherpa task force. One example of such interministerial
coordination, quite unusual in matters not related to the G8, concerns the
initiative of the finance ministry—in close cooperation with the development
ministry—toward African countries that led to the adoption of the action
plan on “Good Financial Governance in Africa” (Bundesministerium der
Finanzen 2008, 82).
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Three different ministries are assigned to the four working groups of
the HP (see Figure 10-1). The Ministry of Economics and Technology par-
ticipates in the pillars on energy efficiency and investment; the development
ministry represents Germany in the working group on development with spe-
cial focus on Africa, while the justice ministry is in charge of German rep-
resentation in the working group on innovation due to the high importance
of IPR in this pillar. The involvement of the justice ministry is exceptional
since IPR constitutes a topic normally addressed by the finance ministry. It
may become more difficult to create policy coherence in this context, than
compared to regular G8 processes, because ministries are autonomously
discussing with G8 and G5 countries within their respective working groups
in an informal setting. The sherpa task force thus faces a major challenge in
coordinating the German positions for the HP steering committee.

Germany has provided substantial human and financial resources to
institutionalize the HP. Most importantly, Germany promoted the creation
of a support unit in Paris as an independent entity within the office of the
OECD secretary general. Its main tasks consist of drafting reports and prepar-
ing the meetings of the working groups and the steering committee. The
unit is staffed by four senior policy analysts and led by a director, who was
a senior German official from the Ministry of Economics and Technology,
who headed the sherpa task force before his appointment. Germany has
been the sole significant financial supporter of the unit, with symbolic con-
tributions coming from Japan and Italy.

Additional resources for the HP within the German bureaucracy have
until now only been provided by the development ministry. Furthermore,
there are plans to increase the size of the sherpa task force in the Ministry
of Economics and Technology. In light of the higher coordination needs
among ministries on the one hand and the requirements of numerous addi-
tional international meetings throughout the year on the other, the commit-
ment of more human and financial resources seems inevitable if German
support for the HP is to be maintained at a high level.

Political Dynamics: Germany’s International Environment

The HP was agreed upon by all G8 members. However, after the Heiligen-
damm Summit, diverging positions among G8 members on the appropriate
form of integrating the G5 became ever more pronounced. Despite its weight
within the EU, Germany was not able to harmonize the positions of Britain,
Italy, and France on the HP and the G8. In sharp criticism of the HP, French
president Nicolas Sarkozy launched a campaign to offer formal membership
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to Gs states. On 22 November 2007 he stated: “I am sorry, but I think that it
is misguided to invite a country such as China, a country such as India, a
country such as Brazil, a country such as South Africa, or a country such as
Mexico for merely participating at a breakfast on the third day [of the G8
summit]. We are highly interested in bringing them together at the negoti-
ating table, to treat them as partners and to confront them with their respon-
sibilities ... We are in the 21st century and here a G13 fits better” (Sarkozy
2007, translation by authors). This statement was underlined by an official
letter that Sarkozy addressed to the leaders of all G8 countries in order to pro-
mote formal expansion by January 2008.

The British government has not taken an explicit position on member-
ship of the Gs. But it seems to support the idea of inviting only India to
“formally” join the G8, as Prime Minister Gordon Brown announced dur-
ing his visit to India in January 2008, “I support changes in the World Bank,
IMF and G8 that reflect the rise of India in Asia” (10 Downing Street 2008).
It is important to note, however, that Brown’s predecessor, Tony Blair, had
pushed for formal inclusion of the Gs shortly before the Russian-hosted
St. Petersburg Summit in 2006. Although Russia has not taken a clear posi-
tion in the current debate, it has promoted formal G8 enlargement before.
In particular, Vladimir Putin called for India’s formal inclusion into the
summit architecture (“Putin to Back G8 Expansion to Include India” 2006)
and also supported official membership for China and Brazil after the St.
Petersburg Summit. Italy has not yet voiced an opinion on the issue; nor
has Canada.

The U.S. and Japan are firmly opposed to formal enlargement, presum-
ably because of their political rivalries with China. Whereas Japan and
China have been competing for political supremacy in East Asia through-
out the 20th century (Nabers 2006), the U.S. sees its status of global super-
power endangered and is vitally concerned about China’s rise (Yong Deng
and Moore 2004). The polarized debate on formal G8 expansion has caused
problems for the HP because Japan and the U.S. want to stall any dynamic
that would lead to automatic membership after 2009. Consequently, the
Japanese G8 presidency was not keen to integrate the HP officially into the
agenda of the 2008 Hokkaido Summit. To balance the focus on the five
Heiligendamm countries, Japan decided to also invite Australia, Indonesia,
and South Korea. This move may not have delighted the G5 since it under-
cuts their privileged position.

While G8 members are discussing the status and form of inclusion of G5
members into their exclusive club, another major political issue remains
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untouched. The EU, formerly the European Community, has been part of
the G8 meetings (then Gy) since 1977 (Hajnal 2007, 3). It has by now become
a full G8 member without the formal status. As a matter of fact, the G8
should be called Gg, or even a hybrid G31. It is not clear to what extent the
EU represents its member states, excluding France, Germany, Great Britain,
and Ttaly, which are directly represented. There is no mechanism for coor-
dinating European positions in the G8. Any talk about G8 expansion should
include a reflection on the present role of the EU and how regional repre-
sentation could be used for future membership models. In the long run, the
sole participation of the EU rather than of individual European states may
open the door for the inclusion of emerging powers and other regional
groupings. Major European powers such as France, Germany, and Great
Britain can be expected to resist this arrangement as they are not ready yet
to give up national privileges and the Europe’s Common Foreign and Secu-
rity Policy is still in the making.

Opportunities and Limits of the Heiligendamm Process
from a German Perspective

The HP comes at a critical juncture of global politics (Cooper and Jackson
2007). Emerging powers of the global South are challenging western pre-
dominance in the international order. Deepening political interaction with
industrialized countries is only one of several options they can pursue.
South—South cooperation and regional integration, for example through
the East Asia Summit or through Mercosur, are gaining increasing atten-
tion. There may be only a small window of opportunity for inclusive reform
of the summit architecture before emerging powers seize alternative oppor-
tunities. The Heiligendamm Process must, therefore, quickly deliver tangi-
ble benefits for the Gs, and the developing world in general, if the G8 is to
remain an attractive forum of dialogue and policy coordination in their
eyes.

What are the prospects for success before the summit of 2009? A funda-
mental divergence between G8 and Gs exists in the different notions of legit-
imacy each side associates with the HP. While industrialized countries focus
on input legitimacy in keeping the process open ended, the G5 members
are mainly interested in output legitimacy, i.e., concrete results that would
imply significant policy shifts of the G8 in areas such as trade or voting
rights in international financial institutions.® At this stage, there is no indi-
cation how this growing gap could be bridged.
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At the invitation of Mexico, G5 countries met the evening before the
Heiligendamm Summit, on 7 June 2007 in Berlin, to formulate a joint posi-
tion paper vis-a-vis the G8. In comparing that G5 paper with the joint dec-
laration of the German G8 presidency and the G5, Mario Riestra (2007) has
provided an in-depth analysis of the compromise reached by the two coun-
try groupings. The G5 paper emphasizes technology transfer and gives less
attention to the protection of innovation while development ranks high in
both documents. The investment and energy issues are strongly emphasized
in the G8/Gs declaration but play a rather modest role in the G5 paper. Ries-
tra also notes that climate change is treated as an extension of the energy topic
at the insistence of the Gs, which resists the western focus on binding emis-
sion targets. Three major issues of importance to the Gs are excluded alto-
gether from the HP agenda, which was unilaterally set by the German G8
presidency: reform of global governance institutions, international trade,
and migration. The inclusion of these topics could be beneficial for the dia-
logue, Riestra argues, because it would improve the sense of ownership by
the G5 with regard to agenda setting.

Another critical issue is linked to the role of the OECD in the HP in
hosting the support unit. Most G5 countries have been skeptical of this idea
because they see the OECD as a “rich countries’ club.” While Brazil seems to
consider OECD membership, China and India keep their distance. Mexico
undoubtedly played a crucial role in convincing the G5 to accept the arrange-
ment, given that it is not only a member of the OECD but that the organi-
zation’s secretary general is Mexican. Since the HP support unit is kept
separate from the regular OECD administration, the G5 may eventually
develop trust in this solution.

The biggest mistake the G8 could make is taking for granted the Gs
members’ interest in continued interaction without reflecting on their spe-
cific perspectives and expectations. The HP can only bring about progress
if it operates as a dialogue of equals where both sides are ready to search for
new modalities in cooperative multilateralism. It is not yet clear if German
diplomacy has fully understood the challenge this represents. Berlin appears
interested in shepherding the emerging powers into the inner circle of power,
committing them to the G8 agenda, and getting them to adopt rules and
standards set by the OECD and other multilateral institutions under the
influence of industrialized countries. This would be a tragic misperception,
because the G5 countries hardly see themselves as needing outside assis-
tance in order to understand global challenges and, considering their grow-
ing economic and political clout, do not depend on western largesse to be
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admitted to the centre of power. The G5 countries would also dispute the
notion that the OECD and other multilateral institutions, where they are not
represented, are legitimate sources of universal norm creation.

The HP has great potential for fostering political dialogue between the
G8 and the Gs through trust building and cross-bargaining in an atmos-
phere of informality. This is especially important since the international
debate is increasingly shaped by stereotypes that incite anxieties and aggra-
vate the rivalry between old and emerging powers. Hence, one major advan-
tage of the HP could be its potential to reduce destructive tensions in the
global system and open up avenues of cooperative multilateralism with a clear
focus on pressing global problems. The issue of summit reform will, how-
ever, need a new concerted effort after the HP comes to an end in 2009.

If Germany wants to consolidate its role in global agenda setting and
actively foster global governance reform, the government would first need
to expand its political and financial commitment to the HP in order to
ensure its successful completion. Second, given the prevailing reservations
toward globalization and emerging powers, especially China, the govern-
ment should also campaign for global governance reform aimed at its domes-
tic audience and not only in its international relations. In addition, Merkel
should start to work for a common position of the EU on summit enlarge-
ment, to be prepared for the period after the HP terminates in 2009. Any
model for inclusion should, however, recognize that the value of club gov-
ernance lies in informal dialogue and consensus building, complementary
to formal multilateral institutions. At the same time, the UN should be
strengthened to serve as an effective platform for formal decision making for
global problems.

Notes

1 Since the five HP countries reject the outreach label and refer to themselves as Gs,
this terminology, which is now officially used by the German government, is used
in this chapter.

2 Since middle power is a relative term, this concept is contested in political science.
From a realist perspective, international relations are organized hierarchically (great,
middle, and small powers) according to the distribution of hard power resources.
From a behavioural viewpoint, middle power refers to a specific role these states
play in the international order, e.g., as consensus seeker and promoter of multilat-
eral solutions to global problems—a role model that aptly describes Germany’s for-
eign policy. In the academic discourse, German identity and behaviour in
international relations are captured by the concept of civilian power rather than
that of middle power in its realist sense. In the German language, the term “middle
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power” (Mittelmacht) is scarcely used. This stems from the fact that it denotes a spe-
cific historical constellation, i.e., the military alliance during World War I between
the German Empire, Austria-Hungary, the Ottoman Empire, and Bulgaria. In this
text, references to Germany as a middle power are used in the behavioural sense.

3 All translations are by the authors unless otherwise indicated.

4 As Thomas Risse (2007, 58) argues, foreign policies of civilian powers are not nec-
essarily pacifist.

5 However, empirical evidence seems to indicate that the industrialized countries have
been more successful than member states from the global South in shaping the
agenda and position papers of the G2o (Martinez-Diaz 2007).

6 Ulrich Klose (2008), an influential SPD foreign policy expert, advocated summit
reform by including emerging powers.

7 Germany’s situation is exceptional because in most G8 members the sherpas are
placed in the foreign ministry or are directly assigned to the leader.

8 Although the HP itself might generate high input legitimacy among participants, it
might be perceived as less legitimate from a global perspective, especially by those
actors generally critical to exclusive club governance.
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Why Is the OECD Involved in the
Heiligendamm Process?

Richard Woodward

Although it seldom receives public acclaim, the Organisation for Economic
Co-operation and Development (OECD) and its predecessor, the Organi-
sation for European Economic Co-operation (OEEC), have starred in many
of the decisive junctures of post-war economic history. In the 1950s, the
OEEC oversaw the reconstruction of the European trade and payments sys-
tem and in the 1960s the OECD’s Working Party Number 3 on Policies for
the Promotion of Better International Payments Equilibrium (WP3) miti-
gated the strains in the international financial system. Over the next three
decades the OECD assisted in managing the oil crises, dissolved obstacles to
the completion of the Uruguay Round trade negotiations, finessed the tran-
sition of eastern Europe’s economies, and was the genesis of the Millen-
nium Development Goals (MDGs). In the new millennium, the OECD
continues to research cutting-edge problems including aging societies, genet-
ics, online security, sustainable development, corruption, and corporate
governance (see Woodward 2008, ch. 5).

Predictably, surveys of global governance regularly pinpoint the OECD
as a central figure in the management of the world’s economic affairs. Nev-
ertheless, scholarly treatments of the OECD’s contribution to global gover-
nance are scarce (for an exception see Aubrey 1967), and most commentators
appear content to reduce the organization to hackneyed catchphrases such
as “the rich countries’ club” (Camps 1975,10; Gilpin 2000, 184) or simplified
descriptions such as “a think tank” (“OECD Fails to Put Its Own House in
Order” 2002) or a “club of government economic analysts and forecasters”
(Hutton 2002, 218). Even the OECD’s self-portrait—“a unique forum where
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the governments of 30 market democracies work together to address the
economic, social and governance challenges of globalization” (OECD
2005, 7)—is somewhat vague. A flurry of recent publications suggests the aca-
demic community have belatedly woken up to the OECD’s importance (see
Mahon and McBride 2008; Woodward 2008; Jakobi and Martens 2009), but
it remains the least written about and least well understood of the major
multilateral economic organizations (for a summary of the existing litera-
ture see Woodward 2007b). This and other recent work provide a detailed
contemplation of what and how the OECD affects national economic poli-
cies and contributes to global governance in discrete policy areas (see, for
example, Long 2000; Armingeon and Beyeler 2004; Sharman 2005). How-
ever, this chapter follows in the footsteps of Theodore Cohn (2002), Jorg
Michael Dostal (2004), and Morten Ougaard (2004) to adjudicate where
the OECD fits into the architecture of global governance. In particular, it is
concerned with the evolution of the OECD’s relationship with the G7/8 sys-
tem, whether and to what extent it has contributed to the latter’s emergence
as an “effective centre of global governance” (Kirton 1999, 46), and the impli-
cations of the Heiligendamm Process (HP) for this relationship and the
OECD’s future role. The following section sketches a framework for under-
standing the OECD’s role in global governance. Then the chapter turns to
consider the increasingly close relationship that exists between the OECD
and the G7/8, and details the OECD’s role in supporting the HP. The final
section examines why the OECD was chosen as a home for the Heiligen-
damm Process Support Unit and the implications this might have for both
the initiative and the OECD’s prospects in the years ahead.

The OECD and Global Governance

Article 1 of the Convention on the Organisation for Economic Co-operation
and Development (1960) states the aims of the organization shall be:

to promote policies designed:

a) to achieve the highest sustainable economic growth and employment
and a rising standard of living in Member countries, while maintaining
financial stability, and thus to contribute to the development of the world
economy;

b) to contribute to sound economic expansion in Member as well as non-
member countries in the process of economic development; and
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¢) to contribute to the expansion of world trade on a multilateral, non-dis-
criminatory basis in accordance with international obligations.

In contrast to many other multilateral economic institutions, the OECD
does not have recourse to legal or financial mechanisms to promote policies
or persuade states to comply. Instead, it pursues its mission by institutionaliz-
ing interstate cooperation. In this context, then, article 3 obliges signatories to:

a) keep each other informed and furnish the Organisation with the infor-
mation necessary for the accomplishment of its tasks;

(b) consult together on a continuing basis, carry out studies and partici-
pate in agreed projects; and

(c) co-operate closely and where appropriate take co-ordinated action.
(OECD 1960)

As international relations scholars suggest, however, material and
ideational barriers to international cooperation are legion. The conundrum
therefore is what the OECD does to overcome these hurdles.

Martin Marcussen (2004) distinguishes among three dimensions of
OECD governance: cognitive, normative, and legal. Ironically, the most
remarked-upon dimension of OECD governance, the legal dimension, is
arguably the least important. Legal governance refers to the authoritative
instruments passed using the OECD Council’s decision-making apparatus.
With only 219 OECD acts in force as of March 2008, the OECD is not a copi-
ous legislator, but its rules and guidelines infuse almost every facet of social
and economic life (see Table 11-1). Moreover, some of these benchmarks
have exerted considerable influence over the trajectory of global governance.
For example, the Code of Liberalization of Current Invisible Operations
and the Code of Liberalization of Capital Movements, both ratified in 1961,
have helped underpin the removal of impediments to trade and finance
(Henderson 1993). Likewise, the voluntary benchmarks established by the 1976
Declaration on International Investment and Multinational Enterprises and,
more recently, the 1999 Principles on Corporate Governance (revised in
2004) are prominent standards in the field of international commerce.
Indeed, the latter are amongst the Financial Stability Forum’s (FSF’s) 12 Key
Standards for Sound Financial Systems and are the template for the corpo-
rate governance element of the Reports on the Observance of Standards
and Codes (ROSCs) set out by the World Bank and International Monetary
Fund (IMF). Some more esoteric OECD guidelines, such as those dealing
with the control of chemicals, have also achieved global acceptance or found
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Table 11-1
Compendium of OECD Acts by Type and Subject, March 2008
Decisions Recommendations  Others Total

Agriculture 4 3 0 7
Anti-corruption 1 3 3 7
Capital movements 1 0 0
Competition law and 0 10 0 10
policy
Consumer policy 1 9 10
Corporate governance 0 1 1 2
Current invisibles 1 1 0 2
operations
Development assistance 0 3 3 6
Education 1
Employment, labour, and 0 2
social affairs
Energy 1 0 0 1
Environment 14 50 4 68
Financial markets 0 7 0 7
Fiscal affairs 0 16 1 17
Information, computer, 0 7 4 11
and communications policy
Insurance 1 10 0 11
International investment and 4 7 3 14
multinational enterprises
Nuclear energy 1 4 3 8
Public management 0 3 0 3
Scientific and technological 0 6 5 11
policy
Shipbuilding and maritime 0 2 4 6
transport
Steel 0 0 1 1
Tourism 1 2 0 3
Trade 0 4 2 6
Total 30 152 37 219

Source: Derived from OECD (2008).

their way into international agreements such as Guidelines for the Identifi-
cation of Polychlorinated Biphenyls of the United Nations Environment
Programme (UNEP) and the International Code of Conduct on the Distri-
bution and Use of Pesticides of the Food and Agriculture Organization
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(FAO) (Busch 2006, 8). However, only 30 OECD acts are in the form of deci-
sions or conventions that are legally binding on their signatories. The remain-
der are non-binding, soft law recommendations, agreements, declarations,
and arrangements. Moreover, article 6 of the OECD Convention allows
members to abstain from council meetings where these decisions are agreed,
absolving them of the need to comply.

The predominance of soft law and the paucity of sanctions available to
the OECD mean that it relies on cognitive and normative governance to
secure compliance. An important but less renowned attribute of interna-
tional institutions is their ability to forge the system in which their members
act, and to articulate a philosophy that sutures certain states together as
imagined communities. Cognitive governance refers “to the OECD’s capac-
ity to engender and reproduce a sense of identity amongst its members by
engineering and propagating a set of values perspectives, expectations, and
discourses about their place and that of the organisation in the global polity”
(Woodward 2008; c.f. Marcussen 2004). The OECD wilfully advertises itself
as a club of like-minded countries (see, for example, OECD 2004b) whose
common ideals define what it and its members are and, essentially, what
they are not. The characterization of the OECD as the economic counter-
part of the North Atlantic Treaty Organization (NATO) (OECD 2004a) is
somewhat simplistic; nevertheless, at the time of the OECD’s foundation
these values were inextricably linked to the Cold War’s ideological battle-
ground. The OECD’s incarnation as a society of nations based on demo-
cratic and capitalist principles stood in stark contrast to the authoritarian
and centrally planned regimes of the communist bloc. Paradoxically, the
collapse of communism in eastern Europe and the spread of capitalism
throughout much of the world prompted an identity crisis at the OECD as
it now needed a more “positive” character rather than being simply a bul-
wark against the communist bloc. In the 1990s, a number of new market
democracies acceded to the OECD including Mexico (1994), the Czech
Republic (1995), Hungary, South Korea, Poland (1996), and Slovakia (2000).
Nevertheless a number of market democracies could not be accommodated
or remained sceptical about the benefits of OECD membership. Conse-
quently, although they remain central to the like-mindedness at the heart of
the OECD, capitalism and democracy alone no longer identify OECD coun-
tries as a discrete community. Identifying and labelling the contemporary
OECD community is more difficult, but it could be described as a commu-
nity of states that are identified as (or wish to be identified as) “modern,
liberal, efficient and market-friendly” (Porter and Webb 2008).
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Normative governance is about the “development and diffusion of shared
knowledge structures—ideas” (Marcussen 2004, 106) and norms through
discussions at the OECD and the ongoing cycle of surveillance and peer
review. Every year some 40,000 officials from national capitals come to the
OECD to participate in its 240-strong labyrinth of committees and work-
ing groups (OECD 2005). By repeatedly bringing together interested high-
ranking officials from national capitals, discussions at the OECD lead to the
adoption of common languages, enable officials to identify shared concerns,
and foster converging understandings of policy problems. The influence of
the OECD secretariat is ultimately conditioned by the member-driven nature
of the organization. Nevertheless, OECD committees and working groups
rely heavily on the logistical, analytical, and statistical muscle of the secre-
tariat, which has proven especially adept at defining and promulgating agreed
principles and terminology for emergent policy problems. For instance, the
principle that the “polluter pays” and the notion of “trade in services” are just
two examples of conventional wisdom that began life at the OECD (see
Long 2000; Cohn 2002). However, normative governance not only refers to
the development and diffusion of shared ideas but also to the behaviour of
the members. Martha Finnemore and Kathryn Sikkink (1998, 891) understand
norms as “standard(s) of appropriate behaviour for actors with a given iden-
tity.” In other words, if the foregoing argument that an OECD identity per-
sists, there are certain standards of behaviour befitting OECD members. At
the OECD, the expectation is that once an agreed policy position or pre-
scription has been attained members will adjust their policies in accordance
with the prevailing view. Failure to do so is “inappropriate” behaviour that
will damage the reputation of the recalcitrant member and the officials rep-
resenting them. The knowledge that the extent of their compliance will be
measured via the OECD’s peer review process creates strong moral imper-
atives for national officials to implement recommendations agreed with
their peers (Pagani 2002).

Opinion is divided about the effectiveness of these “soft” mechanisms
of governance at the national level. In their early work on transgovern-
mental relations Robert Keohane and Joseph Nye (1974, 45) surmised that
these “regularized patterns of policy coordination can therefore create atti-
tudes and relationships that will at least marginally change policy or affect
its implementation.” In his work on the OECD’s Environment Directorate,
Markku Lehtonen (2005) discovered that many governments felt com-
pelled to respond publicly to the conclusions of the OECD’s environmen-
tal performance reviews. Likewise, in 2006, the Belgian treasury deployed
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the secretariat’s dissection of aging societies to overcome opposition to the
reform of the country’s welfare state (Kanter 2006). Personal amities devel-
oped through recurrent OECD meetings can help to prevent or defuse poten-
tially explosive international situations. One of the first inquiries into the
OECD suggested officials become implanted with “the habit of coopera-
tion” routinely taking the positions of their counterparts abroad into account
when formulating policies in their national capital (Palmer and Lambert
1968). Equally, private OECD meetings afford officials an opportunity to
explain occasions where national policies depart from a promised position.
This “informed divergence” (Slaughter 2004, 171-172) can prevent states
from resorting to a public slanging match. Nonetheless, while recognizing
the OECD may apply a “subtle discipline” (Bayne 2000, 48) over the course
of global governance there are grounds to doubt the extent of the OECD’s
influence on policy worldwide (Armingeon and Beyeler 2004). Despite Bill
Long’s (2000, 124) claim that the OECD is “in the centre of international
efforts to define environmental goals, strategies and programme priorities
for governments,” his book on the OECD’s environmental work tenders few
concrete examples of where this translated into concrete policy changes at
the national level. Similarly, despite noting the promise of the OECD’s envi-
ronmental performance reviews, Lehtonen (2005) contends there are strict
limits on their influence. National debates stoked by OECD interventions
tend to be ephemeral and domestic policy changes were the exception rather
than the rule. A similar picture emerges on the economic plain. Ougaard
(1999, 16) suggests there is “no foundation in the empirical record exam-
ined here for claims that OECD peer reviews exert decisive influence on
members’ policies,” particularly among more prominent members. Larger
and more powerful states, with their lavish bureaucracies, are better equipped
to repudiate OECD peer reviews. In addition, there is some evidence of
powerful states trying to manipulate the peer review process directly. One
draft report from the Economic and Development Review Committee so
angered British prime minister Margaret Thatcher that she petitioned the sec-
retary general to replace the director of the economic division (then a British
citizen). The secretary general rebuffed the request but the tone of the doc-
ument was diluted as a consequence (Guilmette 2007).

Elsewhere it has been suggested that the confluence of cognitive, legal,
and normative aspects of OECD governance gives rise to a fourth dimen-
sion of OECD governance, which for want of a better term, can be labelled
palliative governance (Woodward 2007b, 2007a). Palliative governance is a
catch-all phrase that encompasses the sum of the many ways in which the
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OECD greases the wheels of national and international policy making. Of
particular salience to this chapter are the various “support services” the
OECD supplies to other international institutions (Woodward 2004). The
expertise and ingenuity of the OECD secretariat and the smaller, more
homogeneous OECD membership leave it ideally placed to resolve impasses
facing its counterpart international organisations. Cohn (1993), for exam-
ple, documents how the OECD acted as a “prenegotiating forum,” easing
the path of multilateral trade talks from the 1960s to the 1990s (see also Blair
1993). By producing studies and reports, furnishing them with reliable sta-
tistics and new diagnostic tools, and allowing the OECD Trade Committee
to be used as a venue for candid discussions between sporadic meetings of
the General Agreement on Tariffs and Trade (GATT), the OECD helped
states to conquer ostensibly irreconcilable conflicts such as those over agri-
cultural subsidies during the Uruguay Round (Shelp 1986). The OECD has
lent its acumen to the preparations and follow-up activities of a string of
international conferences and institutions. The aforementioned polluter-
pays principle was the bedrock of the 1972 declaration by the UN Confer-
ence on the Human Environment and the 1992 Rio Declaration on
Development and the Environment. Later, the 1987 Vienna Convention for
the Protection of the Ozone Layer, the 1989 Montreal Protocol, and the 1989
Basel Convention on the Control of Transboundary Movements of Haz-
ardous Wastes and their Disposal drew heavily on research undertaken by
the OECD. All this is neatly encapsulated by Nicholas Bayne (1987, 30), the
UK’s ambassador to the OECD from 1985 to 1988, who asserted that the
OECD is the “Cinderella among international organizations ... it does not
always go to the balls like its grander sister organizations, though it often runs
up their dresses and sometimes clears up the mess after the party.” No fewer
than 72 international organizations currently hold observer status at the
OECD and multilateral economic institutions are intimately involved in
various OECD committees. Arguably, in the early 21st century, the OECD’s
most important relationships are now with the G7/8 family.

From Hell to Heiligendamm—The Changing Nature
of OECD-G7/8 Relations

Since the G7/8 system materialized in the 1970s, relations with the OECD
have evolved from mutual suspicion to mutual dependence. Ambiguities
in the OECD Convention have long dogged the OECD. On the one hand,
the convention confers clear responsibility upon the OECD to promote

e



11_HP_woodward.gxd 2008/10/01 8:54 AM Pa%27l

Why Is the OECD Involved in the Heiligendamm Process? 271

sustainable economic growth and development, maximize employment and
living standards, and nurture the global trading regime. The pursuit of such
blanket goals has necessitated the OECD’s entanglement with a host of social
and economic issues, and its adroit colonization of new policy domains has
unquestionably contributed to its resilience and longevity. On the other
hand, the convention allocates the OECD responsibilities in areas that over-
lap with other, often more powerful, agencies of governance capable of imi-
tating or sequestrating its functions. Initially the OECD “functioned steadily”
(Putnam and Bayne 1987, 25) in conjunction with bodies such as the IME,
World Bank, and the GATT. By the 1970s, however, these institutions were
trespassing on the OECD’s customary terrain, imperilling its place in the
architecture of global governance. Alterations to the IMF’s Articles of Agree-
ment, after Bretton Woods’ denouement curtailed the OECD’s economic
surveillance duties (Pauly 1992), while the World Bank usurped “much of the
necessary research, coordination, setting of standards, goals etc.” that the
OECD’s Development Assistance Committee undertook in the 1960s (Camps
1975, 29). The OECD continued to enjoy a healthy relationship with the
GATT but it was overshadowed by the renaissance of European integration.
The expansion of the European Economic Community and its penchant
for free markets and democracy made it a serious regional and ideational
competitor for the OECD. Against this background, the emergence of the G7
as a forum where leading OECD members could meet to discuss and make
commitments on a variety of economic matters caused some consternation
in Paris.

This led, in the initial stages, to an uneasy if peaceful coexistence between
the OECD and Gy. The Gy leaders’ summit was scheduled so that the delib-
erations of the annual OECD ministerial council meeting could feed into it,
and from 1977 to 1980 the OECD’s Economic Policy Committee prepared the
macroeconomic segment of the Gy agenda. This arrangement expired when
the attitudes of the G7 states, particularly the United States and the United
Kingdom, began to diverge from those prevailing in the OECD secretariat.
Throughout the 1970s there were signs of the secretariat challenging key
precepts of the Keynesian consensus (Marcussen 2001; Ougaard 2004). Nev-
ertheless, U.S. president Ronald Reagan and British prime minister Mar-
garet Thatcher perceived it as “too Keynesian” for the brave new world of
monetarism they sought to advance (Putnam and Bayne 1987, 16) and the
IMF assumed responsibility for preparations for the G7 summit. The band
of ministerial groupings that emerged to relieve pressure on the crowded
summit timetable further marginalized the OECD. The quadrilateral group
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of trade ministers (the quad) and the finance ministers and central bank
governors (who began meeting annually in 1998 as the G20) were direct
competitors for the OECD’s Trade Committee and the vaunted WP3.
Whereas in the 1960s and early 1970s, WP3 was a vital location for the dis-
cussion and management of balance of payments disequilibria (Russell
1973), in the 1980s headline deals such as the Plaza Accord (1985) and the
Louvre Accord (1987) were negotiated by the finance ministers and central
bank governors, relegating the WP3 to the periphery (Funabashi 1988;
Krugman 1991).

Two related factors led to a rapprochement between the G7 and the
OECD. First, after the OECD secretariat annulled its marriage with Keyne-
sianism and eloped with a new monetarist mistress, its economic medi-
cines became more palatable to the Gy7. Second, economic elites downgraded
the importance of international cooperation in securing sustained non-
inflationary growth and instead placed greater emphasis on countries pur-
suing the correct domestic policies, in other words encouraging states to
“get the fundamentals right.” The G7’s sorties into macroeconomic policy
coordination achieved some success but their concise and spasmodic polit-
ical get-togethers were unqualified to wrestle with the complexities of the
domestic policies on which they were increasingly fixated. In contrast, sub-
jects such as trade, labour market policy, investment, competition policy,
agriculture, migration, urban affairs, and energy had been studied by the
OECD for up to a quarter of a century and successful G7 deliberations
increasing came to rely on preparatory work by the OECD secretariat and
prior discussions in OECD committees. Formal acknowledgement of this
came in the communiqué of the 1990 G7 Summit in Houston, which “wel-
come[d] the major contributions of the Organisation for Economic Co-
operation and Development (OECD) in identifying structural policy
challenges and options” and “encourage[d] the OECD to strengthen its sur-
veillance and review procedures, and to find ways of making its work oper-
ationally more effective” (G7 1990). Although it is a crude measure,
communiqués released following G7 meetings confirm the trend (see Table
11-2). The 37 references to the work of the OECD in G7 communiqués in the
third summit cycle (1989—95) exceeds the 26 references in the first two cycles
(1975-81, 1982—88) together. There were also qualitative changes to
OECD-Gy7/8 acquaintances. In the first two cycles allusions to the OECD
were primarily reactive, endorsing existing OECD achievements or swear-
ing to continue cooperating in the OECD. In contrast, in the third cycle,
the G7/8 was more proactive acting as the impulse for fresh OECD projects
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Table 11-2
References to the OECD in G7/8 Communiqués, 1997-2002

Ist cycle 2nd cycle  3rdcycle  4th cycle
(1975-81)  (1982-88) (1989-95)  (1996-2002)

Reference to OECD work 0 0 6 62
Endorsement of OECD work 7 8 16 64
Endorse and ask for increased 0 1 6 15
OECD effort

Urge OECD to act 0 0 7 23
Pledge to cooperate in OECD 5 5 2 20
Total 12 14 37 184

on six occasions and coaxing additional efforts from the organization on a
further seven. The allure of structural issues perpetuated in the fourth
(1996—2002) and fifth (2002—2009) cycles with the G7/8 catalyzing OECD
work on aid untying, bribery, investment, aging, food safety, biotechnology,
e-commerce, and online security. Citations of the OECD increased five-
fold in Gy communiqués issued in the fourth cycle fuelling earlier specu-
lation about the possibility of exploiting the organization as a permanent
G7 secretariat (de Guttry 1994; Ikenberry 1993).

The tightening associations between the G7/8 and OECD are also reflected
in institutional arrangements. Senior OECD officials liaise intermittently
with the sherpas and sous sherpas to the summit meeting and for many
years the lead sherpa has briefed the OECD Council about summit prepa-
rations. Since 1999, one of the OECD deputy secretary generals has coordi-
nated the work between the G8 and OECD and, in 2007, the OECD secretary
general was for the first time invited to participate in the summit.

Bonds between the OECD and Gy were fortified following the announce-
ment at the Heiligendamm Summit in 2007 of “a new form of specific coop-
eration with major emerging economies ... to discuss substantive topics in
a comprehensive follow-up process with the aim of reaching tangible results
in two years” and selected “the OECD to provide a platform for this new
dialogue process” (G8 2007). The communiqué goes on to identify four areas
for the dialogue:

+ promoting and protecting innovation,
+ enhancing freedom of investment through an open investment environ-
ment including strengthening corporate social responsibility principles,
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+ defining common responsibilities for development with special regard to
Africa,

« sharing knowledge for improving energy efficiency and technology coop-
eration with the aim to contribute to reducing CO2 [carbon dioxide]
emissions. (G8 2007)

In July 2007, OECD countries approved the creation of the Heiligen-
damm Dialogue Process Support Unit within the office of the secretary gen-
eral. Headed by Ulrich Benterbusch, formerly Germany’s sous sherpa to the
G8, the unit has four policy analysts, one assigned to a working group con-
cerned with an individual aspect of the Heiligendamm dialogue. The unit’s
function is to prepare the meetings of the working groups and to provide the
research expertise to undergird these gatherings. It is too early to state cat-
egorically that the HP marks another qualitative shift in the OECD-G7/8 rela-
tionship. Nevertheless, it is novel because of the breadth of the issues the
G8 simultaneously asked the OECD to investigate and extent of the resources
being used to support the G8 system. Closer ties with the G8 seemed indis-
pensable if the OECD was to prove its continued relevance.

Why the OECD?

Despite its burgeoning connections with the G8, at first glance the OECD
seems a puzzling choice of institution. Of the Outreach Five (Os) countries
only Mexico is a member of the OECD (the other countries are Brazil,
China, India, and South Africa). If the HP is an attempt to bolster the G8’s
dwindling legitimacy by improving the representation of groups from the
global South, it seems strange to conduct the process through the OECD,
which has also been denounced for its lack of legitimacy as a global standard
setter (Sanders 2002) and is widely, if inaccurately, perceived as the rich
country’s club. The choice of the OECD rests on five interrelated factors. First,
the OECD is the only single international organization that encompassed
all of the issues in the HP. As James Salzman (2000, 777) has argued, the
OECD is a “restricted forum for virtually unrestricted topics” and its exten-
sive cross-disciplinary research leaves it ideally placed to understand how dif-
ferent policy domains interact and synchronize. The second factor relates to
the cognitive and normative aspects of OECD governance. Like the OECD,
the G8 system relies overwhelmingly on soft mechanisms of governance to
pressure governments into action. Deeper participation in a body such as
the OECD could have important socialization effects for the Os5 countries
exposing them, and possibly making them more amenable, to the norms
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of behaviour in the OECD—G7/8 world. Third, and related, even before the
conception of the HP, the OECD was already drawing the Os5 members into
its ambit. In addition to Mexico’s membership, in the last two decades the
OECD has evolved from an organization that talks about non-members to
an institution that talks to them (Wolfe 2008). One recent development,
heralded by the 2007 ministerial council meeting, is the “enhanced engage-
ment programs” with Brazil, China, India, Indonesia, and South Africa
(OECD 2007a). Programs are tailored to different countries but involve par-
ticipation in OECD committees and the various peer review processes of
the organization, most notably economic surveys, adherence to OECD
instruments, absorption into the statistical reporting systems, and contribut-
ing to the economic sessions of OECD council meetings (OECD 2007a).
Fourth, the OECD’s reputation for palliative governance, especially provid-
ing a forum to pave the way for agreements and progress elsewhere, is vital.
The privacy afforded by the OECD may lead to convergence in official posi-
tions or may even enable deals to be brokered within and between the OECD
and the Os countries that would not be possible in the glare of international
publicity. Finally, the OECD has had a perennial struggle to define its role
and most commentators, not least those within the OECD, concur that this
has been exacerbated in the post—Cold War era by the plethora of compet-
ing mechanisms of global governance (OECD 1997; Julin 2003; Marcussen
2004; Woodward 2004). The most recent secretaries general have ruminated
about consecrating the OECD’s relationship with the G8 as a way of entrench-
ing its position in the global governance architecture (see, for example, John-
ston 2005). The HP is a logical step in this direction and its location in the
OECD owes much to the personal entrepreneurship of Angel Gurria, the
organization’s current Mexican secretary general.

In terms of scope, it is difficult to conceive of an organization that could
substitute for the OECD in the HP. How far the other purported benefits
of the process develop is more uncertain. In the first instance, the attitudes
of the various parties involved in the HP may limit the extent of socializa-
tion. The chapters on China (see Chapter 4) and Brazil (see Chapter 6)
reveal serious misgivings amongst the Os about the OECD, a predomi-
nantly northern institution, as the setting for the Heiligendamm dialogue.
The main fears are that cozying up to the OECD might damage nascent
South—-South relations or that this choice reflects a devious attempt by
northern states to indoctrinate leading non-OECD countries rather than
engage in genuine dialogue. The statements emanating from prominent
OECD members suggest these concerns are well founded. Writing in the
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OECD Observer Matei Hoffman (2007), Germany’s ambassador to the
OECD, stated with regard to the HP that:

we must drive home the message that market-oriented rules, together with
a social concept of globalisation and a sustainable approach to resource
management, are preconditions for global development and prosperity. It
is in this context that we wish to come to an understanding with our part-
ners on the core challenges facing the global economy.

Without the prospect of genuine dialogue, Os countries may not send
their top officials to these meetings, preferring instead to concentrate their
resources elsewhere. The support unit’s administrative detachment from the
rest of the OECD may surmount this in time (see Chapter 10) but the pro-
ject’s two-year duration may be too abbreviated for this purpose. A second fac-
tor that may limit the socialization of non-OECD Os countries is an absence
of incentives. The successful socialization of the new members that joined in
the 1990s rested on their desire to become OECD members. Some O5 coun-
tries, noticeably China (see Chapter 4) and India (see Chapter 5), are reticent
to embrace OECD membership, rendering them less susceptible to persua-
sion and adoption of the organization’s model or working practices.

A third factor is the ambiguity surrounding, and potential schisms
between, the HP and the OECD’s program of enhanced engagement. The
enhanced engagement program predates the HP and differs in terms of
timescale, scope, and teleology. Enhanced engagement is part of the OECD’s
broader enlargement and outreach strategy (see OECD 2004a). It is an open-
ended program that involves selected non-members in virtually all of the
OECD’s policy-making and policy-reviewing activities and envisages the
possibility of participant countries eventually joining the organization
(OECD 2007b). In contrast, the HP has a specified lifespan, concentrates
on four specific policy domains, and makes no mention of future member-
ship. Theoretically, cross-contamination between the two processes could
yield benefits with the links and lessons forged under one dialogue spilling
over into the other. In practice, the picture is less straightforward. Whereas
Mexico is already an OECD member and South Africa and Brazil are exten-
sively implicated in its committees (see Table 11-3) and have shown some
enthusiasm for eventual membership, China and India are cooler on the
idea. For the former two countries, overlaps between the projects might be
viewed favourably helping to maintain the momentum toward member-
ship. Given their reservations about the OECD, the latter two will wish the
tracks to remain parallel. The other complication is the incongruous posi-
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Table 11-3
Membership and Observership in OECD Committees
of Selected Non-Members, March 2008

Member Observer Total
Russian Federation 9 73 82
South Africa 16 40 56
Brazil 12 43 55
China 2 32 34
India 2 26 28
Indonesia 2 3 5
ASEAN 0 0

tion of Indonesia, a leading member of the Association of Southeast Asian
Nations (ASEAN) and the only country partaking of the OECD’s enhanced
engagement package but not of the HP. While this factor lends weight to
the argument that the two processes are and will be kept separate, it raises
questions about why Indonesia was excluded from the HP, whether it feels
slighted, and what bearing this will have on the dialogue.

Disquiet and fissures among OECD members could also hinder the
socialization process. It is clear that there is little agreement among the G7/8
(the larger OECD members) about precisely how to engage with the Os or
what the ultimate outcome of any engagement should be (see chapters 4
and 10). If the OECD was picked because of its capacity to socialize non-
members, the thornier problem of what the Os5 countries are being social-
ized into appears unresolved. Moreover, although it builds on precedents
and initiatives with non-members from previous G7/8 summits, the HP is
an avowedly German initiative. The bulk of the financial support for HP
has come from Berlin but, in order to be effective, it will likely require more
than the symbolic financial contributions so far made by Japan and Italy. In
the longer term, the support of middle-ranking G7/OECD powers is also
questionable. As Thomas Fues and Julia Leininger make clear in Chapter
10, the HP reflects German attempts to steer a middle course that concur-
rently incorporates emerging powers into the architecture of global gover-
nance but maintains Germany’s place at the top table. A successful HP could
be a pyrrhic victory for Germany because, despite the reticence of China
and India, it would make the accession of O3 countries to the OECD more
likely, dissipating Germany’s influence in the organization.
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Although they approved the creation of the HP support unit, the 23 non-
G8 OECD countries are also likely to have concerns about the impact of
this development. Privately, many smaller OECD members complain that the
growing ascendancy of the G7/8 has squeezed their influence in the organ-
ization and they are far from enamoured with the fresh cabal of large influ-
ential non-members and prospective new members. In particular, there is
a sense that the OECD’s obsession with reaching out to and cooperating
with non-members is at the cost of cooperation among OECD members. The
smaller members are weak in the sense that collectively they account for less
than a quarter of the OECD’s main budget and less than half of the OECD’s
committee chairs. Nevertheless, they could make the OECD’s life awkward
elsewhere. With the OECD working by consensus, something albeit slightly
weakened by changes to its internal governance structure in 2006 (see OECD
2006), small countries can impede the organization’s work. Furthermore, arti-
cle 16 gives members an effective veto over new members of the organiza-
tion. While this may not necessarily impact on the HP it may impede the
organization’s wider enlargement strategy.

Finally, whether the HP will bolster the OECD’s place in the architec-
ture of global governance is open to debate. There are serious obstacles
to the OECD’s emergence as a secretariat to the G8. With occasional excep-
tions, the G7/8 has consistently repudiated the notion of a permanent
secretariat, not least because part of the rationale for the G8’s creation
was to conquer the bureaucratization of international diplomacy. Likewise,
many OECD officials are concerned about the impact such a move would
have on their operational independence and, as before, smaller states ago-
nize about their marginalization within the organization (Kanter 2005).
The Heiligendamm vignette reflects the wider contradictions besieging the
OECD’s enlargement and outreach strategy. The OECD aims to restore its
legitimacy by seeking new alliances with powerful states and civil society
voices lying beyond its existing membership. The problem is that adding
these voices will coincidentally undermine its legitimacy of the various
dimensions of OECD governance. Cognitive governance will be impaired
by diluting or dramatically altering the OECD’s identity. Normative and
legal governance will be weakened by the addition of those with drasti-
cally different world views or who do not respond to softer mechanisms
of governance. Finally, palliative governance might be harmed because
having to take more viewpoints into account may render the OECD as
cumbersome as some of the more inclusive international organizations.
In other words, while a wider membership might confer legitimacy on
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OECD directives, it makes it less likely that such compacts will be realized
in the first place.

Conclusion

Since the mid-1980s the paths of the G7/8 and the OECD have steadily con-
verged. Today, the G7/8 structure relies heavily on the research and analysis
of the OECD while the OECD’s associations with the G7/8 fortify its place
in the international political system. This chapter has argued that the HP is
the latest act in the G7/8—OECD saga. The choice of the OECD to house the
HP support unit reflects the diversity of the subjects studied by the OECD,
its ability to socialize states into its behavioural norms, its track record for
pursuing informal dialogue in support of work in other organizations, its
growing linkages with powerful non-member states, and the beneficial spin-
offs to the OECD from closer ties with the G7/8 system. With the dialogue
half way through its life cycle, it is too early to provide a definitive state-
ment of its impact on the relationship between the OECD and the G7/8 sys-
tem. Nevertheless, this chapter suggests that the remuneration from this
process may not be as great as many presume. The various parties to the
HP have expressed qualms about the choice of the OECD as a venue for the
dialogue. The Os countries are apprehensive that the choice of the OECD
will lead to diatribe rather than dialogue, but smaller OECD countries fret
about being marginalized within an institution that previously enabled them
to project their power on the global stage. Whether Os5 countries can be
socialized into the G7/8—OECD model will depend as much on their moti-
vation as that of the OECD. There is little appetite among certain O5 coun-
tries for OECD membership, the traditional carrot dangled in front of
non-member states, and there are questions about how far the Os will ben-
efit from moving toward the organization’s model. Additionally, the possi-
bilities remain that the HP will prove incompatible with, or at least impair,
the OECD’s wider enlargement and outreach strategy. Finally, and again
with the broader OECD picture in mind, one must query what impact this
will have on the OECD. The idea being mooted in some quarters that the HP
marks the first step toward the OECD becoming the G7/8 secretariat are
far-fetched. Equally, the breadth and intensity of the issues involved could
be the beginning of a new epoch in the OECD-GS relationship. The HP
brings into sharp relief one of the problem besetting the OECD since its
inception, namely how to reconcile the exclusivity of its membership with
the legitimacy of its actions. The OECD’s present strategy may well enhance
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the legitimacy of its actions through welcoming new members and closer
relationships with systemically important players but paradoxically the
expanding membership and more eclectic set of non-member relations
may prejudice its ability to reach the consensus upon which such actions
depend.
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Russia and the Evolution of
the Heiligendamm Process

Victoria V. Panova

The Gy, and later the G8, has gone through a plethora of ups and downs since
it began in 1975. The very idea of the leaders of the most powerful industri-
ally developed and rich countries meeting on their own to discuss whatever
issues they deemed important looked suspicious to the rest of the world
from the start, and was frequently seen as yet another conspiracy of the
strongest to retain their power and not allow any others to join in on the “joy
ride”

Over the next three decades, the initial concept of shared responsibility
that developed into the Trilateral Commission and idea of like-minded lead-
ers mending their own fences and building western solidarity in response to
the various crises of the mid 1970s developed into a demand for a new form
of global governance and the realization that in order to make progress they
would have to adjust to present-day realities.

The first of such adjustments was the gradual inclusion of Russia into the
club, where cooperation (or, rather, supervision at the beginning) started
in the form of outreach sessions primarily with the Soviet Union, and then
its successor, the Russian Federation.!

The last decade of the 20th century was very important in terms of
western alliances and institutions remodelling themselves in order to adapt
and gain the most out of the end of the Cold War and the demise of the
socialist bloc and the Soviet Union. Thus, to keep important global issues
on the agenda, along with the reconceptualization of the North Atlantic
Treaty Organization (NATO), and to expand into the newly created “vac-
uums of power,” the Gy also had to adapt to the situation, and thus sent dual
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messages to what remained of the West’s former adversary, which had now
become Russia.2 The first message was rather nasty: “You lost, so now we will
make the rules and you must accept—no more superpower status; no more
toys in the form of security, spheres of influence or independent decisions,
at least none without preliminary consultations.” But thanks to lessons from
history, namely from the experience with Germany after World War One, or
any other big, temporarily weak state, there was another pacifying mes-
sage—nobody wanted to tease the Russian bear too much, so now came
“carrots” in the form of suggested (but gradual, so the bear would remem-
ber its place) membership into the elite G7 club, with support for joining
other international institutions, receiving economic aid, and requesting
credit lines from international financial institutions (IFIs)—all coming as
worthy substitutes for the lost superpower status.

Nevertheless the purpose of this chapter is not to talk about the motives
behind Russia’s inclusion. After the initial period of turbulence and the
“redistribution” of the former Soviet territories in the 1990s, attention within
the G7/G8 shifted back to the global challenges. Here geopolitics finally got
a clear view of the necessity of managing global economic development,
taking into account grand shifts in economic and financial powers from the
countries of the “Golden Billion” to the stronger stance of selected develop-
ing countries. If in the 1970s, the G7’s response to the demands of New Inter-
national Economic Order—as a way of strengthening bloc solidarity—was
successful, at the dawn of the 21st century, a new challenge became clear.

In addition to the shift in the global distribution of wealth, the Gy—
accompanied by Russia, which, in the 1990s, was weak—overstrained its
own capacities and did not have enough resources to deal with the rising
problems of poverty, climate change, terrorism and drug trafficking.

Another issue of concern was that, notwithstanding its efforts in the 1990s,
the G7 did not manage to incorporate the notion of humanitarian interven-
tion into the framework of universally recognized international law, prima-
rily due to opposition from much of the world community. This failure led
to the need for a more comprehensive recognition of the right of develop-
ing countries to their own ways and perceptions of managing current prob-
lems (for example, limiting the ability of the United States to intervene with
its Monroe doctrine in its “backyard,” which led to worsened relations with
a number of big Latin American countries—including Brazil, which had
even worked out a military plan with the U.S. as a potential adversary).

This chapter discusses Russia’s engagement in the possible reformulation
of G8-centred global governance into the G8+ by means of the Heiligendamm
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Process (HP), initiated at the 2008 Heiligendamm Summit. It first consid-
ers Russia as a G8 member, reviewing some of its actions, participation in,
and contribution to G8 activities. Then the chapter argues that Russia has
unique difficulties in the philosophical and geopolitical definitions of its
place within the international structure, thus providing for a variety of
visions on necessary actions and strategies for the Russian political establish-
ment and civil society. Despite Russia’s preferred western affiliation, its geo-
economic and sociopolitical development at the beginning of the 21st century
nevertheless predetermine several common features with the Outreach Five
(Os) bloc of Brazil, China, India, Mexico, and South Africa. This common-
ality, along with the slow development of the HP, in turn allows for pre-
ferred bilateral relationships with the Os countries, rather than a joint G8
position. So the third part of this chapter will briefly consider the current
state of Russian bilateral relations with each of Os5 countries. The chapter will
end with a consideration of the structure of the HP and its first conceptual
achievements, with further brief outline of its place within the G8.

From Within or From Outside

Being the latest to join the G8, and still retaining its specificity, Russia remains
uncertain about where it belongs most—in the West and the G8, which
seemed to be the obvious choice of the Russian elite in the 1990s, or within
the community of emerging economies often referred to as the
B(R)ICSAM—which includes Russia along with the O5 members. For exam-
ple, with regard to energy, the Russian national oil company Gazprom
belongs with the New Seven Sisters as opposed to the old ones. It is very
important first to specify Russia’s present-day status and perceptions within
the G8 before going further to identify Russian participation and outlook on
the Heiligendamm process.

The answer to the question of how much Russia belongs to the G8 is
double-sided. On one side, the 2002 Kananaskis Summit could be taken as
the first year of recognizing Russia as a full-fledged member.* Russia was
thus perceived as an equal partner at the highest leadership level, although
debates over its eligibility for membership in the elite club continued within
the political opposition of the G7 governments and in the media and intel-
lectual circles, who enjoyed playing with the idea that Russia (along with
other potential adversaries such as, most frequently, China or emerging
developing countries as a whole) continued to be on the other side of the bar-
ricades. For these observers, Russia remained a potential major threat and
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had to be “excluded from the G8” and shown its true place on the world
arena.’

Meanwhile, on the other side, at the leaders’ level, with Vladimir Putin
at the summits, Russia came to be an indispensable and constructive part-
ner, who contributed a great deal to the issues raised and not seen as an
obstacle to reaching joint decisions.

The issue of the economy proves this point well enough. Russia still expe-
riences certain economic difficulties and is not at the same level of per capita
gross domestic product (GDP) as the rest of the G8 countries. It ranks 157th
in the world in terms of life expectancy at birth, one of the key indicators of
the well-being of a state, and has not surpassed the income threshold of
USs15,000 per capita; it still has a very large gap between the richest and the
poorest and high inflation rates; and it is still a largely hydrocarbon-depend-
ent economy. Nevertheless, Russia has recovered as a major player in the
world arena and participates fully in global G8 initiatives, which are dis-
cussed in more detail later on. Its GDP is now larger than that of Canada,
France, and Italy, which makes it impossible to talk of Russia as an “eco-
nomic pygmy” in the G8. Unemployment in Russia constitutes 5.9 percent,
lower than that in France, Germany, and Italy and comparable to Canada.

In terms of political and ideological clout, Russia is unquestionably an
energy superpower. It is one of the Permanent Five (P5) members of the
UN Security Council (UNSC), thus party to an official nuclear club, and is
one of the participants of the Six-Party Talks on North Korea’s nuclear pro-
gram, and it is engaged in negotiations with Iran.

Russian remains the language of communication in a large post-Soviet
area (even within the Baltic states, now members of the European Union, an
indigenous young population is learning Russian again), and the country is
an attractive place for the labour force from the members of the Common-
wealth of Independent States (CIS), particularly Ukraine and Moldova, and
from Central Asia. Russia is also still one of the most consistent proponents
of the supremacy of the international rule of law.

Nonetheless, Russia still stays out of some mechanisms within the G8,
which remain the purview of the Gz—namely, the finance ministers meet-
ings. There have been only two cases of full participation so far, at two meet-
ings in Moscow in 2006 when Russia held the G8 presidency. This exclusion,
however, is politicized too much in the media. A similar situation applied to
Italy and Canada until 1986 (that is, for a decade of their membership in
the G7), when they finally participated in all G mechanisms, including that
of the finance ministers. But to those seeking closer affiliation with the G7/8,
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Table 12-1

GDP (PPP) GDP (PPP) per Unemploy-

(billion capita (thousand GDP (PPP) Life ment (% of

international )  international share of Population July 2008 expectancy total labour Territory in
Country dollars dollars world total est. (size and rank) at birth (rank) force) sq km (rank)
Brazil 1,835.642 (9) 9,695.199 (78) 2.82 191,908,598 (5-2.9%) 72.51 (113) 9.8 8,511,965 (5)
Canada 1,265.838 (13)  38,435.394 (14) 1.96 33,212,696 (37-0.50%) 81.16 (7) 5.9 9,984,670 (2)
China 6,991.036 (2) 5,292.020 (128) 10.86 1,330,044,605 (1-19.91%) 73.18 (102) 4.0 9,596,960 (4)
France 2,046.899 (8)  33,187.764 (25)  3.18 64,057,790 (21-0.95%)  80.87 (8) 8.0 643,427 (42)
Germany 2,809.693 (5) 34,181.175 (23) 4.36 82,369,548 (14-1.2%) 79.10 (33) 9.1 357,021 (62)
India 2,988.867 (4) 2,659.214 (126)  4.60 1,147,995,898 (2-17%) 69.25 (142) 7.2 3,287,590 (7)
Italy 1,786.429 (10)  30,448.310 (27) 2.77 58,145,321 (23-0.87%) 80.07 (18) 6.7 301,230 (70)
Japan 4,289.809 (3) 33,576.764 (24) 6.63 127,288,419 (10-1.9%) 82.07 (3) 4.0 377,835 (61)
Mexico 1,346.009 (12) 12,774.597 (60) 2.08 109,955,400 (11-1.6%) 75.84 (71) 3.7 1,972,550 (15)
Russia 2,087.815(7)  14,692.377 (52)  3.19 140,702,094 (8-2.1%)  65.94 (157) 5.9 17,075,200 (1)
South Africa 467.089 (25) 9,761.387 (76) 0.72 43,786,115 (28-0.65%) 42.37 (213) 24.2 1,219,912 (25)
United Kingdom 2,137.421 (6) 35,134.347 (22) 3.31 60,943,912 (22-0.91%) 78.85 (37) 5.4 244,820 (78)
United States 13,843.825 (1) 45,845.477 (8) 21.44 303,824,646 (3—4.5%) 78.14 (46) 4.6 9,826,630 (3)

Notes: GDP = gross domestic product; PPP = purchasing power parity.

Sources: Calculations are made on the basis of information provided by the International Monetary Fund, the World Bank, and the CIA Factbook.
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this situation could serve poorly, especially if given special emphasis in the
media, for it could be seen as a mere tendency of the old Gy to preserve its
exclusivity and a way to keep the newer members “at the door,” instead of
fully inside.

All that said, Russia has become an indispensable G8 partner and par-
ticipates fully in the G8 initiatives. One such initiative has been debt write-
offs. According to different experts combined with figures released by Russia’s
Ministry of Finance, since 1995 Russia has absorbed debts up to USs75.5 bil-
lion (Zuziaev 2008).” Meanwhile since 2004, Russia has written off more
than USs4o0 billion within the framework of the International Monetary
Fund (IMF) and World Bank, and will write off a further US$1.3 billion of
debts from African countries. However, there is great deal of discontent
among the population regarding those policies, which many view as a “waste”
of financial resources that could have been used instead for improving the
quality of life of Russia’s own citizens, many of whom live on the verge or
even below the poverty line.

Another example of Russia’s full participation on the world stage con-
cerns climate change. The Kyoto protocol was able to enter into force when
it was ratified by Russia—unlike other G8 members—in 2004.

Russia is fully involved in the G8’s mediation of the conflicts in all parts
of the world. Along with the U.S., the EU, and the UN, it is a member of the
Quartet on the Middle East, whose work is reviewed by the G8, as with the
Six-Party Talks. Another example of its constructive role is the way the G8
dealt with the Lebanon crisis at the St. Petersburg Summit in 2006. Due to
active steps undertaken by the political directors during the summit, as G8
host, Russia managed to achieve consensus on the Russo-European word-
ing in the final document on the necessity of proportionate use of force by
Israel. Acknowledging that Hizbollah was “in violation of the Blue Line”
and had reversed the “positive trends that began with the Syrian withdrawal
in 2005, ... undermining the democratically elected government of Prime
Minister Fuad Siniora,” counter to U.S. initial reservations, the declaration
on the Middle East stated that, “while exercising the right to defend itself,”
Israel should “be mindful of the strategic and humanitarian consequences
of its actions” (G8 2006a). Thus, the G8 called “upon Israel to exercise utmost
restraint, seeking to avoid casualties among innocent civilians and damage
to civilian infrastructure and to refrain from acts that would destabilize the
Lebanese government.”

Nevertheless, it is impossible to tell that the G8 has exerted real influence
over the situation. After the St. Petersburg Summit the war continued for over
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Table 12-2
Debt Written Off by Russia to Major Debtors

Country USS$ billion

Iraq 12.0 (+ 0.9 to be restructured within 17 years)
Mongolia 11.4

Afghanistan 11.1

Syria 9.78 (out of 13 total)
Vietnam 9.4

Ethiopia 6 (4.8 in 2001 +1.2 in 2005)
Angola 5.0

Algeria 4.7

Mozambique 43

Nicaragua 3.0

Nigeria 1.3

Sources: Based on data from Ministry of Finance of the Russian Federation, Prime-TASS news,
Global Affairs, Rossijskaya gazeta, Agency of Political News, Rossijskaya gazeta (7 August 2007,
26 January 2005), Agency of Political News (13 July 2006), Russia in Global Affairs (March—April
2008).

amonth. The G8 could not repeat its success in dealing with Kosovo in 1999,
when the resolution drafted by the foreign ministers in the run-up to the
Cologne Summit was later adopted with almost no changes by the UNSC

(1999).8

Coming Together with the Outreach Five

Thanks to its history and geography, Russia has always struggled with a
philosophical as well as a political dilemma, trying to define where it actu-
ally belongs: whether it is a European state, is more like an Asian state, or
occupies a special position as a bridge between two parts of the world.
Being a superpower during the Cold War frequently made Russia seem
as an imperialistic state, and the majority of developing countries tried to
distance themselves from both it and the U.S. (culminating in the creation
of the Non-Aligned Movement [NAM]). Today, although sympathetic with
the demands of the emerging developing countries, Russia does not fully
belong among them nor does it share the needs they claim. Indeed, China
is increasingly finding itself in a similar position (joined also by the rest of
the B[R]JICSAM countries)—many developing countries can no longer

e



12_HP_panova.gxd 2008/10/01 8:55 AM Page$2

292 Victoria V. Panova

identify with the tumultuous growing economic and political giant. Also
among the Republicans in the American establishment, China is today often
seen as the most significant potential adversary in the medium term.

Apart from geopolitics and the economy, what also puts Russia in some
instances more into the B(R)ICSAM camp is its vibrant economic devel-
opment.? It set record-high standards with volumes of capital inflows, reach-
ing around USs8o billion in 2007.19 Investment grew to about 20 percent in
2007 (over the past seven years, average investments inflows amounted to 11
percent). In 2007, total GDP reached approximately USs1,250 billion (accord-
ing to Rosstat GDP growth in 2007 amounted to 8.1 percent compared to
2006!), and GDP per capita was US$11,000-12,000. Forecasted growth for
the next three years was around 6.2 percent, while inflation was supposed to
go down in 2008 to 6 percent, in 2009 to 5.5 percent, and in 2010 to 5 per-
cent (Regnum 2007a), meanwhile judging from figures for this year, accord-
ing to IMF forecasts it could well finish at 11.4%. Russia’s external debt went
down to USs$46.5 billion, and gold reserves surpassed US$460 billion.

To make the Russian economy less vulnerable, steps were taken to make
it depend less on the hydrocarbon sector. The new budget, adopted in 2007
for the three-year period of 2008—2010 (also an innovation), introduced the
new concept of a non-oil-and-gas balance. The year 2007 was also a turn-
ing point in the dangerous trend of industrial growth at lower levels than
GDP growth.

Recent trends in the world have shown that there is growing recogni-
tion of the role of the emerging economies, although the situation is not
yet at the point of the absolute loss of power by the global North. Recent stud-
ies have led to downward revisions for GDP based on purchasing power
parity (PPP) of the two largest emerging economies, namely China and
India, with the former dropping from 15.8 percent to 10.9 percent, and the
latter from 6.4 percent to 4.6 percent (according to the IMF Survey maga-
zine). Nevertheless, both kept their second and fourth places in absolute
figures respectively. Comparatively, the global GDP of the U.S. has been
revised upward from 19.3 percent to 21.4 percent. The recent IMF reform is
evidence of the recognition of emerging economies as the main drivers of
the world development, as is, on a more general level, the G8’s decision to
engage in a dialogue with the most vibrant representatives of the global
South.

Furthermore, the four BRIC countries are forecasted to be among the six
largest economies of the world by 2050, which is likely if current trends pre-
vail. In 2007, their share in global GDP had grown from 5 percent in 2000
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to 15 percent; their combined gold reserves reached USs$z2.5 trillion, surpass-
ing the cumulative share of the Gy; and the BRIC countries’ share of initial
public offerings (IPOs) was 80 percent of all developing markets (Gref 2008).

Bilateral Relations between Russia and
the Outreach Five Countries

Apart from, or maybe even despite, the G8 and Os process, Russia actively
engages with all of the Os countries on a bilateral level, as well as through
multilateral institutions.

Relations with China

Russia’s relations with China are based on the Treaty of Friendship, Neigh-
bourliness, and Cooperation, which was signed in 2001 in Moscow. They
are sustained by regular meetings of the national leaders—mutual visits (for
example, Hu Jintao, chair of the People’s Republic of China [PRC], visited
Russia in March 2007 and Russian president Dmitri Medvedev visited Bei-
jing in May 2008) as well as bilateral contacts on the sidelines of the Asia-
Pacific Economic Cooperation (APEC) forum (September 2007) and the
Shanghai Cooperation Organisation (SCO) (most recently in November
2007). The SCO is important in its own right, for while it represents a spe-
cific mechanism of power sharing in the eastern part of Eurasia, it could
also be regarded in the realm of security as a potential counterbalance to west-
ern-dominated NATO (although it was not created as such). To a certain
extent, the SCO is an issue-specific organization that deals with interna-
tional peace and security (mounting the large-scale Peace Mission 2007),
the economy (creating the SCO Business Council and the Interbank Asso-
ciation), energy security (establishing the Energy Club), and humanitarian
issues. However, it also provides for the overall ideological and political
guidelines for further development of the region, and represents a stabiliz-
ing force and a potential model of cooperation for other international actors.

In terms of economic cooperation, in 2006 Russia occupied tenth place
among China’s trading partners (among the G8 and Os countries, ahead of
only the U.S,, Japan, and Germany). China takes most interest in Russia’s
hydrocarbon resources, essential for its vibrant economic development.
Thus during the first half of 2007 hydrocarbons accounted for 49.6 percent
of Russia’s exports to China, with 4.6 million tons of oil being delivered by
Russia only by rail (with deliveries growing by 14.7 percent). China is greatly
interested in cooperating further in the energy sphere, and was very unhappy
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when Japan expressed its wish to enter the Eastern Siberia—Pacific Ocean
(VSTO) pipeline project, which in the end resulted in Russia’s decision not
to focus exclusively on China, but to allow for deliveries to more than one
consumer, namely taking Japan onboard. The importance of such cooper-
ation is confirmed by large-scale military exercises, such as with the Peace
Mission 2005.

Russia also cooperates successfully with China on a multilateral level,
while at the same counterbalancing the unilateral politics frequently adopted
by the sole superpower of today and the at times aggressive stance of the
western-oriented institutions such as NATO (the G7’s “iron hand”). It does
so by engaging in activities and mechanisms supported or sponsored by the
leading developing countries—one of the best examples of which is SCO.

Relations with India

Russia and India signed the Treaty on Friendship and Cooperation in 1993,
and in 2000, during Putin’s visit to India, the two country’s leaders signed
the Declaration on Strategic Partnership, which began an annual exchange
of official visits at the highest level. In January 2007, when Putin visited
India, he signed a joint statement on cooperation on the peaceful use of
atomic energy and also agreed to several projects in the metallurgy and oil
and gas industries, among others; later, during Indian prime minister Man-
mohan Singh’s visit to Russia in November, there was an agreement on the
possible transformation of rupee debt into Russian investments in India, as
well as agreements in the aviation industry and in the fight against drug
trafficking. Bilateral trade between the two countries is expected to reach
USs1o0 billion by 2010, with the assistance of Russian-Indian Forum on Trade
and Investments, which held its first meeting in February 2007.

With regard to major joint projects of the two countries, Russia has made
a considerable contribution to the construction of the Kudankulam nuclear
power station, and the development of the Sakhalin-1 oil field has involved
an agreement between India’s ONGC Videsh Ltd. and Russia’s Rosneft in
2001, with the first oil tanker arriving in India in December 2006. Another
project is Gazprom’s participation in exploration and development on the
shelf of Bay of Bengal. There are also more energy projects with the Tehri
and Koteshwar hydropower stations and the Korba power project. In the
realm of antiterrorist activities, every two years since 2003 Russia and India
have conducted Indra, joint military exercises.

Some experts find it more and more difficult to talk about India in terms
of being a integrated member of the B(R)ICSAM, with the Singh government
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taking more pro-American stance and not willing to practise much solidar-
ity with the rest of the group. India’s independence in this regard began with
the deal struck in 2005 on nuclear issues, which de facto included India in
the exclusive nuclear club. This deal opened the door to lifting the Ameri-
can moratorium on the sale of nuclear fuel and reactor components to India,
which led to 14 out of 22 Indian reactors being classified as civilian and sub-
ject to the international inspection regime—although India has still not
signed on to the Nonproliferation Treaty (NPT) (Ullmann and Krashenin-
nikova 2006). However, this deal did not go smoothly—a blow to the Indian
government came not from outside, but from within, when the communist
contingent in parliament refused to vote on its ratification.

Relations with Brazil

Russia’s relations with Latin America went through a difficult period in the
1990s, when, due to structural weaknesses, Russia had to withdraw com-
pletely from most regions of the world. However, Russia (or, previously, the
Soviet Union) did not have a very close relationship with any country in
Latin America, with the exception of Cuba.

Today, Brazil is a leading commercial partner of Russia in Latin Amer-
ica. Although the biggest portion of Brazilian imports is agricultural prod-
ucts, there is huge interest expressed in high technologies, primarily space
development (such as the joint development of geostationary satellites for
Brazil, Brazil’s participation in the global navigating system GLONASS, and
the commercial use of the Alcintara spaceport), and supplies of Russian
MI-26 and MI-171A helicopters and Be-103 and Be-200 amphibious aircrafts
(Ministry of Foreign Affairs of the Russian Federation 2007).

Another important issue is energy. Russian companies have supplied
equipment for the Porto Géis and Corumba-3 hydropower stations, Brazil-
ians have contributed much in terms of production and use of ecologically
clean fuels. Gazprom and Petrobras have begun a dialogue on the possible
use of Russian know-how in developing recently discovered gas fields in
Brazil. This could also mean joint entrance to additional, including through
the use of Gazprom potential, especially if construction of a transcontinen-
tal gas pipeline through Venezuela, Brazil, Argentina begins.

Relations with Mexico

Of all the Outreach Five countries, Mexico seems to have the lowest level of
relations developed with Russia, being to a great extent oriented politically
and economically with the United States, and with exports of more than 85
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percent to its northern neighbour. Also Mexico focuses mostly on its tradi-
tional partners in the U.S., western Europe, and Japan, and high import
duties remain on a number of Russian goods (primarily steel). However, in
2005, the Russian Ministry of Industry and Energy and the Mexican Min-
istry of Energy signed the protocol of intentions.

Relations with South Africa

The start of the 21st century marked Russia’s renewed interest in coopera-
tion with the African continent, which, during the havoc of the 1990s, was
almost completely abandoned by the country. South Africa, being one of
the leaders of the continent, has today an intensive cooperation scheme with
Russian Federation.!2 While leaders of the two countries have frequently
met on the sidelines of the UN General Assembly and the G8 summits, the
landmark for the bilateral relations was Putin’s official visit to South Africa
in September 2006, the first in history of a Russian leader to the country in
sub-Saharan Africa. During this visit, the two states signed the Treaty on
Friendship and Partnership between Russia and South Africa, which was
accompanied by a range of intergovernmental agreements as well as large-
scale agreements between large corporations of both countries.

One quarter (26.5 percent) of Russian exports to South Africa are fuel and
energy goods. There are good prospects for bilateral cooperation in atomic
energy, starting with the development and extraction of uranium for the
construction of atomic power stations.!?> Cooperation is carried out within
the framework of an intergovernmental commission co-chaired by Russia’s
minister of natural resources and South Africa’s foreign minister. In early
2008, the South African government sent a request to Gazprom offering
possible cooperation in energy.

The Heiligendamm Process

As already discussed, as the 20th century turned into the 21st century, there
was still a marked need for the G8 to adjust its ways and strategies of global
governance. As Andrew E Cooper and Kelly Jackson (2007) underline, “the
group’s under-representation of the global South (via regional participa-
tion) erodes its ability to set priorities for the international community and
detracts from its capacity to mobilize governments to broker solutions to
pressing global problems.”

Recognizing the need to involve the most important developing coun-
tries in the decision-making process (or, perhaps, in an attempt to get the
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Os countries to consent to the line elaborated by the “geriatric” developed
countries), at the 2007 Heiligendamm Summit the German G8 president
Angela Merkel suggested a new, structured, topic-driven dialogue with Brazil,
China, India, Mexico, and South Africa. The decision to create the HP was
stated in the G8 (2007) declaration on “Growth and Responsibility in the
World Economy,” which was later modified due to discontent among the
Os5 countries with non-consultative manner of both that document and the
joint statement issued by the German presidency (G8 and Outreach Partners
2007). The HP rests on four main pillars: encouraging and protecting inno-
vation; promoting freedom of investments by means of transparent invest-
ments regime, including encouragement of socially responsible corporate
behaviour; energy, especially with regard to increasing energy efficiency and
fostering technological cooperation in order to reduce carbon dioxide emis-
sions; and improved cooperation and coordination in the field of sustain-
able development, particularly in Africa. The discussion below focuses
Russia’s role with regard to those four pillars.

Investments

The German presidency suggested that within the HP there should be a dis-
cussion of the institutional and legal mechanisms of investment regulations,
the economic benefits from foreign investments, and the use of market
mechanisms of technology transfers, and there should be an exchange of
views with business leaders regarding corporate social responsibility. The
Germans emphasized the liberalization of investment regimes, but the process
is intended to provide equal opportunities and conditions for both national
and foreign investors:

Open and transparent procurement markets are an important precondi-
tion for cross-border investments. We invite all our partners, in particular
the major emerging economies, to create a level playing field for national and
foreign tenderers. This may include considerations to join the WTO’s Gov-
ernment Procurement Agreement (G8 2007).

The Os did not welcome this statement and in fact opposed discussions
within the HP of the concept of “equal conditions” because there was no
consensus on the matter among the participants. Their view was that it is vital
that interests of the countries—recipients of those investments—should be
taken into account, apart from protecting investors’ interests. Another prob-
lem raised by the Os is that developing countries themselves often run into
limitations on investments on the western markets.
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This is an extremely important question for Russia as well, because it
has experienced similar problems—as the O5 point out—in its relations
and negotiations with the rest of the G8 members. Western countries demand
unrestricted participation in Russian industries, while the country retains
state control over strategic sectors of its economy (particularly in the energy
sector). At the same time western governments and supra-national structures
such as the EU take measure to limit investments from the other countries,
mostly scared by Russian, Chinese, and Arabic inflows of capital. Recent
examples include the introduction of legal mechanisms such as the EU
restricting investments of sovereign wealth funds and developing a “Volun-
tary Code of Conduct” for such funds worked, with similar limitations in the
U.S. under the July 2007 Foreign Investment and National Security Act.

Earlier, in 2006, Russian and Chinese companies met with specific dif-
ficulties, particularly Gazprom was blocked from buying the UK’s Centrica,
or China’s CNOOC (offering US$18,5 billion) had to withdrew from buy-
ing Unocal, leaving it to Chevron (which offered USs17.3 billion).

Os countries took great interest in the issue of corporate social respon-
sibility, pointing out that the discussion should be based on the work done
by the UN, such as the Global Compact and the Norms on the Responsibil-
ities of Transnational Corporations with Regard to Human Rights of August
2003, rather than the OECD Guidelines for Multinational Enterprises pro-
duced by the Organisation for Economic Co-operation and Development
(OECD) (UN 2008; UN United Nations Commission on Human Rights
2003; OECD 2000).14¢ However, it is to the OECD that the G8 turns to for elab-
oration of those principles:

We commit ourselves to promote actively internationally agreed corporate
social responsibility and labour standards (such as the OECD Guidelines
for Multinational Enterprises and the ILO [International Labour Organiza-
tion] Tripartite Declaration), high environmental standards and better gov-
ernance through OECD Guidelines’ National Contact Points. We call on
private corporations and business organizations to adhere to the principles
in the OECD Guidelines for Multinational Enterprises. We encourage the
emerging economies as well as developing countries to associate themselves
with the values and standards contained in these guidelines and we will
invite major emerging economies to a High Level Dialogue on corporate
social responsibility issues using the OECD as a platform (G8 2007).

Russia takes a position similar to that of the Os, especially as it is one of
the most important players in the UN and is not a member of the OECD.!>
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Innovations

Germany offered to make its centrepiece discussions at the summit on the
issues of efficient market incentives for promoting innovation and the use
of patents and licensing as mechanisms for international technology trans-
fer, along with discussion of joint actions by the G8 and Os on protecting
intellectual property rights (IPR) through the World Trade Organization
(WTO) and the World Intellectual Property Organization (WIPO).

However, the O5 countries believe that market mechanisms are no
panacea for the development of innovation processes, and the positions
outlined in the G8 Heiligendamm documents on IPR inherently oppose
their interests. They have serious reservations about the proposals to
strengthen international standards for protecting IPR and have suggested
shifting to the issues of strengthening institutional capacities, undertaking
explanatory work, and training qualified personnel.

A fully functioning intellectual property system is an essential factor for the
sustainable development of the global economy through promoting inno-
vation. We recognize the importance of streamlining and harmonizing the
international patent system in order to improve the acquisition and pro-
tection of patent rights world-wide (G8 2007b).

The Os5 maintain that discussions on IPR protection should be balanced
by the commitments of the developed countries to transfer technologies
and services to the developing countries at reasonable prices.

Russia is a part of G8 rather than the Os, so it cannot side explicitly with
the latter group on all the issues, although its interests here clearly coin-
cided to some extent with those of the emerging economies.

Energy Efficiency and Reduced Emissions

The statement issued by the German presidency suggested a focus on elab-
orating national programs to promote increased energy efficiency and tech-
nical cooperation in reducing carbon dioxide emissions with the introduction
of innovative technologies and international standards in different sectors
of economy (G8 2007). It emphasized minimum or zero energy consump-
tion from external sources, clean coal technologies, and improved efficiency
of coal power stations.

However, the Os countries believe that energy security questions should
be also included in the discussion. They supported the initiative proposed
by China and formulated on the sidelines of the 2006 St. Petersburg Sum-
mit. The issue of energy efficiency could thus be complemented by the use
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of alternative and renewable sources of energy, such as wind, solar, geother-
mal, tidal, hydro energy, and biofuel.

This Os suggestion has been supported by Russia, which in turn pro-
posed that discussions of energy security be based on the provisions outlined
in the St. Petersburg declaration on “Global Energy Security” (G8 2006b).
As a result, the revised concept paper produced for the HP (2008) in Janu-
ary 2008 stated that “dialogue partners will include in their discussions rel-
evant aspects of energy security as contained in the Summit Declaration of
St. Petersburg as well as proposed by the Gs, focusing inter alia on enhanc-
ing mutually beneficial cooperation on energy development and utilization
as well as capacity building for using demand side management energy sys-
tems.” Support for the working group is to be provided by the International
Energy Agency (IEA), focusing on establishing a sustainable buildings net-
work, enhancing energy efficiency in the field of power generation, and
researching alternative sources of energy and renewable energy.

Sustainable Development

At the nucleus of the pillar on sustainable development are the Millennium
Development Goals (MDGs), primarily with regard to increased efficiency
of aid to Africa in order to advance its development and eradicate poverty.
The G8 and all the Os, countries except Brazil, adhere to the “Paris Decla-
ration on Aid Effectiveness,” adopted in March 2005, also reiterated the
undertaken commitments (OECD 2005). The Os partners, committed to
fulfilling MDGs, believe that it is vital to expand the list of topics for discus-
sion to include new sources of financing development, debt write-offs, and
unified policies for trade, investments, and financial systems.

The Os also insist that the G8 confirm their pledged support for Africa,
suggesting a repeat of post—World War Two reconstruction of Europe with
massive financial inflows under the Marshall plan.

Overall, Russia does not oppose the suggestions of the Os partners with
regard to the HP and could in fact be characterized as neutral toward both
the G8, to which it belongs (staying to a great extent ideologically unique and
outside the mainstream of the western world), and the prospective emerg-
ing economies of the Os.

The Heiligendamm Process within the G8 Work Plan

Nevertheless it is clear that not all the original G8 powers are ready to accept
the attempts of the Os5 countries to maintain independent positions on
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certain HP issues. Thus, the U.S. has declared that HP should aim to extend
time-tested G8 practices, rather than search for new common approaches.
The rest of the G8 members are more discreet, preferring to concentrate on
issues that are most likely to lead to consensus among all the participants,
and thus the German presidency revised the HP concept paper to omit cer-
tain disputable points.!6

There are not many options for the HP to develop significantly in its
first year, especially since the 2008 Japanese presidency does not see this
process as a very convenient one. Japan believes that further expansion would
only hamper the consensus-reaching process, and thus has not considered
the HP a priority during its hear as G8 host.

Russia remains a responsible actor on the international arena and sup-
ports the concept of the multipolarity (although it is often viewed as a con-
traposition to the existing unipolarity or, rather, unipolar pluralism).!” As
such, it regards the Heiligendamm Process as a positive phenomenon and
a necessary step in order to ensure fair and equal participation of all major
systemically significant parties in global governance and in overcoming the
major threats and challenges facing the world today. To this end, the Russ-
ian sherpa Igor Shuvalov took part in the first meeting of HP steering com-
mittee in early 2008 and Russia has drawn up a preliminary list of
representatives and experts from specialized ministries and the Ministry of
Foreign Affairs for the working groups.

In 2000, in the run-up to the Okinawa Summit, there was speculation
that China, on its own, might join the G8. Japan as host did invite China to
participate, but China rejected the invitation, primarily not wanting to be
associated with the rich and lose its leadership status with the rest of the
developing world. At that time Russia was also asked about its attitude to pos-
sible enlargement, but it responded cautiously, for it did not yet have a full-
fledged status within the G8 club.

In 2006, during the year of its own presidency, Russia also invited the Os
countries, in the process receiving a fair amount of criticism for “setting a
precedent” by repeating the invitation to the same participants as had been
invited the previous year.!8 It held regular consultations on all the develop-
ments and discussions within the G8 and among its O5 partners (on a level
equal to G8 sherpas). The idea of expansion could become an interesting
option for Russia in the current climate, for it would bring more like-minded
countries to the negotiations table.
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Conclusions

Several ideas arise as a summary of the previously discussed issues regard-
ing the future cooperation between the G8 and Os as well as the possible place
for Russia in this regard.

For all the O5 countries it is rather a difficult choice of whether to engage
in further integration with the G8 (in the event that there is a consensus on
the matter within the G8 itself), and thus there are possible problems from
such association with the rich club and the perception by the rest of the
developing world as renegades of their just cause.

Nevertheless, apart from China, participation within the G8 plus Os, or
even further, a G13 format, may turn out to be beneficial and in fact excit-
ing for the same reasons, as the G8 is cherished by half of its original mem-
bers: with UN reform staggering, the G8+ offers a unique opportunity to
significantly increase the weight of those countries that do not hold perma-
nent seat on the UNSC and allow them a say in shaping the global governance
architecture. In this regard the G8+ is being seen more and more as the most
important global governance mechanism, albeit complementary to the UN.

Russia supports in principle the German-initiated HP and agrees with
the notion that present-day global challenges and threats cannot be dealt
with narrowly by the G8 alone. At the same time, Russia does not actively
push forward the rather slowly unveiling Heiligendamm cooperation process,
instead going along with the natural developments as they arise.

Although Russia could benefit from a new, expanded Gi13 as a result of
the HP, with like-minded countries coming on board, at the moment it is
concentrating more on its bilateral relations with Brazil, China, India, South
Africa, and, to a lesser extent, Mexico. Nevertheless it is impossible to claim
that there is a complete concurrence of interests within the B(R)ICSAM as
opposed to the G8.

To end with a little provocative idea, notwithstanding all the politically
correct statements about collective shared responsibility and the impossibil-
ity of tackling world pressing issues without the involvement of the biggest
emerging systemically significant economies, not all the original partners
of the G8 deeply enjoy the idea. Thus, as inevitable as further institutional-
ization or remodelling of the G8 into the G13 may appear, there seems to be
a clear idea that the old G7 will, eventually, have to find a way to invent a new
mechanism of its own, so it could continue to benefit from closed consul-
tations within only the familiar and trusted “family circle.”
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Notes

1

Outreach sessions with non-member countries did not occur only with the USSR.
At the beginning the initiative for outreach did not come from the Gy. Thus, in the
run-up to the 1989 Gy Paris Summit, four leaders of the developing countries—
Hosni Mubarak of Egypt, Rajiv Gandhi of India, Abdou Diouf of Senegal, and Car-
los Andrés Pérez of Venezuela—met in Paris and issued a news release in the name
of 15 major developing countries stating their wish to hold regular consultations
with industrially developed countries at the summit level.

With the demise of the Warsaw Pact, there was also a “security vacuum,” as stated by
Hungarian prime minister J6zsef Antall, that needed to be filled in by the incoming
presence of the United States and the expansion of NATO.

The New Seven Sisters consist of the following national oil companies: Saudi Aramco
(Saudi Arabia), Gazprom (Russia), CNPC (China), NIOC (Iran), PDVSA (Venezuela),
Petrobras (Brazil), and Petronas (Malaysia). Some analysts say these companies now
have the upper hand over the traditional Seven Sisters, of which only four western inter-
national oil companies remain (Exxon Mobil, Chevron, Royal Dutch Shell, and BP,
with only Exxon Mobil in undisputed first place in the world ranking) (Hoyos 2007).
The documents released at the Kananaskis Summit, for the first time in G7/8 history.
set out a rotation list of hosting responsibilities of eight years in advance, carving out
a place for Russian presidency in 2006—after the United Kingdom and before Ger-
many, which demonstrated the special relationship between the that country and Rus-
sia at the time of chancellorship of Gerhard Schroeder.

The frontrunner of such adversarial talk is John McCain, the presidential candidate
from the Republican Party for the 2008 U.S. election. In an article in the Suddeutsche
Zeitung he declared once again that the West has to work out a united stand against
Russia and make sure that the G8 resurges as a club of leading democratic market
economies (McCain 2008). To this end, he said, it is vital to include India and Brazil
and exclude Russia. McCain also proposed created a league of democracies, which
could come into play whenever the UN fails.

Meanwhile, the European and American partners were more frequently divided, be
it on the issue of climate change or the International Criminal Court, or military oper-
ations against Iraq.

However, Russia has no single system of classification and accounting for aid and debt
write-offs.

Its success is arguable nowadays, since in early 2008 some of the authors of the res-
olution themselves easily violated its provisions in pushing for Kosovo independence
and applying double standards to international relations and international law.
The recognition of the growing role of emerging economies can be seen in the reform
of the IMF (2008) in April 2008, as a result of which quota shares for 54 countries
increased by between 12 percent and 106 percent, with China’s increasing by 50 per-
cent, India by 40 percent, Brazil by 40 percent, and Mexico by 40 percent. The aggre-
gate shift in quota shares for these 54 members is 4.9 percentage points. Meanwhile,
the quota and voice shares for Russia (along with Canada, France, and the UK)
shrank.
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11
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During the 1990s USs25 billion fled the country annually, while its GDP amounted
to USs20 billion. (2007b).

Russia’s GDP growth surpassed that of the major western powers by more than
twice: in 2007, the growth of EU countries, the U.S., and Japan was no more than 3
percent.

Indeed some even suggest that a so-called collective leadership of three major African
states, namely Egypt, Nigeria, and South Africa, could be constituted.

South Africa has 12 percent of world’s proven uranium reserves. It also has 35,000 tons
of thorium-232, being in the top seven countries with this important resource (over-
all world reserves constitute around 1.2 million tons, enough to generate 1,000 GW
of electricity for 1,000 years) (see Yakovlev et al. 2007).

The OECD document was adopted on June 27, 2000, at the organization’s annual min-
isterial in Paris and comprises all 30 OECD members as well as ten non-member
countries (Argentina, Brazil, Chile, Egypt, Estonia, Israel, Latvia, Lithuania, Roma-
nia, and Slovenia), and constitutes a set of voluntary recommendations to multina-
tional corporations in most areas of business ethics, including employment, human
rights, environment, the struggle against bribery, consumer interests, and competi-
tion.

One of primary objectives of Russia joining the Gy in the early 1990s was the need
to become fully integrated into the western-dominated world structure, meaning
its major mechanisms and institutions. Gy support allowed for this to finally hap-
pen with a number of institutions such as the IMF, the Council of Europe, and the
Paris Club and the London Club (although some conditions were not met by Rus-
sia, such as the abolition of capital punishment). But the declared support did not
result in OECD membership (and Russia eventually dropped it from its agenda)
and Russia is not yet a member of the World Trade Organization (WTO).

It was agreed that the HDP process would be chaired for the first half of 2008 by Ger-
many, second half of the year by Japan, and in 2009, up to the G8 summit, by Italy.
For more on the concept of multipolarity see Bogaturov (1997; 2003).

Russia had originally planned to invite only the heads of the international organi-
zations, but the idea evolved into outreach for both states and organizations.
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The United States and Summit Reform
in a Transformational Era

Colin I. Bradford, Jr.

The United States is at a critical turning point. The 2008 presidential con-
test and election represent a potential watershed in American politics and
foreign policy. This chapter begins by exploring some of the elements defin-
ing both the watershed and the potential principles and practices for man-
aging the transition to a new era in global politics. Summit reform is
examined within the context of this transition to see what place it has for the
U.S. in the mix of broader approaches to a new era and what potential it
has for the U.S. as an instrument for transition. To better grasp the impor-
tance of summit reform in prospective American approaches to reshaping
its role in the world, a survey was undertaken specifically for this book to
determine what U.S. experts and officials think about summit reform in
comparison to their counterparts from 15 other major countries. The results
of this survey provide insights into the outlook for the Heiligendamm Process
(HP) of outreach to non-G8 countries and into the degree of convergence
of views within the international community on summit reform. The sur-
vey also reveals the specific points of divergence between the views of lead-
ing Americans and their peers from other G8 countries as well as those from
emerging market countries that are potential new members of an expanded
summit grouping. These results provide the basis for reflections on prospec-
tive pathways forward for summit reform, in both its country composition
and mandate, for 2009 and beyond.
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The United States as a Security Threat to Itself
in a Polarizing World

The U.S. is undergoing a transformational shift in the foundations and
nature of its foreign policy.

The world is increasingly splintered, fractured, and even polarized. Forty
percent of the world lives on $2 a day or less while the world’s wealthiest
people have accelerating incomes and assets. Growing inequality blemishes
the spread of globalization. Backlashes against globalization fuel anger, vio-
lence, and terrorism, generating a cultural divide between extremists and
fundamentalists on one side and industrial country societies on the other
(Akbar Ahmed 2007, 143). The U.S. has become what Joseph Joffe (2006)
calls the “uberpower,” the highest power in military, technological, economic,
and cultural terms.

As a result, the U.S. is now “the other” for much of the world and is
resented, resisted, and reproached by those confronting American power.
The overarching threat to the United States is now the U.S. itself and how
it is perceived in the world. Hyper-power generates new vulnerabilities for
American security. How the U.S. is seen in the non-western world generates
dissent, disturbance, violence, and terrorism, which in turn feed into secu-
rity threats to the U.S. itself.

This is not just an issue of a decline in the image of the U.S., as found in
the Pew Global Attitudes Project (2007), but a more profound shift. A sur-
vey by Harris Research for the Financial Times reported that “32 per cent of
respondents in five European countries [France, Germany, Italy, the United
Kingdom, and Spain] regard the US as a bigger threat than any other state,”
with “35 per cent of American 16- to 24-year-olds identifying it as the chief
danger to stability” (Dombey and Pignal 2007). The view of others beyond
the North Atlantic is sufficiently distrustful as to undermine confidence in
the U.S. among Europeans and young Americans themselves. This is a new
situation for the U.S. to be in, with major implications for its role in the
world.

The challenge facing the U.S. is how to meet global challenges facing the
rest of the world by contributing ideas, institutional innovations, policies,
and resources toward improving the human condition. The U.S. has always
been respected globally when it has contributed to the world beyond its
immediate self-interest. In the end, such actions rebounded back to Amer-
ica’s benefit.

The question facing the U.S. is how to hold this world together in a sin-
gular global community engaged in common enterprises and how to keep
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the world from falling into “us versus them” politics, regional blocs, and civ-
ilizational divides.

Sustaining a global approach to global issues is threatened by those such
as Hugo Chavez and Mahmoud Ahmadinejad who would drive the world
into oppositional corners, by the uncertainty regarding the objectives of
Russia in energy and China in military matters, and by the cultural divi-
sions embodied in the “clash of civilization” mentality brought to the world
by the growth of terrorism. It is also threatened by U.S. behaviour that has
relied too heavily on hard power, competition, narrow alliances, driving
self-interest, and over-assertiveness. The transition to a new global order
needs to be based on a new set of values of respect and reciprocity, common
interests and compromise, and cooperation and coordination.

Based on these values, the U.S. needs to blend realism with idealism, good
intentions with shrewdness, and pragmatism with vision to keep the world
working together rather than breaking apart, and it needs to transform its role
from one of dominance to one of trusted global leadership in the process.

Pluralism and Linking Domestic Concerns to
International Engagement

Two principles could help guide the U.S. through the foundational shifts
currently underway. The first principle is that America is both a melting pot
and the embodiment of pluralism: a country of immigrants has become a
nation. But individual communities retain their identity. Muslim Ameri-
cans are increasingly prominent in local and state governments as elected offi-
cials but Muslim Americans also have a strong sense of cultural identity and
community among themselves. Multiple identities and roles are part of 21st-
century life. Membership in the global community can be based on a sim-
ilar fusion of belonging to an overarching global society and to a nation
with state interests and identities to advance. Pluralism and unity have been
foundational ideas for America since the beginning. Simplified ideologies that
overwhelm difference and distinctiveness contribute to the polarization of
world opinion and the alienation of “others” from the West. The notions of
embracing difference, engaging others, and incorporating distinctive perspec-
tives into brokered approaches to common problems are not only consistent
with the e pluribus unum foundation of America but they also provide a
fresh, new approach for U.S. foreign policy today.

Second, during the 20th century there was a division between U.S. for-
eign policy and U.S. domestic policy. American foreign policy was driven by
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an elite with internationalist experience and outlook but the internal links
and resonance were weak. The 21st century is characterized by globaliza-
tion, which means the inter-penetration of domestic domains into each
other, breaking down the boundaries between states and between internal
and external affairs. U.S. foreign policy now needs to synergize with domes-
tic concerns, issues, and interests.

These principles of unity, which are derived from pluralism and the
fusion of internal and external issues, can be translated into practices that
can help America in transforming the world (from unilateralism to multi-
lateralism, for example) by transforming its behaviour in the world. Instead
of asserting American hegemony based on a liberal ideology of democracy
and markets, the U.S. can embrace the pluralism of economic and political
models as an organizing motif for global integration. China, Japan, Ger-
many, and the UK each have different forms of capitalism. A good example
is China. China’s economic model is more directed but market forces are
effervescent and irresistible now. China has been more successful in reduc-
ing extreme poverty than any other state in the world over the last 20 years.
This experience needs to be brought to the global table as an example of
forging capitalism with a human face, not to be replicated by others (no
one else has 1.2 billion people) but to be studied and selectively drawn from
for applications elsewhere. China’s experience is an indispensable asset in a
global approach to poverty reduction in a world in which 40 percent of the
world’s poor are in middle income countries, even though China is not a
shining example of Anglo-American market capitalism.

China’s economy and economic experience needs not to be marginal-
ized but to be fully integrated into the global economy and global institu-
tions. The World Bank and the International Monetary Fund (IMF) need
China to be invested in their missions and to act as a leader with a stake in
their success, not as a passive participant in institutions that China regards
as western or trans-Atlantic. As it becomes more integrated in the global
economy, China will stimulate more internal, consumption-driven growth
to balance its export growth, and the contentious exchange rate issues
between the U.S. and China will attenuate. In fact, a shift by the U.S. toward
emphasizing internal-demand expansion over advocating market-driven
exchange rate determination would demonstrate a new pluralism and prag-
matism in economic ideas, and would ease tensions in the current debate
on global imbalances.

A similar shift in America’s internal-external dynamic would be facili-
tated by the U.S. beginning to deal with health and poverty, energy and
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environment, jobs and growth as seamless domestic and international issues.
Forty million Americans without health insurance constitute a poverty issue
in America. Global health threats loom as one of the highest priorities on
the international security agenda, closely linked to the global poverty chal-
lenge. Achieving energy independence for America is a myth, and is unnec-
essary if the world is treated and managed as a global energy system. Solving
U.S. energy security requirements needs a global approach, not an idea exclu-
sively relegated to national autonomy. America’s angst over losing domes-
tic jobs abroad is directly linked to fears of globalization blinding Americans
from seeing the gains from trade. Finding the right balance between trade
and jobs, between internationalism and nationalism, faces all nations in a new
way now, exemplifying the fusion of domestic and foreign policy concerns
everywhere, including in the United States. Free trade and protectionism
are too often presented as dichotomous choices in U.S. foreign policy. In
fact, trade regimes constitute a wide spectrum along which countries, includ-
ing the U.S., can position themselves in a differentiated fashion. A shift
toward greater pluralism and pragmatism in U.S. trade policy would res-
onate internally and make more sense externally to countries with widely dif-
ferent views on trade.

So rather than returning to 19th-century foreign policy principles of bal-
ance of power or to 20th-century ideas of American hegemony, America
needs to build new foundations for the future based on the linkage of plu-
ralism and belonging and the fusion of domestic and foreign policy inter-
ests. Diversity is a higher value than “shared values,” economic multipolarity
is a greater source of security than balance of power, and cooperation based
on shared interests is a better basis for global order than competition built
on ideological commitments to democracy and markets. As Chinua Achebe
(2000, 96) says, “diversity is the engine of the evolution of living things,
including living civilizations.”

From Principles to Practice: Four Shifts in the U.S. Approach

What specifically could be done to translate these principles to practice?
First, there is a need to address major global issues in a cooperative
framework of mutual responsibility. Urgent global challenges will drive
new behaviour more than new forms will. Form should follow function, not
the other way around. Two global challenges are reinvigorating the major
global effort to reduce extreme poverty along with improving global health
and initiating a new effort to guide the future of global energy supplies
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consistent with constraining carbon emissions; confronting these challenges
can forge new cooperative behaviour, institutions, and results.

The Second Global Conference on Financing for Development in Doha
in December 2008 requires a major push to accelerate progress if the Mil-
lennium Development Goals (MDGs) are to be achieved by 2015. The MDGs
embody a commitment by 185 nations to an agenda that integrates poverty,
health, gender equality, education, environment, and cooperation into a
multisectoral plan to galvanize greater public support for the domestic-
international interface of these issues. But leaders must lead their publics and
parliaments at Doha in December and beyond to mobilize resources and
policies to reach the MDGs as the global effort for reducing global poverty.
An expanded summit group would be an appropriate instrument to stew-
ard the MDG agenda to 2015.

The global energy market exists but there is no focal point for it. The
Organization of the Petroleum Exporting Countries (OPEC) represents the
oil producers and the International Energy Agency (IEA) at the Organisa-
tion for Economic Co-operation and Development (OECD) is seen as the
“consuming countries’ watchdog.” The private sector and many ambitious
states like the fact that there is no global guidance group for energy, even
though it is now clear that the spill-over effects of investment decisions,
technological innovations, and supply disruptions affect everyone’s vital
interests. There are major opportunities for cooperation and coordination
to meet the burgeoning energy demands over the next 50 years as 3 billion
more people will inhabit the planet.

Second, there is a need to embed the new powers into full membership
in the global system and the global steering group. Responsibility is a func-
tion of role, not just attitude. Bringing major emerging market economies
into fuller membership, greater leadership roles, and larger voting shares in
the global institutional architecture gives them a stake in the system because
they see it as their system as well, and not just the West’s. The G8 mechanism
is obsolete, 20th-century aberration parading in the 21st century as a global
steering committee for a world in which G8 countries are a distinct minor-
ity in terms of people, culture, religion, and economic size. The 2007 G8
Summit in Heiligendamm, Germany, repeated the gestures of recent sum-
mits by inviting the heads of state of China, India, Brazil, South Africa, and
Mexico (the Outreach Five [O5]) to a session on energy and climate change
after the G8 had completed its own discussions and decisions and issued a
communiqué on the issue. This is an outrageous practice. The G8 Plus Five
is not the same as a G13/L13. Until the G8 is transformed into a G13 or some
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larger, more inclusive grouping, there will be no global steering committee
with real legitimacy, and no one can expect the new powers to feel fully
engaged in the international system. The West is not the rest. As long as the
G8 pretentiously purports to decide for the globe, the “us versus them” divide
prevails over a valid global governance mechanism.

Third, there is a need to remove ideology as the centrepiece of American
involvement in the international arena. Democracy and the market econ-
omy are not the compelling ideals in the rest of the world that Americans
think they are. Realism requires us to recognize that autocracy and authori-
tarian behaviour are elements of governing in some regions, even as plural-
ism grows. Holding progress on other issues hostage to force democratic
ideals and market fundamentalism on countries with different practices
blocks progress rather than facilitating it. Human rights, representativeness,
and the encouragement of economic openness, initiative, and innovation
are important drivers for social change. Confidence that people the world
over want the fruits of greater freedom and opportunity is not an invitation
to prescribe the path they should take to get them. The new idea of a concert
or league of democracies would further divide the world rather than unite it.
Some important countries that are vital to global progress will not join.
Demonstrating openness to diversity of political and economic models will
facilitate, not deter, policy dialogue and international engagement conducive
to the development of greater democratic practice and market competition.
Encouraging China, India, and Russia to participate more fully in the activ-
ities of the OECD (including the IEA), known as the club of industrial democ-
racies, without insisting on full membership is an example of a highly effective
way of sharing best practice, engaging in harmonizing policies, coordinating
behaviour that affects each other, and integrating these critical countries into
the global system without proselytizing.

Fourth, the withdrawal of U.S. prerogatives to enhance the participation
of other countries in global leadership would motivate engagement and
responsibility rather than constituting U.S. retreat, withdrawal, or loss of
power. Soft power is more effective as a tool for engagement and coopera-
tion than hard power, which is a better tool for competition and confronta-
tion. As an example, if the U.S. and Europe could agree to abandon their
tradition of appointing the president of the World Bank and the head of
the IMF respectively, this would be evidence of trust in the capacity of lead-
ers from other regions and countries to lead these institutions in the global
interest. The crisis over Paul Wolfowitz’s leadership of the World Bank in
2007 highlighted the bankruptcy of the practice of having the head of the
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institution be a political appointee of the U.S. president, much like a mem-
ber of the U.S. cabinet. If Wolfowitz himself had been selected in an open
competition of nominees from around the world and voted on by the entire
board of executive directors as the merit-based candidate, he would have
felt that he was there in behalf of the international community and not as
a representative of the United States. A withdrawal of this prerogative by
the United States in a “grand bargain” with the Europeans, wherein they
withdraw their right to name the head of the IMFE, would constitute a major
step toward making the governance of these important institutions more
multilateral, increasing their effectiveness, and enhancing the spirit of coop-
eration within them. This is just one example where a change in current
practice could transform behaviour.

This brief overview of four practical actions that could constitute a new
approach by the U.S. to defining its role in the world and in a new global order
reveals that summit reform is a critical element of a larger strategy. Summit
reform by itself is not a powerful enough step to have the transformative
effect required to reshape the global order and the U.S. role in it. Rather,
these systemic impacts require a broader approach within which summit
reform could play a key role. Moreover, the degree to which summit reform
can be transformative depends on whether a compositional shift toward
greater inclusion of new powers is accompanied by a new mission for sum-
mits. In addition, the degree to which U.S. support for summit reform in a
new administration is an effective transformative tool for U.S. foreign pol-
icy depends upon whether such reform is seen by leading figures in other
countries as an important step. These are all questions raised and elucidated
by the survey results.

Prospective Views on Summit Reform in the United States:
Survey Results

In the context of U.S. views on the G8 enlargement process within and
beyond the HP, it seemed less than enlightening to consult with the current
administration on its members’ attitudes toward summit reform since the
election would be over around the time this book is published. Further-
more, it seemed more important to ascertain the degree to which there was
consensus or discord in the international community on the issue of sum-
mit reform. Each country has its own calculations to make. Most of the
current members of the G8 are extremely reluctant to support a formula-
tion of an expanded summit that might diminish their stature and dilute

e



13_HP_bradford.gxd 2008/10/01 8:55 AM Pa%:%lS

The United States and Summit Reform in a Transformational Era 315

their influence in this exclusive club. The four European countries in par-
ticular are reluctant to reduce their four seats to one. The O5 members seem
like the most likely candidates for possible entry into an expanded G8 or
into a new summit grouping. But none of them, not even China, wants to
be “cherry picked” to enter alone, or even as one of two new entrants, for a
variety of reasons. Both of these facts of life in the politics of summit reform
make Republican presidential candidate John McCain’s proposals to remove
Russia and add Brazil and India infeasible.

The variety of interests and perspectives that come to play on summit
reform are enormous and complex. Hence an unbroken progression from
G8 to a G13, where the O5 members are asked to join as full members—as
logical as it may seem since the five have been present at all the summits
since the Gleneagles Summit in 2005—is not the inexorable next step. As a
consequence of these complexities, it is not at all certain ex ante that there
would be a convergence of opinion, much less a consensus, on summit
reform among senior officials from major industrial and emerging market
countries and experts knowledgeable about international reform. Indeed, it
might well have been the case that a survey among these two groups of par-
ticipants involved in the international debate on reform might well reveal the
great diversity of opinion that exists in the international community, which
itself would complicate the reform process.

The “Heiligendamm Process Questionnaire” consisting of 17 questions
was sent to more than 150 officials and experts from G2o countries. The ques-
tions covered five main topics: the role of the G8, the recent evolution of the
G8 into the G8 Plus Five, beyond the G8 Plus Five, summit mandate and
mission, and the U.S. in a polarized world. Seventy-six people responded, 30
of whom were officials and 46 of whom were from think tanks, academic
institutions, or research centres. Twenty-six Americans and 50 officials and
experts from 15 other countries responded. Quite unexpectedly, the findings
are extremely clear. On most important questions, the results are robust, in
that the responses are by and large well over 65 percent or less than 25 per-
cent, which means that even if there were a substantial margin of error, there
is still a clear set of outcomes. The questions included in this questionnaire
and the statistical results appear in the appendix at the end of this chapter.
What follows here is a discussion of the main results in a policy context.

The Role of the G8

The positive news is that the G8 was widely viewed by both U.S. respondents
and those from other major countries as serving a useful role as the pivotal
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club for its members and was perceived to be actually performing that role.
But there was a widespread view (over 9o percent of both groups) that the
G8 is not viewed by world public opinion as either effective as a mechanism
for international cooperation or as legitimate in its country composition.

Furthermore, 94 percent of those from other major countries and 8o
percent of Americans surveyed thought that the world needs a global steer-
ing mechanism. (Elsewhere in the survey, a global steering mechanism was
defined as “taking on the broad, evolving agenda of global challenges and pro-
vide strategic guidance to the international institutions on how to address
them.”) But, despite this, 83 percent of those from other major countries
and 87 percent of those from the U.S. thought the G8 is not actually perform-
ing that role. As a consequence, it seems that part of the perception regard-
ing the lack of effectiveness and legitimacy of the G8 is determined by its
over-reach in trying to be something it is not: a global steering mechanism
instead a pivotal club of like-minded western countries. The sense of crisis
in the functioning of the G8 is derived from the “unrepresentativeness” of
the G8 membership undermining its legitimacy and is also due to the fact
that it is unable to do what more than 9o percent of officials and experts from
other major countries questioned thought the world needs, namely to per-
form the functions of a global steering mechanism, in part because the coun-
tries that need to be part of addressing global challenges are not there. Hence,
the effectiveness and representativeness deficits of the G8 interact with each
other to drive the drama of the G8 to a legitimacy crisis.

Therefore, the conclusion seems to be that the G8 is in crisis in terms of
its larger global public role in the representativeness, effectiveness, and legit-
imacy of its country composition but that it should be maintained by its
members as a pivotal club. In light of these results, G8 enlargement seems
to be a less promising path forward than the alternative of creating a new
summit group for dealing with global issues and providing a global steer-
ing mechanism. This has to be considered a significant conclusion, since
most of the international debate on summit reform has been about G8
enlargement.

Recent Evolution of the G8 into a G8 Plus Five

Since the G8 summit in Gleneagles in 2005, the G8 summits have regularly
included the Os in part of the meeting. At the Heiligendamm Summit in
2007, German chancellor and host Angela Merkel in particular pushed for
a secretariat to be established at the OECD in Paris to support work on four
key issues by the G8 Plus Five to prepare the issues for possible discussion
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at leaders level. This Heiligendamm Process will come to a head with a report
on the progress of this process at the G8 summit hosted in Italy in 2009.

This section surveyed the views of these officials and experts on this
recent evolution of the G8. Between 91 percent and 100 percent of respon-
dents from the U.S. and between 95 percent and 97 percent of those from
other major countries see “the recent evolution of the G8” as important,
positive, and necessary. Seventy-one percent of those from other major
countries would “favor the permanent transformation of the G8 summit
group into an L13 where all 13 countries would be full members of the group.”
And yet only 23 percent to 24 percent of all surveyed thought that “the recent
evolution of the G8” into a G8 Plus Five is adequate.

Finally and importantly, 79 percent of U.S. respondents and 85 percent
of those from the other major countries preferred “other changes in the
leaders-level summit, beyond the 13.” This is an unequivocal conclusion with
importance for the future.

Beyond the G8 Plus Five

Despite this clear result in favour of changes beyond the 13, there is less clar-
ity and consensus about what paths forward are most promising in terms of
the specifics of the country composition of an expanded summit grouping.
Forty-two percent of U.S. respondents selected “adding a permanent seat
for an Islamic country to the L13” and 42 percent also chose “adding rotat-
ing seats (to the L13) to represent smaller, poorer countries.” Curiously, only
30 percent and 18 percent of the respondents from other major countries
picked these two options, respectively. The other results are:

+ 38 percent of those from other major countries preferred “converting
the G8 into an L20” whereas only 26 percent of U.S. respondents favoured
doing so;

+ 32 percent of U.S. respondents and 30 percent of those from other major
countries chose “variable geometry,” adding seats to the L13 depending
on the issue under discussion; and

+ 30 percent of respondents from other major countries preferred “limit-
ing the size of the new leaders-level summit group to 16,” whereas only
16 percent of U.S. respondents favoured doing so.

There was not much support for adding an Arab Middle Eastern coun-
try to the L13 (11 percent of U.S. respondents; 22 percent of other major
countries), for adding a permanent seat for Nigeria (15 percent of U.S. respon-
dents; 20 percent of other major countries), or for adding other countries
(5 percent of U.S. respondents; 13 percent of other major countries).
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Whereas 72 percent of U.S. respondents, but only 50 percent of other
major countries, thought that “the EU members should consolidate their
seats into one seat in the G8 summits,” 4 percent of U.S. respondents and
none of those from other major countries thought that “EU governments
are likely to agree to this option in the near future, say by 2010.”

In summary, these results indicate some support for varied options of
expansion beyond the 13 such as using variable geometry, adding an Islamic
country, and rotating seats for smaller, poorer countries. The stronger U.S.
support for these options relative to the responses from other major coun-
tries is consistent with the relatively weaker support (52 percent versus 71 per-
cent) by Americans in favouring “the permanent transformation of the G8
into an L13.”

Summit Mandate and Mission

In answering whether they would “favor a stronger mandate and clearer
mission for an expanded summit group,” 78 percent of U.S. respondents
and 81 percent of respondents from other major countries prioritized “[tak-
ing] on the broad, evolving agenda of global challenges and [providing]
strategic guidance to the international institutions on how to address them”
and 43 percent of U.S. respondents and 67 percent of those from other major
countries selected “push for international institutional reform in the IMF,
World Bank, UN [United Nations], and other international institutions.”
Forty-three percent of U.S. respondents and 33 percent of those from other
major countries supported “[returning] to the original emphasis on inter-
national economic coordination issues.” What is interesting here is the degree
to which these three priorities relate to each other, given that there was a
choice among six options.

None of the U.S. respondents and only 4 percent of respondents from
other major countries felt that an expanded summit group should “limit
the focus to geopolitical military security issues.” Nine percent of U.S. respon-
dents and 6 percent of those from other major countries favoured a single-
issue focus, and 9 percent of U.S. respondents and 27 percent of those from
other major countries preferred dealing primarily with current crises. There
is great clarity in these responses regarding what an expanded summit group-
ing should not focus on.

In summary, there is great clarity (roughly 8o percent of both groups)
about the primary summit mandate that there is a need to take on “the
broad, evolving agenda of global challenges and provide strategic guidance
to the international institutions on how to address them.” This conclusion
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seems consistent with the overwhelming support by both groups (8o per-
cent of U.S. respondents and 94 percent of those from other major countries)
for the view that “the world needs a global steering mechanism” and, for
the purposes of this analysis, defines that term.

The United States in a Polarized World

Sixty-seven percent of U.S. respondents and 85 percent of those from other
major countries favoured “the next president of the U.S. announcing her/his
support for the 2009 summit in Italy to be convened in an expanded group
of permanent members.”

On average, respondents from both the U.S. and the other major coun-
tries viewed reformed and expanded summits as “important” to the United
States as “a vehicle for engaging the rest of the world” and as “important”
as “a high-profile political step toward changing the perception of the U.S.
in the world”

On average, those from other major countries viewed reformed and
expanded summits as “possibly helpful” for “addressing global challenges,”
whereas the U.S. respondents viewed them as “important” for doing so.

These average responses mask the fact that the distribution of responses
on all three of these questions regarding the US. role and response were
highly skewed toward “possibly helpful” and above, with virtually none of
the responses indicating these issues were “unimportant.” Thus the “very
unimportant” responses pulled the average toward the mean (3.5 = impor-
tant), when in fact the distribution was more toward the upper end.

In summary, it is clear from these results that summit reform is per-
ceived by both U.S. respondents and those from other major countries as a
significant instrument for engaging the rest of the world, as an effective
political step for American foreign policy in “changing the perception of
the U.S. in the world,” and as a way of “addressing global challenges.” It is
interesting to note the extremely high support (67 percent of U.S. respon-
dents; 85 percent of those from other major countries) from those who
would like the next U.S. president to suggest the 2009 Italian-hosted sum-
mit be convened in an expanded, permanent group. These results indicate
that support for summit reform is viewed as important to the U.S. by Amer-
icans and even more strongly by respondents from other major countries.

Implications for the Future

The first thing to note about these results in terms of their usefulness in dis-
cerning pathways forward for summit reform is that they are clear. Indeed,
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one could argue that they are surprisingly clear. One would have thought
there might have been a greater diversity of views among the cognoscenti in
the international community who are not only knowledgeable but actively
involved in these issues. Indeed, on the fundamental issues there is a con-
sensus on major conclusions. That does not necessarily mean that the actual
pathway forward will follow from the consensus on the conclusions in the
survey, but it does mean that there is broad agreement that some reform is
necessary and that there is a focused range of options that define the likely
direction of change.

The second aspect of consequence for interpreting the significance of
the results for the reform process itself, is the degree to which the different
dimensions of the results are inter-related, as well as mutually reinforcing.
The survey results on the G8 that perceive it to be primarily a “pivotal club”
of like-minded states rather than a global steering mechanism helps illumi-
nate the choice between G8 enlargement on the one hand and the creation
of a new summit grouping on the other. Both options are open, and it is
hard to predict which of the two pathways might be taken in practice. There
is certainly momentum toward G8 enlargement, as the HP makes manifest.
There is also a strong push for a new expanded summit grouping beyond 13,
which is consistent with 8o percent support for prioritizing a global steer-
ing mechanism role for it and 8o percent/94 percent of respondents who
think “the world needs a global steering mechanism.” But if a new expanded
summit were created and the G8 were retained, then one would anticipate
that a separate Gs would also be brought into being, adding another new ele-
ment to the politics of summitry.

Nonetheless, the fact that approximately 65 percent of all 76 respondents
viewed “the G8 as a pivotal club” and roughly 60 percent thought that “the
G8 is performing the role of pivotal club” means that the G8 has a viable
and valued role for its members that might well continue in the future, even
as—or perhaps especially as—a new, expanded summit grouping is formed
to deal with global issues beyond the purview of the relatively narrow mem-
bership of the G8. The finding that 80 percent of U.S. respondents and 94
percent of respondents from other major countries felt the world needs a
global steering mechanism, while only about 15 percent of all respondents
thought the G8 is actually performing that role, highlights the degree of
over-reach by which the G8 is undermining its legitimacy.

These results mesh with the fact that 8o percent of all respondents
favoured the global steering mechanism role (to “take on the broad, evolv-
ing agenda of global challenges and provide strategic guidance to the inter-
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national institutions on how to address them”) in defining a stronger and
clearer mandate for an expanded summit grouping. There was consistency
in the responses among issues, as indicated by the second priority among
respondents on the question of summit mandate and mission being to “push
for international institutional reform in the IMFE, World Bank, United Nations,
and other international institutions” (43 percent of U.S. respondents versus
67 percent of those from other major countries) and the third priority being
to “return to the original emphasis [of summits] on international economic
coordination issues” indicates consistency in the responses among issues.

Form follows function. The compositional shift in the membership of the
summit grouping is not just a freestanding political issue. It is intimately
linked to the roles and functions, the mandate and mission of summits to
address global issues and align the international institutions to deal with
them. This is a powerful result that makes clear that summit reform, in both
form and function, is required to enhance both representativeness and effec-
tiveness together, as a means of increasing the legitimacy of summits and the
international institutions at the same time. Since these are each major com-
ponents of the international system, these results would appear to define
inter-related steps toward improving the capacity of the international sys-
tem as a whole to deal with global challenges as the top priorities in redefin-
ing the mandate of summits.

A third aspect of consequence for the future is the strong response among
those from the other major countries to questions regarding the degree to
which they viewed U.S. support for summit reform as important to the U.S.
“as a vehicle for engaging the rest of the world” and “as a high-profile polit-
ical step toward changing the perception of the U.S. in the world.” If this
were not the case, and there were less support for summit reform among
Americans (which there is in some of these results), then there would be no
foreign policy rationale for the U.S. to support summit reform because U.S.
support would not have a positive impact on leaders in other major coun-
tries. But this is decidedly not the case. On average, American respondents
and respondents from other countries all felt that U.S. support for reformed
and expanded summits would be “important” as a vehicle for engaging the
rest of the world and as a high-profile political step toward changing the
perception of the U.S. in the world. More than that, 85 percent of respon-
dents from the rest of the world favoured “the next president of the United
States announcing her/his support for the 2009 summit in Italy to be con-
vened in an expanded group of permanent members,” while 67 percent of
U.S. respondents favoured this option.
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Clearly, beyond its own perceptions of the summit reform issue, the U.S.
can reap foreign policy benefits by becoming an active supporter and leader
of summit reform because leading figures in other major countries over-
whelmingly think that this would directly benefit the U.S. at this moment
in history. If this were not the case, whatever the views of the U.S. policy
makers on the merits of summit reform itself, there would be no added
incentive to support it based on the direct foreign policy benefits of doing
s0, which these survey results clearly reveal. If the survey results themselves
are extended, it seems that U.S. support for summit reform and expansion
would be received by the rest of the world as a gesture toward a more engaged,
collaborative, cooperative, multilateral approach to global politics in contrast
to what might be construed to have been the unilateralist, confrontational,
narrow national-interest approach of the recent past. It would be a way of
signalling a fundamental shift in the U.S. conduct of its role in the world and
of subduing the tendency to create antagonisms that have put the U.S.in a
position of generating security threats to itself rather than eliminating them.
The facts that the U.S. responses are positive for at least two thirds of almost
all the major strategic questions and that in general there is more similar-
ity than difference between the U.S. respondents and those from other coun-
tries suggest that U.S. exceptionalism is not so evident in the U.S. group. As
Andrew F. Cooper observed, this might “allow the return to responsible
multilaterally oriented [U.S.] leadership to be accomplished in a far easier
manner than might be anticipated.”

Finally, the other major finding is that despite the fact that between 9o
and 100 percent of both groups viewed the “recent evolution of the G8” as
important, positive, and necessary, less than 25 percent of both groups found
the recent evolution into a G8 Plus Five to be inadequate. Nearly 8o percent
of U.S. respondents and 85 percent of respondents from other major coun-
tries preferred “other changes in the leader-level summit, beyond the 13.”
This, too, is a major result with consequences for the pathways forward
because it implies that the evolution of the G8 Plus Five into a G13 is neither
inexorable nor inevitable but rather that some additional countries should
be added “beyond the 13,” in the view of an overwhelming majority of the
76 officials and experts polled in this survey. Despite the strong and consis-
tent pattern of meeting at G8 Plus Five from Gleneagles in 2005 to St. Peters-
burg in 2006 to Heiligendamm in 2007, and despite a reporting requirement
on the HP scheduled for the summit to take place in Italy in 2009, there
may well be additions to the G8 Plus Five grouping, based on the opinions
in this survey, when and if summit reform eventually occurs. Whichever
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happens, G8 enlargement or the formation of a new summit grouping, there
is a push by the officials and experts in this survey toward an expanded sum-
mit grouping larger than 13.

Pathways Forward for Summit Reform

These implications of the survey results lead directly into a consideration of
alternative pathways toward summit reform or alternative future scenarios
of how summit reform may or may not evolve. The most likely possibilities
would seem to be: a) validation of the G8 Plus Five process at the Italian
summit in 2009 and acceptance by leaders there to convene the 2010 sum-
mit in Canada at L13; b) G8 enlargement initiated by the host country wherein
Italy might convene an expanded G8 summit at 13 or some other configu-
ration in 2009 or the Canadians might do so in 2010, surely after consult-
ing other G8 members and other potential candidate countries to assess
their interest in becoming members of an enlarged G8 summit; ¢) a new
U.S. presidential initiative might occur early in 2009, either privately through
intermediaries or publicly in an announcement, in support of an enlarged
G8 summit or a new summit grouping to be convened in 2009; d) a sepa-
rate meeting in 2009 at the leaders level on a major global issue, such as
energy security or climate change, might occur in an expanded summit
grouping, perhaps larger than 13, which might then evolve gradually into a
new regular annual summit grouping to act as a global steering mechanism;
e) an unexpected expansion and new mandate for summits might well result
from spontaneous combustion among leaders meeting for another purpose
or because of a sudden global crisis or event; and f) the pattern over the last
several years might continue into the future wherein the G8 continues to
meet at eight, inviting other countries in for specific issues and for only part
of the summit meetings, revealing no consensus at leaders level on summit
expansion or reform. These are assessed in turn below.

Scenario A: Validation of the G8 Plus Five Process
[Possible, but Unlikely]

This scenario is possible where the pattern of G8 summits with partial open-
ings to the leaders of the Os continues until the summit in Italy, when an
assessment is scheduled to be made of the HP. Given that this assessment is
already on the agenda of the 2009 summit, it forces the issue of permanent
membership of the five countries in an expanded summit group to the fore.
It could be foreseen that it would be embarrassing for the G8 leaders to say
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no, and drop the issue of summit expansion and essentially discontinue the
pattern by turning the Os leaders away from future summits. This would be
a visible snub, which is hard to imagine G8 leaders would want to embrace.
But this does not mean that there is inevitability in the inexorable march
toward a Gi3 or Li3.

The respondents to this survey show an overwhelming sense that the
G13 is inadequate and more than 8o percent favoured “other changes in the
leaders-level summit, beyond 13.” This undoubtedly reflects a strand of think-
ing in relevant governments, beyond the particular officials and experts in
this survey. But at the time of the survey there was some indication that the
government of Japan in 2008 might interrupt the pattern of inviting the Os
to the Hokkaido Toyako Summit. If this had been the case, the pattern since
2005 would have been broken and there would be considerably less pres-
sure in 2009 to transform the G8 Plus Five to a G13 or L13 on a permanent
basis. As a result of this uncertainty at the hands of the G8 host, while it
remains possible that eventually the G8 Plus Five process will be validated
and transformed into a new summit grouping of 13, it is probably unlikely
to occur as an extension of the existing pattern alone.

Scenario B: G8 Enlargement [Possible, but Unlikely]

There is the factor of the convening power of the host country. This power
can be influenced both in a negative and a positive way. It is possible that
either Italy or Canada in the next two years could choose to convene the
summits at 13 instead of eight, or in some other configuration. No summit
host would dare to send invitations to an enlarged group of countries with-
out consulting the G8 leaders themselves in the first instance, and the newly
invited members in the second, to assure that this governance innovation by
the host would be successful. The constraint of “what the traffic will bear”
has been a highly influential one in the first decade of the 21st century.
The greatest champion of expansion of the G8 summits has been for-
mer Canadian prime minister, Paul Martin. He was the original proponent
of transforming the country grouping of the G2o finance ministers, for
which he was the inaugural chair as finance minister of Canada, into an
L20, leaders-level group. As prime minister of Canada in the early years of
2000, Martin pushed hard in speeches and in private with G8 leaders to
get them to accept the idea of meeting at leaders level (see, for example,
Martin 2005). But he had no luck, in large measure because of a reluctance
on the part of U.S. president George W. Bush to accept the proposal. Later,
especially in the run-up to both Gleneagles and St. Petersburg in 2005 and
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2006 respectively, British prime minister Tony Blair spoke in public and in
private in favour of G8 enlargement. In 2007, upon becoming president of
France, Nicolas Sarkozy became a visible and vocal advocate of including the
big emerging market economies into the G8. And in 2008 Gordon Brown,
Blair’s successor, called for G8 expansion in major speeches in both India and
in Boston. Still no action resulted.

The consequent conclusion is that the constraint of what the traffic will
bear is greater than the convening power of the host country. Whereas it is
possible that the conveners in 2009 and 2010 may succeed in realizing trans-
formative change, it seems unlikely that by themselves they will succeed
unless there is a major shift in the U.S. position on summit reform, which
is indeed possible.

Scenario C: A New U.S. Presidential Initiative [Possible]

The presidential election in the U.S. in November 2008 presents an oppor-
tunity for a major shift in the U.S. approach to the world, as the early part
of this chapter indicated. The respondents to this questionnaire decisively
preferred that the next president of the United States back the idea of con-
vening the 2009 summit as an expanded group of permanent members.
This provides not only support for such an initiative by the next U.S. pres-
ident but also a rationale for it, as indicated earlier, because 85 percent of
the respondents from other major countries support this action. This means
that a presidential initiative would be perceived by leaders in major coun-
tries as a signal of transformative change. In this context, a new president
might find support for summit reform to be an attractive initiative to set
a new tone and direction, establish a dramatically different approach to
engaging the rest of the world, and relate to the embodiment of a “new
global order” efficiently without having to communicate with more than a
dozen leaders, one leader at a time. It all depends, of course, on who the next
president of the U.S. will be, the circumstances that will press upon that per-
son in early 2009, and what the priorities turn out to be. But given the con-
text and the candidates, it is at least a possible option that might be exercised.

Scenario D: Evolution from an Issue-Specific Summit to
Summit Reform [Most Likely]

This scenario is more complicated but perhaps even more likely. Energy
security and climate change loom as the highest priority global challenges
both because of the substance and the process currently under way to
develop a post-Kyoto framework beyond 2012. The energy challenges alone
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are massive. There will be roughly 3 billion more people on the earth in 2050
than today, and already 2 billion people today do not have access to elec-
tricity. This means that between now and 2050 the global energy productive
system must meet the electricity demands of more new claimants than the
current energy system that was developed over the last century already
reaches. This is a long-term economic issue of the highest order. Second,
the world, including the American public, has come to the view that it is
better to invest in reducing carbon emissions now than to have to invest
more later, when in any case it may be too late as well as being more expen-
sive. This is a long-term environmental issue of the highest order. Together,
energy security and climate change represent the central security issues look-
ing ahead. The scope and scale of these issues, and their global reach and
political complexity, provide one of the greatest opportunities for demon-
strated, real, and effective global cooperation ever. Hence, an intensive effort
by the U.S. to reverse its position on climate change and not only join but
lead the global effort to forge a new framework for the future would provide
precisely the specific opportunity to demonstrate the new U.S. approach to
its role in the world that is needed now.

Crucial in moving this issue forward is the governance mechanism to do
so. Indisputably, the United Nations Framework Convention on Climate
Change (UNFCCC) is the ultimate forum for finalizing a global agreement
among all the states of the world. But the universal membership of the UN
makes it too large a grouping to be an effective mechanism for reaching
agreement on the fundamentals. And the G8 is too small and unrepresen-
tative a grouping for doing so. Therefore, there have been calls for an inter-
mediate-sized group of major countries to work out a consensus on basic
elements of an agreement to forward to the UNFCCC for review, revision
and final approval. In the joint efforts of the Centre for Global Studies at the
University of Victoria (CFGS), the Centre for International Governance
Innovation (CIGI), the Brookings Institution, the Mexican Council on For-
eign Relations (COMEXI), and the OECD, energy security and climate
change were prioritized as the issue that most needs a larger summit group-
ing for progress and that it is the issue most likely to leverage summit expan-
sion and reform. Form follows function in this high-profile issue, increasing
the likelihood of action.

But the matter becomes more complex. In 2007, the Bush administration
convened a conference on climate change, bringing together 16 “major emit-
ter economies”—now referred to as the Major Economies Meeting on Cli-
mate Change and Energy Security (MEM)—in August to discuss the
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post-Kyoto framework. (The 16 consists of the G8 Plus Five plus Australia,
Indonesia, and South Korea.) This conference consisted of officials below
ministerial level from environmental ministries of the 16 countries. In the
run-up to the 2008 Hokkaido Toyako Summit, Japan decided to hold a meet-
ing of the MEM leaders the day after the G8 summit to discuss climate
change, which was hosted by Prime Minister Yazuo Fukuda at the end of
the summit on July 9. However, before the summit there was much specu-
lation about the usefulness of any such meeting with Bush, as he was well
known to be against the carbon emission targets that lay at the heart of the
agreement and were endorsed by the candidates in the U.S. presidential race.
It is interesting to note that an independent group of scholars working on
a Brookings project on “managing global insecurity” came up with a G16
leaders group for global issues that includes the G8 Plus Five as well as Egypt,
Indonesia, and Turkey (see Managing Global Insecurity 2008).

But what is more clear, and perhaps more likely, is that there may be a
decision to convene an energy security and climate change summit of 13 to
16 or even 20 countries in 2009 to try to forge a draft framework agreement
to go to the UNFCCC by the end of 2009, when resolution on a final agree-
ment is scheduled. This would avoid the issues of G8 enlargement or G8
Plus Five validation having to be faced in 2009. The likelihood of an expanded
summit for climate change being an attractive and indeed compelling idea
for the major countries, and for a new U.S. president, is high. While both can-
didates will take major steps to reverse the U.S. position on this issue, Demo-
cratic candidate Barack Obama has been clearest about the governance
innovations he would sponsor, if elected president. The Energy Fact Sheet
on his website states that:

Obama will create a Global Energy Forum—based on the G8+5, which
included all G8 members plus Brazil, China, India, Mexico and South
Africa—of the world’s largest emitters to focus exclusively on global energy
and environmental issues. Maintaining a standing international body focused
on these issues will give a forum for all of the major emitters—past, pres-
ent and future—to discuss efforts to combat climate change. (Obama 2008)

Other major countries undoubtedly will push for some intermediate-
sized forum in which to negotiate with the U.S. under a new president in
2009, no matter who is elected. If such a summit grouping were formed to
deal with energy security and climate change and were successful in doing
s0, then it would set an example of effectiveness and a precedent for estab-
lishing a regular annual summit grouping of a similar size to address global
issues and guide the international system of institutions in dealing with
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them. This is a more complex, convoluted pathway to summit expansion
and reform but it ends up evolving out of practice rather than principle,
events rather than ideas, and positive success rather than perceived weakness
of the G8 as an unrepresentative, ineffective, and illegitimate group to be
addressing global issues. The world ends up with a new global steering mech-
anism, which 8o percent of U.S. respondents to the survey and 94 percent
of those from other major countries think the world needs. This may be the
most likely scenario for achieving summit reform.

Scenario E: Spontaneous Combustion [Possible]

In contrast to the one-step-at-a-time, slow, evolving progression toward an
expanded, reformed, permanent summit grouping that meets annually, as
just described, it is also possible that an event, crisis, or opportunity pres-
ents itself that vaults summit reform forward in a “big bang” fashion. A
simultaneous terrorist attack in the capitals of selected G8 and emerging
market countries would be a version of an event that could trigger such an
initial meeting that would lead inexorably, perhaps, to permanent summit
reform. Or leaders gathered at the inauguration of the next president of the
U.S. in January of 2009 might spontaneously come up with the idea that
the summit in Italy in 2009 should be the turning point in the history of
the G8 and bring to life a new summit grouping for the new global era of the
215t century. Top leaders do not always appreciate being driven by their staff
and like reserving spontaneous actions to themselves and among each other.
“Spontaneous combustion” of this sort is creative energy that can shape
events and institutions. It would not be the first time in history that such a
turning point occurred. It is perhaps not the most likely scenario, butitisa
possible pathway for reform.

Scenario F: Continuing Stalemate on Summit Reform [Very Possible]

Finally, a very possible scenario looking ahead is that nothing happens. As
obvious as the arguments for a larger grouping are, as clear as the weaknesses
of the G8 appear to most observers, and as much concern as there is in the
world today about the inadequacy of the current system of international insti-
tutions to meet global challenges, it is well within the realm of the possible that
nothing happens on summit reform in the next couple of years. Every leader
of a G8 country is importantly constrained by weak internal support, low
polling ratings, and an inability to play a strong leadership role in the inter-
national arena. The only wild card in the scenario for 2009 is who will be pres-
ident of the United States. That could change the dynamic. But it may not.
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One of the great divides in U.S. foreign policy in this election year is the
difference between an America that draws its strength from its own preoc-
cupations with its national beliefs, values, and ideals and continues to try
to form alliances and to project power based on them, and an America that
draws its strength from its historic and continuing fusion of pluralism and
unity translated into a vision of the world as culturally, politically, and eco-
nomically diverse, which can nonetheless come together around a com-
mon agenda in which compromise and cooperation are both possible and
necessary.

History in the end is unpredictable, which is what endows it with both
opportunity and responsibility. Time will tell whether processes, issues, events,
or leaders will drive summit reform to a breakthrough or whether the con-
tinuing stalemate will prevail. Much would seem to depend on the outcome
of the U.S. presidential election if the current stalemate is to be broken.

Concluding Remarks

However solid, credible, and consensual the views of the leading figures sur-
veyed in the study conducted for this chapter may be, the truth is that despite
the logic of summit reform as a way to increase the representativeness, effec-
tiveness, and legitimacy of the international institutions, steering mecha-
nisms, and system, the leaders simply may not take the steps necessary to
effect reform, as clear as those may be. As a consequence, among the options
of spontaneous combustion, a U.S. presidential initiative, G8 enlargement,
and the validation of the G8 Plus Five outreach process, none of these may
actually transpire, although there are reasons why each of them might occur
or even should occur. In the end, some combination of continuing stale-
mate and gradual evolution seems to be the more likely combination of
force vectors that will drive the future than more deliberate decisions and
dramatic transformative steps. Nonetheless, however much this hybrid sce-
nario of muddling through may appeal to one’s sense of realism, the world
does indeed seem to be at a historic juncture where new global leadership
and governance innovation are called for. A reformist thrust would seem to
be the most promising for addressing the global challenges of the 21st cen-
tury of most interest to most of the world’s people. Why is this too much to
expect when the case is so clear, at least among those who are directly
involved? U.S. leadership seems to be the biggest element that will deter-
mine the future of summit reform and global politics.
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Appendix: Note on the Summit Reform Survey

Since 2005, Johannes Linn and Colin Bradford have organized an annual
seminar series for Washington-based officials from the countries in the G20
finance ministers to discuss under Chatham House rules (with no attribu-
tion) the issue of global governance reform, both in terms of the G8 sum-
mit and international institutions. These seminars were initiated because
there was a need to create a forum for the relevant countries to discuss the
opportunities and obstacles to reform in a candid and confidential manner
that might help push the reform process forward in practice. These seminars
have also included a wide variety of experts, many of whom have experience
either as officials in national governments or as officials at the international
institutions themselves; they have come from the Brookings Institution and
other think tanks and research centres. There has been an especially close
involvement with colleagues at the Peterson Institute for International Eco-
nomics and the CFGS at the University of Victoria, as well as the New Rules
for Global Finance Coalition. This seminar series and other research and
outreach activities have been consistently supported financially by the CIGI
in Canada. In addition, there have been joint activities with the CFGS. The
author is grateful to all his official and think tank colleagues for their inter-
est and involvement in these activities over the last four years and to Jim
Balsillie and John English and other colleagues at CIGI for their steadfast
financial support.

This summit reform survey grew out of this work. Specifically, it resulted
from an invitation from Andrew E. Cooper, associate director of CIGI, to
prepare a chapter for this book on the role of the United States in the HP of
the opening to the G8 Plus Five countries. The idea of doing a survey was
driven in part by the overly time-intensive cost of conducting individual
interviews and by the U.S. election-year process, which privileged the views
of those from other major countries in providing a political rationale for the
U.S. supporting the undertaking of summit reform and which depreciated
the salience of the views of the Bush administration. As a result, more than
150 Heiligendamm Process questionnaires were sent out individually to offi-
cials from G20 countries based both in Washington and in their capitals
and to academics, scholars, experts, and researchers at think tanks, univer-
sities, and research centres in Washington and elsewhere in the United States
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and in the G20 countries. Several experts from other countries in this sam-
ple participated in the CIGI conference on “Reaching out to BRICSAM: the
Heiligendamm Process and Beyond” held in Cancun, Mexico, on 6—7 March,
2008, and a CFGS conference at the Mexican ministry of foreign affairs held
on 11 March, 2008, in Mexico City.

In the end, there were 76 respondents, 30 of whom were officials and
46 of whom were experts. Of the 76, 26 were from the U.S. and 50 were
from 15 other G20 countries. There was a relatively balanced division
among three sets of respondents with 25 government officials from the 15
“other major countries,” 21 experts from universities and think tanks in
those countries, and 23 U.S. respondents from U.S. universities and think
tanks. There was also balance among three other subsets, with 12 officials
and 16 experts from seven advanced industrial countries other than the
U.S. and 13 government officials from the eight G20 emerging market
economies. Only two U.S. officials and five experts from emerging mar-
ket economies responded. The country distribution was as follows: Canada
(10), France (2), Germany (5), Italy (3), Russia (1), and the UK (7), and the
U.S. (26) among seven of the G8 countries, and Australia (2), Argentina
(1), Brazil (5), Mexico (3), China (2), India (2), Korea (1), South Africa
(4), and Turkey (2) among the rest of the G20 cluster of countries not
belonging to the G8.

The respondents to this questionnaire were from an involved group of
experienced officials, former officials, and experts, most of whom are well
known and visible in international affairs. Far from being novices, these
individuals included eleven officials from nine G20 capitals, three executive
directors in the IMF from three advanced industrial countries, six senior
advisers to executive directors in the international financial institutions
(IFIs), five former senior IFI officials (Nancy Birsdsall, Jack Boorman,
Johannes Linn, David Peretz, and Alex Shakow), one former head of govern-
ment (Paul Martin, former prime minister of Canada), a former minister
(Pedro Malan, former finance minister of Brazil), two deputy ministers
(Strobe Talbott, former deputy secretary of state of the U.S., Gordon Smith,
former deputy foreign minister of Canada), current senior officials (Shyam
Saran, senior advisor to the prime minister of India, Lourdes Aranda, vice-
minister of external relations of Mexico, Maurizio Massari, head of policy
planning of the ministry of foreign affairs of Italy), several former ambas-
sadors as well is prominent academics and researchers, which included from
the U.S. Robert O. Keohane and Anne-Marie Slaughter from Princeton Uni-
versity, Joseph S. Nye and Jeffrey Frieden from Harvard University, and
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Stephan Haggard and Miles Kahler from the University of California at San
Diego. All the respondents are acknowledged as credible representatives of
the international community of officials and experts.

The author is extremely grateful to Johannes Linn, Andrew F. Cooper,
Barry Carin, Ralph Bryant, and Jonathan Fried for thoughtful comments
on earlier drafts and for excellent comments by participants in the Brook-
ings-CIGI seminar for Washington-based officials from G20 countries on 16
May 2008. In addition, Cooper contributed the idea of asking whether
respondents “regard the G8 summits ... [as] the pivotal ‘club’ for western/like-
minded countries” rather than as a global steering mechanism, without
which the distinction between enlargement and a new summit grouping
would not have been brought out as clearly. Below is an abridged and slightly
edited version of the questionnaire used in the summit reform survey with
the statistical results discussed in this chapter inserted. Ramin Ostadhos-
seini, a Brookings research assistant and student at George Mason Univer-
sity, tabulated the data. USR refers to U.S. respondents and OMC refers to
other major countries.

Heiligendamm Process Questionnaire

I. The Role of the G8
1. Function:
Do you regard the G8 summits as:
a global steering mechanism, OR
the pivotal club for western/like-minded countries?
Pivotal club: 63% USR / 65% OMC

2. Usefulness:
Do you think the world needs a global steering mechanism?
Yes: 80% USR / 94% OMC

3. Performance:
If so, is the G8 performing the role of a global steering mechanism?
Yes: 13% USR / 17% OMC
Is the G8 performing the role of the pivotal club?
Yes 58% USR / 65% OMC

4. Effectiveness:
Is the G8 viewed by world public opinion as an effective mechanism
for international cooperation?
Yes: 4% USR / 10% OMC
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II.

III.

Legitimacy:
Is the country composition of the G8 viewed by world public opinion
as legitimate?

Yes: 8% USR / 8% OMC

Recent Evolution of the G8 into a G8 Plus 5

. G8+ Os:

How do you view the recent evolution of the G8 into a meeting of lead-
ers from G8 industrial countries plus five “outreach” countries, namely
Brazil, China, India, Mexico, and South Africa? [Options: important or
unimportant; positive or negative; necessary or unnecessary; adequate
or limited]

Important: 91% USR / 95% OMC

Positive:  96% USR / 97% OMC

Necessary: 100% USR / 97% OMC

Adequate: 23% USR/ 24% OMC

G8 Transformation:
Would you favour the permanent transformation of the G8 summit
group into an L13 where all 13 countries would be full members of the
group?

Yes: 52% USR / 71% OMC

Beyond the G8 Plus Five
Country Composition:
Would you favour other changes in the leaders-level summit, beyond the
13? If so, check those that you favour:
79% USR / 85% OMC
add a permanent seat for an Islamic country to the L13
42% USR / 30% OMC
add a permanent seat for an Arab Middle Eastern country to the L13
11% USR / 20% OMC
add X rotating seats to represent smaller, poorer countries to the L13
42% USR / 18% OMC
add a permanent seat to the 13 for Nigeria to explicitly represent Sub-
Saharan Africa
16% USR / 20% OMC
add Y number of seats to the L13 as “variable geometry” to fill with dif-
ferent countries depending on the issue or sector under discussion

e



13_HP_bradford.gxd 2008/10/01 8:55 AM Pa%:%?ﬁ

IV.
10.

The United States and Summit Reform in a Transformational Era 335

32% USR / 30% OMC
add other countries

5% USR / 13% OMC
convert the G8 into an L20o to mirror the G20 finance ministers group
of ten industrial countries (the G8 plus Australia and the European
Union) and ten emerging market economies (Argentina, Brazil, Mex-
ico, China, India, Indonesia, Korea, Saudi Arabia, South Africa, and
Turkey)?

26% USR / 38% OMC
limiting the size of the new leaders-level summit group to 162

16% USR / 30% OMC

European Seats:
The EU members hold essentially 7 of the 24 seats in the International
Monetary Fund (IMF), for example, and 4 of the 8 seats in the G8. Do
you think that the EU members should consolidate their seats into one
seat in the G8 summits?

Yes: 72% USR / 50% OMC
Do you think it is likely EU governments are likely to agree to this option
in the near future, say by 2010?

Yes: 4% USR / 0% OMC

Summit Mandate and Mission
Summit Mandate:
Would you favour a stronger mandate and clearer mission for an
expanded summit group, such as to:
limit the focus to geopolitical military security issues?

0% USR / 4% OMC
return to the original emphasis on international economic coordination
issues?

43% USR / 33% OMC
deal primarily with current crises?

9% USR / 27% OMC
take on the broad, evolving agenda of global challenges and provide
strategic guidance to the international institutions on how to address
them?

78% USR / 81% OMC
push for international institutional reform in the IMF, World Bank,
United Nations, and other international institutions?
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11.

12.

13.

14.

43% USR / 67% OMC
focus on a single issue?
9% USR / 6% OMC

Potential Effectiveness:
As you look forward toward the future and the challenges facing the
world, how would you rank the potential importance of reformed and
expanded summits in addressing global challenges? [Options: very
unimportant; unimportant; possibly helpful; important; very impor-
tant; crucial]

USR: 4.3 = Important / OMC: 3.8 = Important

The United States in a Polarized World
Importance to the U.S.:
How important would you think reformed and expanded summits
could be to the U.S. as a vehicle for engaging with the rest of the world?
[Options: very unimportant; unimportant; possibly helpful; important;
very important; crucial]

USR: 4.3 = Important / OMC: 4.0 = Important

U.S. Political Step:

Against the background of historically low ratings for the U.S. in world
public opinion, how would you rank the importance for the U.S. of
actively supporting reformed and expanded summits as a high-profile
political step toward changing the perception of the U.S. in the world?
[Options: very unimportant; unimportant; possibly helpful; important;
very important; crucial]

USR: 3.9 = Important / OMC: 3.9 = Important

Next U.S. President:
Would you favour the next president of the U.S. announcing her/his
support for the 2009 summit in Italy to be convened in an expanded
group of permanent members?

Yes: 67% USR / 85% OMC
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Enhanced Engagement
The Heiligendamm Process
and Beyond

Alan S. Alexandroff

Reform of the G8 is possible, but it is not likely to be accomplished easily or
immediately. And if enlargement does occur, it may not be with the G8 insti-
tution at all. Reform through enhanced engagement with the outreach coun-
tries could result in a wholly new global organization, leaving in place the
G8 as it is currently known.

The chapters of this volume chronicle the opportunities and difficulties
presented in the efforts to achieve enlargement of the G8. Specifically, they
examine the reform process through incorporation of the large emerging
economies—the outreach countries—with the developed countries of the
G8. They look at the structured dialogue process set up by Germany at the
2007 summit and assess the prospect of the Heiligendamm Process (HP)
culminating in membership reform with some or all of the Outreach Five
(Os5)—Brazil, China, India, Mexico, and South Africa. If it is acknowledged
that reform of the G8 is required—and many would suggest that this is an
imperative due to what Andrew F. Cooper decries in Chapter 1 as a “double
crisis of legitimacy and efficiency,” then is the HP an acceptable or possibly
even optimal route to enlargement?

The G8 and the Outreach Five

In the face of this double crisis for the G8, the obvious question is why focus
on these outreach countries. Andrew Hurrell (2006, 1) has supplied one
answer:
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One reason is that they all seem to possess a range of economic, military and
political power resources; some capacity to contribute to the production of
international order, regionally or globally; and some degree of internal cohe-
sion and capacity for effective state action.

Hurrell (2006, 2) suggests a second and further (in this case self-identi-
fying) reason for focusing on the outreach countries: they each “share a
belief in their entitlement to a more influential role in world affairs.”

This volume hones in on economic statecraft, given that the G8 still con-
centrates principally on economic issues, although with an agenda that from
year to year extends beyond economic matters to encompass environment,
development, and even security. These O5 countries have, to a greater or
lesser extent, significant economic power, and in addition they have signif-
icant diplomatic leverage in the international system. All the chapters meas-
ure the economic strength of the Os and in addition assess in some manner
what is called their diplomatic leverage.

Operationalizing economic strength is a fairly easy exercise as Table 14-1
suggests (also see the appendices in Chapter 3). As with the group known as
the BRICs (Brazil, Russia, India, and China) and its successor, the N11 (both
products of the well-known studies by Goldman Sachs—see Goldman Sachs
Economic Group 2007; O’Neill et al. 2005; Wilson and Purushothaman
2003), boundary questions remain even with regard to the questions of eco-
nomic strength of the outreach countries. For example, does South Africa’s
status as 27th in gross domestic product (GDP) in terms of purchasing power
parity (PPP) separate it from the remaining Os? This is certainly a question
raised by Brendan Vickers in Chapter 7. And notwithstanding the strong
economic rankings of Brazil as identified in Table 14-1, and commented on
by Denise Gregory and Paulo Roberto de Almeida in Chapter 6, there are at
least questions raised over Brazil in the face of limited military resources
(the same can be said for Mexico and South Africa), although military
strength represents principally a measure of diplomatic leverage.

This second category—diplomatic leverage—is both a valuable category
used by analysts in this volume and, at the same time, difficult to opera-
tionalize. Nevertheless in Chapter 1, Cooper points critically to the measure
(or measures) that constitute diplomatic leverage, or, as he calls it, diplomatic
agency. He accepts the noticeable lack of economic strength on the part of
Mexico, ranking 14th in GDP, and particularly South Africa (again 27th).
However, both outreach countries possess, and exercise, a wide array of
diplomatic engagements with broad institutional links—global and
regional—and leadership participation that represents an influence that
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the Outreach Five, and Selected Members of ASEAN
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GDP in Per GDP real
trillions ~ GDPin Capita  growth Climate
(PPP) trillions* GDP rate (%) Change Healthe
2007 2007 (PPP) 2007 Population 2003b 2005
European 14.38 (1) 16.62 32,300 3.0 491,018,677
Union (36) 3)
G8
United States 13.84 (2) 13.84 45,800 2.2 303,824,646  4,816.2 1,200,000
(10) (5)
Japan 4.29 (4) 4.38 33,600 2.1 127,288,419 1,231.3 17,000
(34) (12)
Germany 2.81 (6) 3.32 34,200 2.5 82,369,548 805.0 49,000
(32) (16)
Britain 2.14 (8) 2.77 35,100 3.1 60,943,912 569.1 68,000
(30) (24)
France 2.05(10) 2.56 33,200 1.9 64,057,790 373.9 130,000
(35) (23)
Italy 1.79 (12)  2.11 30,400 1.5 58,145,321 445.5 150,000
(39) (25)
Canada 1.27 (13) 143 38,400 2.7 33,212,696 565.5 60,000
(22) (39)
Russia 2.09 (9) 1.29 14,700 8.1 140,702,094 1,493.0 940,000
(75) (10)
Outreach Five
China 7.00 (3) 3.25 5,300 114 1,330,044,605 4,143.5 650,000
(133) (1)
India 2.99 (5) 1.10 2,700 9.2 1,147,995,898 1,273.2 5,700,000
(167) (2)
Brazil 1.84 (11) 1.31 9,700 5.4 191,908,598 298.3 620,000
(105) (8)
Mexico 1.35(14)  0.893 12,800 3.3 109,955,400 415.9 180,000
(84) (13)
South Africa 0.467 (27) 0.283 9,800 5.1 43,786,115 285.4 5,500,000
(103) (30)
ASEAN
Indonesia 0.846 (18) 0.433 3,700 6.3 237,512,355 295.0 170,000
(158) (7)
Thailand 0.519 (26) 0.246 7,900 4.8 65,493,298
(111) (23)
Malaysia 0.357 (31) 0.187 13,300 6.3 25,274,133
(81) (49)
Philippines 0.300 (39) 0.144 3,400 7.3 92,681,453
(162) (15)
Singapore 0.228 (47) 0.161 49,700 7.7 4,608,167 - 5,500
(8) (121)
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Table 14-1 (continued)

GDP in Per GDP real

trillions GDPin Capita growth Climate

(PPP) trillions* GDP rate (%) Change Healthe

2007 2007 (PPP) 2007 Population ~ 2003b 2005
Total 2.25(7) 1.171 425,569,406

(4)

ASEAN 5 total  2.25 (7) 1.171 425,569,406
ASEAN 5 % 3.43% 0.002% 6.37%
world
G8 total 30.28 33,045.07 870,544,426 10,299.5 2,614,000
G8 % world  46.15% 57.70% 13.04% 45.63% 6.62%
05 total 13.647 7651.64 2,823,690,616  6,416.3 12,650,000
05 % world  20.80% 13.36% 42.29% 28.42% 32.03%
G13 % world  66.95% 71.06% 55.33% 74.05% 38.69%
Notes:

2 Official exchange rate.

b Carbon dioxide emissions in million tonnes.

¢ Estimated number of people with HIV/AIDS.

ASEAN = Association of South East Asian Nations; GDP = gross domestic product; PPP = purchasing power
parity.

This table aggregates the G8, the Outreach Five (O5), and then most revealing the G13 (G7/8 plus O5).
What is most significant is that the G13 represents almost two thirds of the world’s GDP on a PPP basis.
It is a significantly greater aggregation than the 46 percent held by the G8. On population the combina-
tion is even more revealing. The G8 represents only 13 percent of the world’s population. The G13, on the
other hand, represents 55 percent of the world’s population—more than one half of the world’s popula-
tion. On the broad but not insignificant question of legitimacy and voice, the G13 shows a markedly larger
aggregation of power, at least as measured by these economic strength characteristics. It certainly describes,
at least in economic strength characteristics, why so much attention focuses on G8 enlargement. The
author is grateful for the great assistance of Rachael M. Alexandroff in adapting and supplementing these
tables originally created by John Kirton.

Sources: The Economist (2008); International Monetary Fund (2008); World Health Organization (2008);
Central Intelligence Agency (2008).

prima facie justifies inclusion of these two with the outreach countries.
Indeed, Mexico has taken on an energetic diplomatic role in the HP in part
because the HP uses the Organisation for Economic Co-operation and
Development (OECD) as a secretariat: Mexico is the only O5 country that
is a member of the OECD. Mexico, in fact, sees itself as something of a
North—South bridge diplomatically and in the enlargement process between
the G8 and the Os. South Africa has established an extensive network both
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in Africa and beyond. But although this qualitative information is a helpful
way to further determine the strength of these outreach countries, a task
going forward in establishing the outreach group (or what the contributors
to this volume call B(R)ICSAM) will be to operationalize this additional
category of diplomatic leverage.!

With regard to the economic strength of the G8 and the Os, Table 14-1 also
reveals a significant contrast in the economic growth rates of the G8 and the
Os, but the rankings on GDP growth suggest that, with a few exceptions, the
G8, the Os, and the five ASEAN states are major economic powers.

On population, a similar picture emerges with the G8 and Os states hav-
ing the largest population, with a few exceptions (Canada, Italy, and South
Africa). The rankings in Table 14-1 are affected by the inclusion of Indone-
sia, Thailand, Malaysia, the Philippines, and Singapore, the top five mem-
bers of the Association of South East Asian Nations (ASEAN), which allows
a comparison of the economic strength measures with the other O5 and G8
members. Some favour including Indonesia as the representative of this
regional organization (see both Chapter 2 by Timothy M. Shaw, Andrew E.
Cooper, and Agata Antkiewicz, and Chapter 9 by Paul Bowles), not least
because it includes a large Muslim state, although not a Middle East one. This
economic regional organization represents a challenge, however, in terms of
representation at meetings and in particular at summits. While the world is
changing—the European Union, ASEAN, the North American Free Trade
Agreement (NAFTA), Mercosur, and so on—it is still a leap, albeit an intrigu-
ing one, to include a region in a world of states.? The economic strength
measures of the ASEAN reveal a significant outreach country. As a group,
these five ASEAN members rank seventh in GDP, with the fourth largest
population of any of the G8 or the Os. Equally revealing are the significant
lower rankings of the individual states of the ASEAN.

Views from the G8

Notwithstanding the obvious aggregation of economic strength that arises
from enlargement, particularly from the vantage point of the G13 (that is,
the G8 plus the five outreach countries), a significant number of G8 mem-
bers are hesitant to proceed to enlarge the group. It is worth distinguishing
two matters in considering G8 reform: first, the views and attitudes of the
current G8 members about the effectiveness and purposes of this club of
great powers and, second, the proposed process—enhanced engagement via
the HP—that is the central feature of this volume.
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The views from the G8 capitals differ. As John Kirton suggests in Chap-
ter 3, “there was also a defining divide between an enthusiastic European
four and an opposed Pacific four, with Russia for this purpose privately a
member of the reluctant Pacific power club.” And even within each group
opinions vary from national capital to national capital.

The place to start in examining attitudes to enlargement is with those that
have championed it. There are the enthusiastic two—France and the United
Kingdom—who, through their political leaders, have openly promoted
expansion of the G8. French president Nicolas Sarkozy and British prime
minister Gordon Brown have suggested that the outcome of the HP should
be an expanded G8—in other words, a G13.

Germany, while supportive, has taken a different path. In Chapter 10,
Thomas Fues and Julia Leininger examine the German government’s moti-
vations. It is apparent that the construction of the HP was in part a creative
improvisation of the German government. For the current German leader-
ship under Chancellor Angela Merkel, reform is required but process is key:
a successful structured dialogue as established by, and through, the HP is nec-
essary. Reform should first take the form of an HP-like dialogue to show,
according to Kirton, “that such a forum would add value and work.” Only
a successful structured dialogue will open the way to reform.

The remaining European member is Italy. With the Italian election in the
spring of 2008, what had been a club of four may only be three or three and
a half, according to Kirton. The new Italian government led by Silvio Berlus-
coni has made it clear that it prefers the traditional G8 grouping of coun-
tries with “shared principles” (“G8: Berlusconi to Maintain Summit Format”
2008). However, as the summit host in 2009—when the final HP report will
be delivered—Italy will invite the Os leaders for the entire second day for dis-
cussions on the HP’s issue areas. In addition, O5 leaders will meet alongside
African leaders with the G8 on the third day to discuss development issues
(Guebert 2008). This approach signals the inclusion of the Os again solely
on a functional basis.

As for Russia, although it has publicly supported an expansion of the
G8 to a Gi13, privately it has resisted the move, suggesting that a move to a
full G8—as opposed to a priority on enlargement to a Gi13—should be the
priority task. This position has not changed with the election of the Russ-
ian president Dimitry Medvedev in 2008.

What, then, of the views of the remaining G8 members? The rest, the so-
called Pacific four, have expressed varying degrees of hesitation, if not out-
right opposition, to reform through the HP. Japan is the strongest opponent.
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It remained unclear for some time following the 2007 Heiligendamm Sum-
mit whether Japan would invite the Os to attend the Hokkaido Toyako Sum-
mit. In the end, Japan encouraged the U.S. to invite the participants in the
Major Economies Meeting (MEM) for the final day at Hokkaido. The MEM
brings together 16 members—including the major carbon emitters—to dis-
cuss climate change. While this group includes the Os, it extends well beyond
it. Japan also invited Australia, South Korea, and Indonesia to the G8 sum-
mit. These invitations broadened the cast of characters and shifted the focus
away from the Os at Hokkaido.

The Japanese government has suggested that it supports reform without,
however, committing to the path of inviting the Os specifically. It has, like
many other G8 members, spoken out in favour of the current size of the G8
and expressed concern that an expansion of the club would hinder an effec-
tive summit discussion. Japan has also raised concern over a recalibration
that would include South Africa (a question of weight) or, more particularly,
China (a question of competition in Asia and possibly a reaction to China’s
failure to support Japanese membership on the United Nations Security
Council [UNSC]).

Canada, as the smallest of the G8, appears to fear marginalization and
dilution of influence. As Kirton has suggested, “its instinct was thus toward
continuity, incremental expansion, and meeting the demand for expansion
through other forums.” A number of authors in this volume point out that
the hosting lineup of the summit in the next few years—Japan, Italy, and
Canada—adds little or no encouragement to enlargement.

As for the United States, the current administration remains dubious
about reform, concerned that with the larger grouping, the effectiveness of
the leaders summit will be lost (see Colin Bradford’s Chapter 13). Indeed, the
U.S. was dubious about the HP itself, feeling this structured dialogue was
potentially wasted time and effort. It is not yet clear what a new U.S. admin-
istration—whether an Obama or McCain administration—will express over
expansion.

The current reform scheme—if that is what the HP is—appears to have
been built on earlier reform efforts of the G8. In fact, as a great power organ-
ization, the G8 is itself a product of reform, since at its initiation in 1975
there were six countries—with Canada attending its first summit the follow-
ing year, the EU presidency participating as of 1977 and Russia welcomed as
amember in 1998. Yet today it is somewhat imperfectly the G8, while reform
models have periodically arisen. Thus, much praise has accompanied the
emergence—at the finance ministerial level—of the G20 created in 1999. In
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this forum China, India, Brazil, Mexico, and South Africa are included, as well
as a range of middle powers, namely Korea, Australia, Argentina, Taiwan,
Hong Kong, Singapore, Indonesia, and Turkey. This expanded model has
even been proposed for the leaders-level summit and was contained in the
proposal by former Canadian prime minister Paul Martin for a Leaders 20
(L20).

The View from the Outreach Five

The G8 discussion begins with two questions, the first with two parts: First,
does the G8 constitute a great power club with adequate authority and influ-
ence to act as a significant institution of global management? If not, what
membership and enlargement does it need in order to address the issue of
legitimacy, if not the effectiveness dimension? Second, does the HP provide
a reform path—leaving aside for the moment the composition of the O5? One
possibility, as Cooper implies in Chapter 1, is that the HP remain a structured
dialogue with no advance to reform.

But this reform process has a strong history. It began when Os finance
ministers joined the G8 ministers to form the G20 in 1999. A further step
was taken in 2005 when the Os finance ministers joined the Gy finance
ministers. According to Kirton, “it was elevated to the leaders’ level when
the Os5 came to the G8 summit in 2003 and then regularly from 2005 to
2007. The launch of the officials-level HP thus represents the latest major
step forward in this process of partnership between established and emerg-
ing powers.”

If hesitation is the major response of the G8, notwithstanding the declared
enthusiasm of the European three, ambivalence describes the views expressed
by the Os. Cooper suggests that “all continue to have a good deal of their
international identity shaped by their position either as a developing coun-
try or in solidarity with the global South.” The Os support for the develop-
ing world and the demands for structural changes and greater equality vary
from one member to another, but each refers to its commitment to the
developing countries within the international system. Any examination of
the Os, suggests Gregory Chin in Chapter 4, sees the trilateral group of
Brazil, India, and China struggling over its position with respect to mem-
bership in this great power club: “Indeed, Brazil, India, and China are grap-
pling with reconciling their identity as members of the global South and
the developing world and their emerging power status—or de facto great
power, in the Chinese case.”
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For strong ideological reasons China has approached the G8 with reserve
and caution. This reserve is noticeable as well for the HP. Along with a num-
ber of the O5 members, the situating of the HP in the OECD—perceived as
a club for rich, largely developed countries, with Mexico being a notable
exception—only adds to the Os’s caution (see Richard Woodward’s Chap-
ter 11). Indeed, commentators and Chinese international relations experts
originally rejected China’s inclusion in the G8. Yet opinion has evolved sig-
nificantly and, it is presumed, so has the attitude of the Chinese leadership.
While the current leadership remains, at least rhetorically, committed to the
South and the developing world, it would appear that Chinese opinion mak-
ers and government officials support China’s integration into the G8. Such
membership would identify and reinforce China’s great power status. China
could influence the “G plus” agenda and leverage its position. But ideolog-
ically—subject possibly to having other large emerging economies with it—
it could also enable China to propose an agenda and perspective that
supported the developing countries.

India and Brazil have retained a strong focus on solidarity with the devel-
oping world as well, shaping much of their foreign policy identities. Hurrell
(2006, 19) questions, however, as leading nations of the global South con-
tinue their economic development, “what happens if that ‘developing coun-
try identity’ comes into conflict with the ‘aspiring great power identity’?”?
In Chapter 6, Denise Gregory and Paulo Roberto de Almeida show that
Brazil’s rising regional economic clout has forced its leadership to confront
this question. So far, Brazil’s answer has been to build independent, bilateral
linkages with other states while projecting itself as a “responsible develop-
ing country, capable of engaging in a serious dialogue with G8 leaders, rather
than to be perceived by other developing partners as adhering to a rich club
agenda.” This foreign policy approach can also explain Brazil’s resistance to
OECD membership.

In Chapter 5, Abdul Nafey points out that India, like Brazil, sees its great
power aspirations focused first and foremost on permanent admittance to
the UNSC. G8 admittance takes a back seat, at least publicly. Moreover, India
remains a vocal advocate, as Nafey describes it, “of global regimes that redis-
tribute the world’s resources on the basis of equity.” India sees itself as a
strong advocate for the developing world, yet conscious of its growing power
and emerging great power status. Nafey concludes by emphasizing the bal-
ancing that characterizes all of the Os5 countries: as an emerging power,
India is not walking out on the G8, but it is also using the G8 as part of an
elaborate balancing act. Enhanced engagement with the G8 “is not exclusive.
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India is attracted to other groupings and bilateral relations, and it fully
appreciates its ascending rank in the evolving global order.”

This position of “a foot in both camps” is characteristic of all the Os
members, maybe none more so than South Africa. South Africa has become
a strong voice for development and equitable global governance. As Brendan
Vickers in Chapter 7 suggests, South Africa is a “leading advocate for greater
influence and participation by developing countries in shaping a new para-
digm for global governance.” It is intent on reversing Africa’s marginalization
and the marginalization of the South with the objective of having a more
meaningful role for the south in international affairs. Yet the G8 and the HP
remain contentious. To South African observers, the G8 remains an exclu-
sive club. South Africa fails to have many of the economic strengths that
mark the other O5 members. Suspicions remain that its inclusion is designed
to solve the G8’s problem of including an African representative. In the end
there appear to be two views largely in opposition to one another. One view
argues that South Africa should use the HP to join an expanded G8. Such a
move, if it were offered, would benefit South Africa and possibly the wider
African continent, because participation in this great power club would offer
important opportunities to advance African issues—development and
poverty reduction, trade, aid, and debt relief. The second view argues that,
as Vickers suggests, “it would be improper and impolitic.” South African
membership would undermine its credibility as an advocate for South-South
cooperation. Vickers summarizes this tension in views as “South Africa’s
potential membership of an alluring G8-OECD institutional nexus is fraught
with hard political choices and challenges—but opportunities, too.”

Finally, there is Mexico. Mexico has taken an active role in the HP and
sees it as a means to expand influence and prestige on the global stage. With
no evident concern about the OECD, as it is already a member of the organ-
ization, Mexico has taken the opportunity to expand contacts with the Os.
Mexico hosted the first formal meeting within the HP. Mexico’s diplomatic
efforts with the other O5 members enabled it to place migration as a prior-
ity issue for the group. It sees itself as a bridge between North and South in
this G8 plus Os process, a role it has taken seriously. Mexico’s HP sherpa,
Maria de Lourdes Arunda Bezaury, has been a leading voice on the functional
necessity to engage Southern partners constructively within the G8 deci-
sion-making framework (Williamson 2008). Duncan Wood in Chapter 8
proposes that the “prestige” factor and recognition in some manner of great
power status will keep Mexico attuned to the HP and the possibilities for its
inclusion in enhanced engagement and the larger reform process.
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Prospects for Reform of the G8

It is evident that much ambivalence about reform remains among both the
G8 and the O5 members. Although there appear to be clear advocates for an
enlarged summit membership—particularly France and the UK—there are
many in the G8 who remain unconvinced. And for the Os there is a variety
of reasons that leaders and governments express publicly for stopping short
of committing openly to Os inclusion, leading to the construction of a per-
manent G13. What is likely or possible? What is the way forward for G8
reform? Or is G8 reform something like reform of the Permanent Five (Ps)
on the UNSC? Always the bridesmaid; never a bride.

That said, it does seem that G8 reform is not quite the struggle that Ps
reform and enlargement pose in global governance. As has been already
stated, reform has been a feature of the G8 for much of its existence. Today,
officials discuss the prospect of a G13 or even a larger great power organi-
zation. What, then, is the way forward? Here are the likely pathways.

Status Quo

The questions over G8 legitimacy—the current membership—have been
driving calls for change. As noted above, the collective G8 economic power
represents a diminishing share of the global percentage. In areas such as
global finance or climate change, it is argued that the G8 cannot lead or
manage such critical global governance issues. Yet the chapters in this vol-
ume reveal a broad and apparently continuing ambivalence by G8 mem-
bers, and also among the O3, when it comes to taking the steps to a new
organization of equals at the summit level.

Summit-level leadership is the key element of reform. But reform has
occurred elsewhere. An evident example is the G20 finance ministers. In the
wake of the 1997—99 Asian financial crisis, according to Kirton in Chapter 3,
it was created “to prevent financial, economic, and related crises, and to
institute the social protections that would make globalization work for all.”
Kirton examines favourably the growing competence of the G20 and chron-
icles the widening scope of its agenda. Here is an enlarged organization of
the developed and the outreach countries (plus others) that appears to
extend effective global governance. But it operates only at the level of finance
ministers.

Doubts abound at the summitry level. Notwithstanding the clear process
path of the HP, following the final report at the 2009 Italian summit, there
may be no momentum to take the G8 to the G13. The explanation and con-
sequences may vary. The G8 may perceive the enhanced engagement through
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the structured dialogue of the HP useful but may be satisfied with dialogue
at the four so-called tables (focusing on innovation and intellectual prop-
erty, energy efficiency, investment, and development); the G8 may be unwill-
ing to raise the dialogue to the leaders’ level. At the leaders’ table, the pull of
creative discussion and informality and the relatively small crowd may sim-
ply have too strong a hold on the current G8 leadership. G8 leaders may be
too wedded to the notion that each annual host retain relative independence
to shape the discussion and the guest list in his or her way for each partic-
ular summit. Such shaping could result in different outreach participants for
different subject areas, although a core outreach group—say, China and
India and possibly Brazil—could be on the annual outreach list. Such a
result would depend heavily on the outreach countries and their willing-
ness to accept the continuing discretion of the G8 leaders and their inabil-
ity to fashion the summit agenda as equals.

While the G8 members may remain unchanged, with or without the
HP’s structured dialogue, it is unlikely that great power organization will
remain static. The lack of G8 reform in the near term may at least prove a
fillip to the outreach countries—whether Os, BRICs, or B(R)ICSAM, or
some other configuration—and encourage them to establish their own lead-
ers’ forum. Signs of exasperation are slowing emerging. On the sidelines of
the 2008 Hokkaido Toyako Summit, the Os leaders held a preparatory ses-
sion in Sapporo, culminating in a joint declaration. In it, the leaders espoused
a consolidation of their bilateral relations towards collective collaboration
with the G8 and multilateral institutions (see G5 2008).

But enhanced engagement, the structured dialogue process of the HP, and
the prospect of failure to reform the summit, may lead in other directions.
The example of the HP structured dialogue could well encourage critical
but functionally specific forums in other areas of global governance. Thus,
apart from the UN climate change process, great power organization may
become permanent—in this case, the 16 countries that produce 8o percent
of the world’s carbon dioxide emissions and make up the MEM. The MEM
leaders’ meeting may or may not become attached to the annual G8 sum-
mit, but it may crystallize into a significant climate change forum.

Incrementalism

Given that the G8 has a history of incremental reform, is it possible that
such an incremental process may remain vibrant enough to integrate mem-
bers of the outreach countries into the summit process? The evident candi-
date for such incremental G8 enlargement is China. Yet, as Chin points out
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in Chapter 4, the Chinese leadership would be unlikely to proceed if the
invitation were extended. As he notes, Chinese experts believe that China’s
presence would be outmatched by the other G8 members if China were to
accede to enlargement by itself. If more than one O5 member were to accede,
then it is possible that a larger group—China, India, and Brazil—might be
the evident reform step. In the historical path of slow G8 reform the lead-
ers’ summit might integrate outreach countries.

Two problems arise however. There is hesitation over China’s inclusion
as China fails to possess the democratic character presumed a necessary fea-
ture of the G8. Yet the Russian case, notwithstanding calls from U.S. presi-
dential candidate John McCain to uninvite Russia, is unlikely to be welcomed
by other G8 governments. It is less difficult to envision a China as a mem-
ber of the G8 with Russia already there. The other difficulty posed by an
incremental reform path is that it intersects with the question of when new
members get the opportunity to host a summit—a seemingly cherished
opportunity for governments. If there is no willingness to stand aside, then
the G8 seem to remain in place and questions of the equality of all members
will immediately arise.

Big Bang

Another path would consist of a significant reform of the G8. Obviously,
one form of reform would use the HP to transform the G8 into a new G13
at the conclusion or near conclusion of the process, much the way the big
bang theory posits the universe is an expansion from a much smaller singu-
larity. Or such a reform process might return to an earlier proposal of the
L20 promoted by Paul Martin. Such an enlarged G8 group appears to have
some continuing attraction in some G8 quarters. But again the administra-
tive and process questions pose obstacles that are not easily overcome: the
summit hosting order, the difficulties of maintaining informality in the
summit meetings, and the problems in maintaining an agenda focus that is
acceptable to the G8 and yet includes the more developmental concerns of
the Os. If the G8 agenda is maintained, the O5 countries are likely to become
frustrated, and if the agenda is reshaped, the G8 may decide to reform itself
although may not necessarily abandon the new G13 or G13 plus.

Each pathway is possible but each poses obstacles and opportunities.
There is no certainty over the likely outcome of the HP, but given the con-
temporary context of global governance and the attitudes, motivation, and
behaviour of the G8 and the Os, as revealed in this volume, the following are
more probable than less:
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the HP is unlikely to lead to a G13 outcome any time soon;

such a failure of reform in the short term may well encourage the BRICs
or B(R)ICSAM or Os to consider or establish a new global governance
organization and possibly a summit of their own;

enhanced engagement via structured dialogue may well be maintained
and even enlarged and deepened with a more permanent linkage between
the functional sections (at least the HP’s four) and the summit meet-
ings; and

while there will likely be no big bang, it is possible—even likely—that the
G8 will take steps to integrate as equals the big three of the O5 coun-
tries: China, India, and Brazil.

Reform will come but what it will look like remains unclear. Still the HP

is likely to be seen at least as an impetus along the road to better great power
global governance.

Notes

1

See Chapter 2. The B(R)ICSAM research project at the Centre for International Gov-
ernance Innovation is a multi-year study of major emerging economies and the var-
ious pathways by which these countries have integrated into the world economy. As
Russia is already a member of the G8, its role and position in the B(R)ICSAM group-
ing is limited in this context.

Within the G8 framework, there is precedence for regional representation. The pres-
ident of the European Union (a rotating position) and the president of the European
Commission attend the summit, while the EU ministers participate in all Gy and
G8 ministerial meetings. By comparison, however, ASEAN has much less central
institutionalism.

Hurrell (2006, 19) raises this question in the context of Brazil and India, suggesting
that they are “in a different category” of emerging economies. “On the one hand, they
can be seen—and like to see themselves—as potential major powers, both within their
regions and more generally. But on the other hand, they have identified themselves
more specifically as developing countries and have understood their foreign policy
options through the prism of North—South relations. This has been a persistent
theme in the case of India; in the case of Brazil it has been a more ambiguous one,
but one that is clearly in the ascendant under the present government. But is the
language of Third Worldism and southern solidarity simply a hangover from the
past?”
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