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Global shifts caused by the rise of anchor countries

Abstract: Recently a group of large developing countries started to emerge as important drivers
of regional, and in some cases even global, change. “Anchor countries” are the largest economies
of their respective home regions. Their rise implies a power shift in different spheres of economy
and politics and brings about new patterns in the organization of global space. We analyse this shift
with regard to the global economic order and to global security policy. Furthermore, we explore
how the enhanced economic and military relevance of anchor countries is reflected in global go-

vernance institutions.

Anchor countries — a new concept to
capture the regional and global role of
“emerging economies”

During the last centuries, global economic and
political power has been concentrated in the
West. Industrialization and trade enabled Euro-
pean nations to accumulate capital in an un-
precedented way and constitute themselves as
truly global hegemonic powers. Subsequently,
the rise of the United States of America chal-
lenged European supremacy and the US estab-
lished themselves as the largest and most inno-
vative economy and new political as well as
military hegemon. The world economic and
political order became dominated by the
transatlantic West. Only after the Second
World War, Japan emerged as a third driving
force of the world economy. During most of
the post-war period, global economic power
was thus heavily concentrated in the Triad re-
gion consisting of North America, Europe and
Japan (OHMAE 1985). Almost all multinational
corporations were based in the Triad, and al-
most the totality of technological innovations
emerged here. The G7 (now G8, after the in-
clusion of Russia) was the largely undisputed
club of the economically powerful nations. Af-
ter the Second World War the Soviet Union al-
so emerged as a military contender of the US,
but the inefficiency of its economic system and
collapse in the late 1980s and early 1990s halt-

ed its economic ascendance. Following the
break-up of the Soviet Union, the USA
emerged as the only superpower in global gov-
ernance, especially due to its military suprema-
cy, whereas economic power remained concen-
trated in the Triad.

Patterns of global economic geography strong-
ly reflected this structure. Global maps of pro-
duction, distribution of knowledge assets (e.g.
global top universities, patents, leading multi-
nationals), trade and finance flows, labour pro-
ductivity, per capita income, energy consump-
tion and many other topics related to economic
development all revealed similar patterns of
Triad dominance. Concentration of economic
power was mirrored in political influence, e.g.
representation in key institutions of global go-
vernance, such as the Bretton Woods institu-
tions and the UN Security Council.

This situation is now changing fundamentally.
A new group of countries from the “South” is
emerging, with huge implications for the global
economy and international politics. Using the
terminology proposed by Stamm (2004) we call
them “anchor countries”. Anchor countries
comprise the largest economies of each of the
developing regions as defined by the World
Bank plus those secondary economies that ac-
count for at least 20 % of the remaining re-
gional GDP - or, to put it more simply, the
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largest economies of the non-Triad regions. 15
countries are classified as anchor countries: Ar-
gentina, Brazil, China, Egypt, India, Indonesia,
Iran, Mexico, Nigeria, Pakistan, Russia, Saudi-
Arabia, South Africa, Thailand, and Turkey.!

Emerging economies from the “South” are
commonly termed “threshold countries”
(Schwellenlidnder) or “Newly Industrializing
Countries”. None of these terms however is ap-
propriate to capture the increasing role of these
countries with regard to global economic and
political power shifts that the anchor country
concept describes. With regard to “threshold
countries”, STAMM (2004) rightly points out
that the group of countries which are “at the
threshold” to achieve a typical OECD profile
with regard to human development, economic
competitiveness, governance and environmen-
tal performance barely overlaps with the an-
chor country group. In fact, five out of 15 an-
chor countries are classified as lower-middle-
income (Egypt, Indonesia, China, Thailand and
Iran) and three even as low-income countries
(Nigeria, Pakistan and India). Their high ag-
gregate GDP is only due to their huge popula-

Fig. 1: Anchor and threshold countries

tion size. If we take the Human Development
Index as a more comprehensive measure of de-
velopment, only four of the 15 anchor coun-
tries rank among the first 70 countries. Ac-
cording to Stamm’s definition, only two anchor
countries — Brazil and Mexico — can also be
considered to be “at the development thresh-
old” (see Fig. 1). The other fairly advanced
countries tend to be relatively small, with little
weight in the regional or world economy.

The anchor country concept highlights eco-
nomic weight in regional and global terms, re-
gardless of the countries’ level of development.
The anchor countries’ relative size in the re-
gional economy tends to generate strong eco-
nomic and political spillovers into the respec-
tive regions and also goes along with a signifi-
cant regional — sometimes also global —
political role.2 The anchor country concept
thus emphasizes the fact that a number of de-
veloping countries are becoming strong re-
gional drivers and in some cases even gain sig-
nificant influence on global affairs. We assume
that this gain of influence is causing a global
power shift.
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Anchor countries

Countries with the largest GDP of a given
region, and those countries with =20 % of
the remaining GDP of that region*

Threshold countries

Countries which are both amongst the rank
1-70 in the Human Development Index
(HDI) and amongst the upper one third of
the Competitiveness Index of the World
Economic Forum

Brazil and Mexico are both anchor countries
and threshold countries

* Regional country groups as defined by the World Bank

Source: own draft
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The current global power shift is unprecedent-
ed in history. Although the history of econom-
ic development has seen many cases of growth
and decline (e.g. LANDES 1998) the recent rise
of a group of new powers from the developing
world is unique due to a combination of two
factors: Extraordinarily high economic growth
(particularly in China and recently also in In-
dia) and enormous size in population and geo-
graphic terms. In 2007, China and India alone
accounted for 37.1 % of the global population
(Deutsche Stiftung Weltbevilkerung 2007).
Hence we are witnessing a marked increase of
per capita GDP income of several billion peo-
ple and, as a result, much increased consump-
tion, higher education, new consumption pat-
terns, increasing carbon emissions. The effects
on the rest of the world are much larger than
those of previous catch-up processes, e.g.
those of Ireland or South Korea. Analytically
we may distinguish three characteristics that
set anchor countries apart from smaller devel-
oping countries (see Fig. 2):

1. Significant country size effects. Anchor
countries are defined by the size of their
economies relative to their respective world
region — an indicator which strongly corre-
lates with large populations and territories.
As a consequence, internal developments in
these large countries contribute significantly
to the ability or inability to solve regional
and global problems. Whether the world
will, for example, be able to achieve the
Millennium Development Goals, e.g. to
halve poverty by the year 2015, strongly de-
pends on developments within the anchor
countries. In 2007, China and India alone
accounted for 47.2 % of the global poor,
and the 15 anchor countries together for
64.4 % (own calculation based on UNDP
2007). China shifted 77 million inhabitants
out of poverty between 2003 and 2007
(ibid.), thereby making a strong contribution
to global poverty reduction — in contrast to
Africa and Latin America which are, on the
whole, not on track to achieve their poverty
reduction targets (United Nations 2006).
Likewise, successful biodiversity protection
depends to a large extent on the national
policies adopted in ecologically highly di-
verse and species-rich anchor countries like
Brazil and Indonesia.

2. Considerable spillover effects beyond the
countries’ boundaries. Any action that is ta-

ken in a given country somehow effects
other countries. If countries increase their
greenhouse gas emissions they contribute to
global warming; if they succeed in fighting
infectious diseases within their boundaries,
they automatically reduce the risks for other
countries; if they invest in military expendi-
ture, other countries may feel the need to ad-
apt their own expenditure to counterbalance
the increase of their neighbour’s material
power basis. Spillovers from anchor coun-
tries — both positive and negative — tend to
be much larger than those emanating from
small countries. China in particular impacts
strongly on the rest of the world, e.g. via its
supply of cheap manufactures that benefit
consumers worldwide and seriously threaten
competitors in other parts of the world; via
its demand for natural resources that drives
oil and other commodity prices up; via its
increasing carbon emissions; and via its for-
eign exchange reserves that are crucial to fi-
nance the US trade deficit and keep the
world economy afloat. Likewise, the finan-
cial crises that affect large parts of the deve-
loping world started off from anchor coun-
tries, in particular from Mexico in 1982 and
again 1994/95, and from Thailand and Indo-
nesia in 1997.

. Voice in global and/or regional governance.

Given their increasing share in the global
economy and their stronger regional role,
some of the most important anchor countries
have all stepped up their foreign policy ef-
forts and claim a stronger role in arenas and
institutions of global governance. At the
regional level, they are mostly the most
powerful agenda-setters in the relevant insti-
tutions. Brazil, Argentina and Mexico for
example occupy key roles in the Infer-
American Development Bank, the former
two also in the Organization of American
States. Brazil in particular is an important
antagonist of the US with regard to the en-
visaged Free Trade Area of the Americas,
where differences between both countries
have hampered the integration process
(ScHirM 2007, 7 ff.). Likewise, Nigeria is an
important factor in economic and political
processes in Sub-Saharan Africa, e.g. in the
Economic Community of West African States
(ECOWAS), the initiative New Partnership
for Africa’s Development, and in peace-
keeping missions. While most anchor coun-
tries can mainly be considered as regional
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leading powers, some claim more voice in
global governance. In addition to Russia,
which has already been accepted as a G8
member, five other anchor countries - Chi-
na, India, Brazil, Mexico and South Africa —
can be considered to have a significant voice
in global institutions. In 2007 these five
countries were invited to the G8 summit in
Heiligendamm as especially important part-
ners for dialogue, although not (yet) formal-
ly admitted to this “club”. The same coun-
tries are actively involved in a number of
other global institutions. In addition, all of
them have country size effects that affect not
only their own region but also global devel-
opments (see Fig. 2). Of course, China and
India stand out in this respect.

In the following we focus our analysis on the
five most influential anchor countries: Brazil,
China, India, Mexico and South Africa.3 A
number of global problems cannot be solved
without their political support (COOPER et al.
2006). Tab. 1 provides a synopsis of the rele-
vance of these anchor countries with regard to
some of the most important global problems
and shows how they contribute to, or in some

Fig. 2: Characteristics of anchor countries

cases hamper, global policy-making and the
work of global institutions that deal with these
problems. We have opted here for an illustra-
tive study of two policy fields where the mate-
rial power base is clearly shifting towards an-
chor countries, namely 1) the global economic
order and 2) global security policy. Further-
more, we explore how the increased “material
relevance” is mirrored in increasing claims to
power and greater influence in key arenas and
institutions of global governance.

The role of anchor countries as new
economic powerhouses

Anchor countries are among the most dynamic
economies of the world. As they are in most
cases at quite low levels of economic develop-
ment, economic reforms result in much higher
rates of economic growth. Since 2003 China,
India, Argentina, Nigeria, Pakistan, Russia,
and Turkey all grow at average rates higher
than 7 % per annum. Indonesia, Iran, Thailand
and Saudi Arabia are slightly less dynamic, but
still grow at rates above 5 % (World Bank
2007). According to projections, anchor coun-
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Tab. 1: Anchor countries (AC): their role in selected policy fields

Global policy AC'’s material share of

Global regimes and insti-

Examples of AC’s role

field global problems tutions to regulate these in regimes and global
problems institutions
Climate & Global warming by CO,- Climate regime of United ~AC — mainly Brazil, Chi-

Environment

Energy

Trade

Finances

Security

emissions:

China, Russia and India ac-
count for 27 % of global
CO,-emissions;

per capita consumption is
below the level of industria-
lized countries

Increasing energy insecurity
due to growing economies:
Growing economies of G5
consume one fifth (21.9 %)
of electricity worldwide.

Integration of developing
countries in world trade sys-
tem hampered due to dead-
lock of international trade
negotiations:

Brazil and India took lead-
ing role as speakers of the
developing countries which
challenged industrialized
countries in the still unfin-
ished “Doha Round” in
2003.

Risk of crises of internation-
al financial markets:

China has largest stocks of
foreign exchange worldwide
(1.3 billion US$), in large
parts invested in US state
bonds. India also accumu-
lates high reserves.

Weapons of mass destruction
(WMD):

AC dispose of more than 50
% of worldwide WMD;
thereof five of nuclear
bombs.

Nations, especially UN
Framework Convention
on Climate Change
(UNFCC)

United Nations Environ-
ment Programme (UNEP)

Inter alia

International Energy
Agency (OECD);
Organization of the Petro-
leum Exporting Countries
(OPEC)

World Trade Organization
(WTO)

International Monetary
Fund (IMF)
G8

Nuclear Non-Proliferation
Treaty of 1970 (NNPT)
International Atomic En-
ergy Agency (IAEA)

na & India as “speakers”
of the “South”- ascribe
main responsibility for cli-
mate change to industrial-
ized countries due to their
high per capita consump-
tion and underline ACs’
right to industrialize.

AC adopt more active
foreign energy policies
and redefine policies in
function of their energy
import requirements. Bi-
lateral arrangements pre-
vail. Risk of geopolitical
conflicts arising from
competition for resources.

AC oppose the industrial-
ized countries” (IC) claim
for further liberalization
of imports of goods and
services from IC to the
developing world. In turn,
developing countries de-
mand that IC should open
their market for agricul-
tural and textile goods
from developing coun-
tries.

China increasingly power-
ful in international eco-
nomics due to interdepen-
dence with US market.
International financial re-
gulation through IMF is
limited because China
challenges the IMF which
it does not consider repre-
sentative due to outdated
quota system.

Partial non-compliance
of AC such as India,
Pakistan; maybe also Iran.

Source: own compilation
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tries will continue to grow at above-average
rates, so that their share in global production
will increase significantly, e.g. “India’s econo-
my could be larger than Japan’s by 2032, and
China’s larger than the US by 2041.” (WILSON/
PURUSHOTHAMAN 2003, 4). By 2050, none of
the European economies would be among the
six largest economies of the world (ibid.).

Economic spillovers from increased trade and
investment

Given the relatively large size of their
economies compared to their respective world
regions, economic development trends in an-
chor countries impact significantly on the
global economy, and on neighbouring coun-
tries within their regions in particular. The re-
cent extraordinary growth of some of the
largest economies — particularly China, India
and Russia, but to a lesser extent also Argenti-
na, Nigeria, Pakistan, Russia, Thailand,
Turkey, and others — has therefore much
stronger economic spillover effects than high
growth episodes in smaller countries would
have. Again, China has by far the strongest im-
pact, not only due to its country size and
unique long-term hyper-growth, but also be-
cause of its strong export orientation. China’s
economy accounted for only 2.9 % of global
GDP in 1978, increasing its share to 4.7 % in
2004 and, according to projections, will ac-
count for as much as 7.9 % by the year 2020.
China’s exports grew from 50 billion US$ in
1990 to more than 1,000 billion today (Gu/
HuMPHREY/ MESSNER 2008).

Economic spillovers from anchor countries re-
sult from expansion on the demand and on the
supply side. On the demand side, spending
power concentrates in anchor countries at a
dramatic pace. In a study on Brazil, Russia, In-
dia and China (the BRIC), WiLsoN/ Pu-
RUSHOTHAMAN / Fiotakis (2004, 2 ff.) calcu-
late that the number of middle class consumers
with an income over $3,000 should double
within three years in these economies. Within
a decade over 800 million people will have
crossed this threshold, while in 20 years there
could be about 200 million people in these
economies with incomes above $15,000. Nev-
er in history has such an increase been ob-
served in terms of gross addition of numbers to
the ranks of the consuming class. This will re-
sult in greatly increased demand, e.g. for con-
sumer goods. China is projected to become the
world’s largest car market within 20 years, and

India will become the second largest 15 years
later. Global companies therefore increasingly
reorient their strategies away from the (rela-
tively) declining old industrialized countries to
those of the dynamic anchor countries. This is
reflected in increasing trade with, and in-
creased foreign direct investment (FDI) in an-
chor countries, e.g. in 2005 213,5 billion US $,
which are 22 % of the world total.

Demand also increases for energy and mineral
resources. This is particularly relevant for re-
source-rich developing countries. In fact, the
strong increase in imports — China’s energy de-
mand is expected to double by 2015, and India’s
to increase by 50 % (KAPLINSKY/ MESSNER
2008) — has already driven up global commodi-
ty prices, which in turn resulted in stronger eco-
nomic growth in the developing world. Both
Africa and Latin America have, in the last four
years, achieved significantly higher economic
growth than ever since the 1970s. Natural re-
source exporters have benefited the most.

On the supply side, consumers in the rest of the
world benefit from cheaper imports, e.g. of
textiles from China. Similarly, multinational
corporations can source inputs at lower costs —
e.g. [T-services from India — and thereby in-
crease their competitiveness. At the same time,
increasing exports from China and other low-
cost large-scale producers greatly increase
competition for established producers, both at
home and in third markets. This is a serious
challenge for industries that compete directly
with products from anchor countries, from
small-scale footwear producers in Honduras to
electronics manufacturers in Hungary and soft-
ware developers in Germany.

Adding to these trade effects, companies from
anchor countries increasingly invest abroad.
This is a rather new phenomenon. In 2005 the
15 anchor countries had invested 373,5 billion
USS$ abroad, compared to a modest 118.1 bil-
lion in 1995. Russia, Brazil, China, South
Africa, Mexico and Argentina all had foreign
direct investments above 20 billion US$. In
2007, according to Fortune Global 500, 40 of
the 500 largest companies of the world were
based in China, India, Brazil and Mexico
(http://stats.unctad.org/FDI/, 9.1.2008; http://
money.cnn.com/magazines/fortune/glob-
al500/2007/countries/US.htm, 9.1.2008). In-
vestments in oil and gas played an important
role, but the sectoral composition of outward
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FDI also reveals the growing competitiveness
of multinational corporations from developing
countries in manufacturing and service indus-
tries. For example, Brazil’s Embraer is today
the world leader for regional jets; China’s
Johnson Electric is the world’s largest produc-
er of small electric motors; Bharat Forge from
India is the second biggest forging company;
China International Marine Containers Group
accounts for 50 % of the marine container
market; Mexican Cemex is among the largest
cement producers (Boston Consulting Group
2006, 5).

The economic spillovers have a strongly dif-
ferentiating impact on other countries, e.g. de-
pending on whether the latter are mainly com-
petitors or suppliers of complementary goods.
In addition, they enhance structural change
within other countries. European producers for
example are increasingly forced to abandon
knowledge-extensive consumer goods and
shift towards more innovative products that
cannot yet be supplied by anchor countries.
Developing countries have an incentive to shift
from manufacturing, where competition be-
comes more fierce, to export production of raw
materials. The geographic implications of such
shifts within and between countries are un-
precedented in recent history and not yet well
researched.

Industrial upgrading and its challenges for
OECD countries

From the perspective of the early industrializ-
ers of the Triad, the rise of anchor countries
creates a strong challenge to step up their ef-
forts in science, technology and innovation.
Some of the anchor countries, particularly
Brazil and China, have made some progress in
shifting from standardized manufacturing and
outsourced low-cost activities to building
knowledge-based competitive advantages (AL-
TENBURG/ SCHMITZ/ STAMM 2008). This is par-
ticularly true for China, which increased its
share of high-technology exports in total ex-
ports from 7.9 to 29.9 % between 1996 and
2005 (OECD 2007,14). China is now spending
1.3 % of its GDP on research and develop-
ment (R&D), having doubled this percentage
in less than 10 years. In absolute terms, China
is already one of the biggest spenders of R&D
worldwide, and spending increases much
faster than in the EU (ibid. 23). The number of
researchers is at the same level as that of the
EU 25 and second only to that of the United

States (HUANG/SOETE 2007, 9). Also in India,
350,000 engineering graduates are released to
the labour market each year (Bounp 2007, 9).
In response to this, Western multinational cor-
porations increasingly shift knowledge-based
operations to China and India, where they es-
tablished about 750, respectively 100, R&D
centres within a few years (UNCTAD 2005).
At the same time, companies from anchor
countries are increasingly going global, in
many cases acquiring Western companies with
their technological expertise and patent rights,
and establishing their own global brands,
thereby challenging companies in the EU (Eu-
ropean Commission 2004, 272).

Despite their rapid progress, thus far only few
anchor country firms or clusters of firms are
seriously challenging knowledge-based com-
petitive advantages of the old industrialized
nations. However, they do already create pres-
sure to intensify innovation efforts in order to
upgrade into high-technology fields that are
sheltered from price-based competition from
the emerging economies. Furthermore, multi-
national corporations purchase more knowl-
edge-based inputs from anchor countries,
thereby developing new spatial patterns of val-
ue chain organization.

The role of anchor countries
as security players

In a similar way, anchor countries are increas-
ingly important players in international securi-
ty politics. They have been increasing their ma-
terial basis of military action since 1990; i.e.
their military expenditure has been increasing
in line with their economic growth (see Tab. 2).
In some cases this material increase goes along
with a more active political engagement in in-
ternational security politics. Against this back-
ground four global trends can be identified:

1. More than 50 % of existing weapons of
mass destruction (WMD) are located in an-
chor countries, including nuclear arms. By
further increasing their stocks of WMD they
are contributing to further endanger world
peace. This applies especially to anchor
countries of South Asia (India, Pakistan)
and the Wider Middle East.

2. Small arms are a major global problem,
which is also caused by anchor countries.
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They are significant holders as well as pro-
ducers of small arms on the global range, es-
pecially in Latin America and Africa.

3. Anchor countries also help to maintain
world peace. On the one hand they have an
exceptional share of contributions to UN
peacekeeping. It is remarkable that India
and Pakistan endanger a whole region by
their nuclear arms race, while being the
largest personnel contributors to UN peace-
keeping. On the other hand anchor countries
are engaged in regional security integration,
e.g. South Africa and Nigeria contribute rel-
evantly to the African security architecture,
whereas Thailand and Indonesia are key
players in ASEAN’s security related inte-
gration (HILPERT/WILL 2005, 18 f.; SHELTON
2006, 134).

4. China stands out as a security player be-
cause its exponential increase of military ex-
penditure and its foreign policy change un-
settle traditional structures of international
security policy.

Military Expenditure
Anchor countries’ relevance in global security
politics is reflected in their sizeable share of

global military spending, which amounts to
16.8 %. Given the fact that the USA covers
nearly half of the military expenditure world-
wide (45.7 %), the 15 anchor countries spend
one third of the remaining 54.3 % share of
global military expenditure, which is spent by
191 states. China, Russia, Saudi Arabia and In-
dia are part of the ten, Brazil of the 15 largest
military spenders (SIPRI 2007, App. 8A).4
Within the country group especially Iran and
Saudi Arabia have increased their military
budget substantially since 1990 (see Tab. 2), at
the same time the share of military spending of
their respective national GDP decreased. South
Africa constitutes an exception because it re-
duced its military spending during the period
of post-Apartheid (1994).

When it comes to military expenditure, China
again trumps the other anchor countries. Al-
though China has always been one of the ma-
jor military powers in world politics, it recent-
ly goes ahead by overtaking the former world
power Russia, which has had the second
largest military budget until 1998. The Asian
dragon has more than doubled its military
spending between 2000 and 2006. This in-
crease of military financing is accompanied by
a geopolitical reorganization of China’s

Tab. 2: Anchor countries — military expenditure (in Mio. $US)

1990 1995 2003 2006
China 13,200 15,000 36,600 49,500
Russia *171,000 *21,700 *25,100 *34,700
Saudi Arabia 18,112 13,090 18,944 29,032
India 12,036 12,550 18,664 23,933
Brazil *9,964 *11,882 11,979 *13,446
Turkey 9,770 11,732 11,851 11,291
Iran 1,873 2,351 7,013 9,849
Indonesia *2.,135 *2,613 3,319 *3,695
Pakistan 3,054 3,435 4,138 4,572
Mexico *1,972 2,901 3,336 3,136
South Africa 5,209 3,320 3,338 3,610
Egypt 2,359 2,171 2,816 2,710
Thailand 2,484 3,240 2,077 2,045
Argentine *1,832 2,273 1,748 *1,847
Nigeria 432 389 784 724
USA 457,648 357,382 440,813 528,692
Global 1,136,000 855,000 1,016,000 1,158,000
Global share 22.5 12.7 14.9 16.8

* = SIPRI estimate

I Decline of the anchor countries” total share of global military spending has its origin in the strong decrease of

Russian military spending since 1990.

Source: SIPIRI Data online: http://www.sipri.org, 13.12.2007
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spheres of influence, particularly on the Asian
continent. For one thing, China is financing a
deep-water port at Gwadar in Pakistan and
tries to cooperate with the Burmese military
junta to build another port on the Bay of Ben-
gal (KApLAN 2007). This military growth and
reorganisation of geopolitics is widely per-
ceived as a contradiction to China’s stated goal
of a “peaceful rise” in global politics. Espe-
cially the “only superpower” USA perceives
its role as military world leader challenged
(LEGRO 2007, 515). But for the time being Chi-
na is still far from reaching Washington’s para-
mount position in worldwide military expendi-
ture and capacities as China’s military budget
is still eleven times lower than that of the USA
(SIPRI 2007). The current challenge lies in the
combination of China’s exponentially increas-
ing material potential and its recent willing-
ness to take a more active role in global gover-
nance on the one hand, and the internationally
perceived uncertainty of political intentions in
Chinese foreign policy making on the other
hand (LEGRO 2007).

Weapons of mass destruction and small arms
More than half of the anchor countries dispose
of biological, chemical or nuclear weapons,
which means between 26,7 % (ballistic mis-
siles) and 66,7 % (biological weapons) of all
states in possession of WMD (ibid.).

In the group of anchor countries South Asian
and the Middle Eastern states stand out with
regard to WMD, especially nuclear weapons
(see Tab. 3). China and Russia possess nuclear
weapons as declared by the Nuclear Non-Pro-
liferation Treaty (NNPT) of 1970 (both belong
to the five “nuclear weapons states” as de-
clared by this treaty). Two others, India and
Pakistan, are nuclear powers without being
members of the NNPT regime (Israel counts as
another nuclear weapon state, not engaged in
the NNPT regime). After 1998, when India
conducted first nuclear tests, it has been con-
tinuously increasing its arsenal of WMD, in-
cluding nuclear weapons (MULLER/RAUCH
2007). India defends this nuclear strategy by
referring to its neighbouring nuclear powers,
China and especially Pakistan. The latter al-
ready has gone to war with India three times
over the question of the border region Kashmir
(1947-49; 1965; 1971). This continuing hostil-
ity has lead to a nuclear arms race between In-
dia and Pakistan. Since both countries did not
agree to subordinate their armament to the

NNPT, Indo-Pakistani relations endanger the
whole region and hinder international nuclear
control. Uncritical US support to both coun-
tries aggravates this situation. Moreover, Pak-
istan has widely delivered technological
knowledge on the construction of nuclear
weapons to Libya, Iran and North Korea. Since
controls are lacking, it cannot be excluded, that
terrorists get access to knowledge and material
for constructing nuclear bombs (BUNN/WIER
2000). In respect of India’s other traditional re-
gional rival China, it has explicitly let off its
rhetoric that China constitutes a major threat to
India’s security. Although Indian-Sino (trade)
relations are improving since Chinese presi-
dent Hu Jintao visited Delhi in November
2006 — the first visit of a head of state in one
decade — there are still major discrepancies be-
tween both nations. China disapproves India’s
constant military modernization, e.g. India
launched a major naval build-up in recent
years, also acquiring key naval platforms from
Russia, an ally of China. Furthermore, both
countries are the first and second largest im-
porters of conventional weapons from 2002-
2006; China with 13 % of world imports, fol-
lowed by India (9.5 %). 5

Anchor countries of the fragile Wider Middle
East stand out because of their above-average
stock of WMD: Egypt, Iran, Turkey and Saudi
Arabia have gained the ability to make use of
WMD (Tab. 3).6 One of these countries differs
from this group due to its global role in nuclear
politics: Iran has long been suspected to main-
tain a nuclear research program in order to de-
velop an atomic bomb (North Korea is also
suspected to develop nuclear weapons). Al-
though this suspicion was disproved in De-
cember 2007, Irans credibility in international
politics is still at stake. Iran is more and more
turning out as a power capable to polarize
world politics due to its ideological conflict
with the USA, whereas Russia is one of its
supporters. In short, Iran’s capability to influ-
ence global power constellations is extraordi-
narily high (VAKAL 2005).

Compared to Asia and the Middle East, WMD
are no particular issue in Sub-Sahara Africa.
Actually, South Africa makes now use of its
non-permanent seat in the UN-Security Coun-
cil (2007-2008) to promote non-proliferation
by stressing the African Nuclear-Weapon-
Free-Zone Treaty (Treaty of Pelindaba; STOTT
2007, 1). Notwithstanding this exemplary ini-



T. Altenburg/J. Leininger: Global shifts caused by the rise of anchor countries 13

tiative for disarmament, South Africa remains
one of the largest exporters of small firearms,
supporting some of the most lasting conflicts
such as Colombia, Israel, and Pakistan
(CouLp/Lam 2004, 144).

Since Argentina and Brazil had abandoned
their plans to further develop their nuclear re-
search programs in the 1990s, neither nuclear
weapons, nor other WMD imply major securi-
ty issues in Latin America. But this fact should
not belie the problem of small firearms: Brazil,
Mexico and Argentina have a considerable
share in proliferation of small firearms due to
their high demand of these weapons. Except
Egypt, Indonesia, Nigeria and Russia all other
anchor countries also can be found in the group
of 30 largest holdings of small arms (Small
Arms Survey 2007, 47).

Engagement in UN peacekeeping

Military resources may not only be used to en-
danger, but also to protect world peace by con-
tributing to UN peacekeeping missions. In line
with their increasing role in global politics, an-
chor countries greatly augmented their contri-
bution to UN peacekeeping missions, allocat-
ing 34.5 % of the whole personnel in 2007
(Tab. 3). South Asia stands out when it comes
to support UN peacekeeping. Pakistan, Bang-
ladesh and India are the three largest personnel
contributors to UN peacekeeping missions.
Whereas these countries “traditionally” con-
tribute, Indonesia has only recently intensified
its global engagement for peacekeeping. While
India’s and Pakistan’s personnel contributions
are commensurate with the growth rates of
their respective military expenditure over time,
Indonesia excels: The increase of personnel
contribution exceeded by far the growth of its

Tab. 3: Anchor countries’ personnel contributions to UN peacekeeping (PKO)* and nuclear

weapons
UN peacekeeping Nuclear weapons 2

Country Total 20021 Total 2007 1

Pakistan 4,763 10,629 Did not sign NNPT3

India 3,013 9,352 Did not sign NNPT

Nigeria 3,411 2,486 —

China 139 1,811 Signed NNPT and
official nuclear weapon state?

Brazil 101 1,280 —

South Africa 157 1,210 —

Indonesia 51 1,075 —

Egypt 175 984 —

Turkey 176 944 —

Argentina 653 897 —

Russia 374 291 Signed NNPT and is official
nuclear weapon state

Thailand 434 59 —

Iran - 3 Signed NNPT, but maintains re--
search program on nuclear weapons

Total 13,447 28,780

Grand Totall in PKO 44,359 83,445

Global share in % 30,3 34,5

* Personnel contributions are taken apart from financial contributions. In the latter case, China is the only anchor
country, which is part of the ten top providers (it is ranked on position seven).

I “Total” includes all personnel contributions, that is police, military observers and troops; ‘Grand total’ refers to the
sum of all personnel contributions (91 UN members in 2002 and respectively 114 in 2007).

Argentina, Brazil, and South Africa have abstained from further developing nuclear weapons in the 1990ies.

The Nuclear Non-proliferation Treaty of 1970 (NNPT) divides its members into nuclear powers (in total five
countries: USA, Russia, France, China, Great Britain) and non-nuclear powers. The latter are allowed to maintain
nuclear resources, but for civilian use only.
Source: own compilation of UN peacekeeping (www.un.org/Depts/dpko, 13.12.2007) and NEUNECK 2007
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military expenditure. While military spending
increased by the factor 1.6 to 1,075 mio. $US
(2000-2006), personnel contributions grew by
the factor of 20 in the same period.”

Also the Chinese personnel contribution grew
13 times to 1,811mio. $US. In Africa, Nigeria
stands out as the ninth largest personnel con-
tributor to UN peacekeeping, even surpassing
France as the traditional European nation sup-
porting UN peacekeeping. Nigeria also sup-
ports sub-regional multilateral efforts to keep
peace in West Africa, e.g. the ECOWAS
Cease-fire Monitoring Group in Liberia (1990-
1999) and Sierra Leone (1997-2000)(ENGEL
2007, 15). Anchor countries of the Wider Mid-
dle East and the Maghreb underperform with
regard to their contribution to multilateral en-
gagement in UN peacekeeping missions. Iran
and Saudi Arabia almost completely abstain
from personnel contributions to UN peace-
keeping; Egypt and Turkey have emphasized
their responsibility with regard to multilateral
engagement for world peace by quintupling
their personnel contributions.

Anchor countries — a challenge for
global governance

Anchor countries are steadily and in some cas-
es even exponentially increasing their material
power resources — a fact proven in the analysis
of their economies and security policies
beforehand. In theory such significant increas-
es of economic and military resources of nation

states are accompanied by a behavioural
change in international relations. An assump-
tion that also fits anchor countries (GU/MESS-
NER/HUMPHREY 2007). Anchor countries more
and more aim at recognition of their increasing
resources of power by taking more active roles
in global governance (WILSON/PURUSHO
THAMAN 2003; HARRIS 2005). Consequentially,
they are building new coalitions with other
states in order to increase their bargaining pow-
er within or beyond established international
institutions. Thus, anchor countries challenge
institutions of global governance. In turn, this
influence mostly entails the need to reform in-
ternational institutions and sometimes fosters
the creation of new ones. Moreover, it may
cause a decline of international institution’s rel-
evance in global politics (Fig. 3). In the follow-
ing, attention will be exemplarily drawn to re-
cent developments of new coalitions between
and initiated by anchor countries as well as
their impact on international institutions in
global economic and security governance.

Shifts of economic spaces: New coalitions,
global and regional institutions

Global economic and financial governance has
so far been dominated by a northern “club of
the few”, G7, respectively G8, the internation-
al financial institutions (IMF, World Bank) and
WTO.8 In the 1970s G6 was established to fa-
cilitate dialogue on economic cooperation. At
that time first six, than seven states were con-
sidered to be the major global economic play-
ers — Canada, France, Germany, Great Britain,
Italy, Japan, and USA. In the 1990s it evolved

Fig. 3: New coalitions of power and their effect on global governance institutions

New Coalitions
Within inter-
Functions national insti-
- Identification of > tutions
common interests
in order to
strengthen bargain- .
ing power Beyoqd in-
- Establishment of [ ] _terrl_atlc?nal
lasting cooperation nstitutions
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international institutions

Challenge Reform: Adaptation of
for global . . N

o | international institutions
governance P
institutions

Creation of new interna-
tional institutions

Source: own compilation
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to G8, being enlarged by Russia. Since its time
of creation G7 has evolved effectively to a cru-
cial forum for international agenda-setting and
decision-making on global economic and late-
ly also on more general issues (GSTOHL 2007,
32 ff.; LESAGE 2007, 113; on the history of cre-
ation of G7/8 see GSTOHL 2007). But during
the last years critics have claimed that G8 lacks
to represent emerging economic powers and
developing countries. Against this background
a renovation of North-South relations turned
up: First, in 1999 G8 reacted to the financial
crisis in Asia, Russia and Brazil by inviting
twelve Southern and Northern nations of sys-
temic importance for the financial system to
build G20 (finance). Nine out of ten Southern
states of G20 (finance) are anchor countries. In
short, G20 (finance) came into being as an in-
formal forum to promote dialogue on financial
issues between South and North. Secondly,
economically emerging anchor countries also
question G8s legitimacy. Although convinced
of their legitimacy to decide upon issues of
global interest, G8 members somehow give
partial reason to its critics. In 2005 it started to
recognize the increasing economic power of
five non-G8 members, namely the G5 (Brazil,
China, India, Mexico, and South Africa) — for-
merly known as O5 = Outreach 5, taking the
enlargement-perspective of the G8. — by invit-
ing them to the annual G8 meetings on an in-
formal basis. Some members, e.g. Great
Britain, went even further and suggested that
G8 should be enlarged to G13 (LESAGE 2007,
114). In 2007 Germany’s G8 presidency fo-
cused on improving the cooperation with an-
chor countries. As a result G8 and G5 estab-
lished the “Heiligendamm process” in order to
embark on results-oriented dialogue on four
global issues: innovation, investment, develop-
ment in Africa, science and technology (GNATH
2007, 38). In autumn 2007 the “Heiligendamm
process” was institutionalized at headquarters
of the Organisation of Economic Cooperation
and Development (OECD).

Emerging economies have not only led to a
change of North-South relations, but also to a
renovation of South-South constellations. In Au-
gust 2003 another G209 was formed in order to
create a block of developing countries in inter-
national trade negotiations of the Doha Round in
Cancun, Mexico (see Tab. 1). Then, developing
countries would not accept a draft proposal of
the EU and USA, which claimed lower tariffs on
industrial imports into developing countries,

while tariffs on agricultural imports from devel-
oping countries should be maintained. This pro-
posal catalyzed interests of diverging states such
as China, Guatemala and Pakistan. Hence,
Brazil initiated G20 and jointly with India, Chi-
na (“the Big Three”) and South Africa has taken
a leading role to hold this group together. Al-
though positions of singular states diversified
since then, the two opposing blocks persist.

Informal block building in economic areas in-
creased the anchor countries’ claim for a
stronger role in global economic governance
further and challenges global governance insti-
tutions. First of all some anchor countries are
calling for reform of international institutions.
For instance, the International Monetary
Fund’s (IMF) role as a central rule-making
global financial governance institution has
been declining due to its quota system of 1946.
Various initiatives already have been undertak-
en in order to reform the quota system. IMF
quotas influence votes and, thus, the organiza-
tional structure of the institution. European
states and the USA are still overrepresented in
the IMF executive board and have a factual ve-
to power. Anchor countries, especially China
and India, claim an adaptation of the quota sys-
tem to the current global financial reality. Since
only slight reforms have taken place, most eco-
nomically powerful anchor countries reject the
IMF s role as a forum for global financial gov-
ernance. The World Bank constitutes another
example of a declining international institution,
e.g. China outruns the World Bank with regard
to the extension of loans to African states and,
thus, undermines the World Bank’s influence as
a global economic governance institution.

New South-South coalitions and networks
emerge in global economic governance. First,
African-Asian ties have been formalized and
strengthened through the China-Africa Summit
of December 2006 and the New Africa-Asia
Strategic Partnership (NAASP). Whereas the
former was a high level meeting of African
heads of state with Chinese officials in Peking
in order to guarantee Chinese financial support
to African states (5 billion $US in 2007), the
latter is of normative nature. Inspired by the
Bandung Conference, NAASP aims at a more
prosperous and peaceful world. It serves as a
forum for Asian and African developing coun-
tries, whereas Indonesia takes a leading role.
NAASP also implements economic projects in
its participating countries.
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Second, the current example par excellence for
an emerging re-configuration of South-South
relations in global governance is the inter-re-
gional IBSA Forum Dialogue, which was creat-
ed in 2003 by India, Brazil and South Africa (for
a detailed analysis see CHEVALIER/ DRACHEN-
FELS/STAMM 2008): “[It can] be characterized
as both a strategic alliance for the pursuit of
common interests of developing countries in
global institutions but also as a platform for bi-,
trilateral and interregional South-South cooper-
ation.” (FLEMES 2007, 6). That is, IBSA mainly
functions as a forum for political coordination
amongst India, Brazil, and South Africa, aiming
at coalition-building in “the South” in order to
create common positions on global issues, par-
ticularly on trade, energy security and transport
as well as to strengthen cooperation between
these countries. In many ways this acclaimed
coalition signifies a formalization of existing bi-
and trilateral relations in trade and finance be-
tween India, Brazil, and South Africa. However,
an effective strategic partnership is still missing
(JouN DE Sousa 2007, 7).

Shifts of security spaces: New coalitions,
global and regional institutions

In global security policy one of the most
prominent examples with regard to adapting an
international institution to de facto power sta-
tus of anchor countries is the UN Security
Council. In 2005 five anchor countries —
Brazil, Egypt, India, Nigeria and South Africa
— actively promoted the reform of the Security
Council and claimed a permanent seat in this
central and exclusive UN organ, which still re-
flects “rusty” power structures from the end of
World War I (HELLMANN/ROOS 2007). India
and Brazil along with Germany and Japan rep-
resented the G4, which lobbied for UN Securi-
ty Council enlargement. All anchor countries
which aimed at a permanent seat failed due to
missing regional support. No world region
could agree on one or two “regional powers”,
which would represent regional matters in the
UN Security Council: India’s and Japan’s posi-
tions were opposed by China, which feared its
regional power status at stake. Germany was
objected by another European state, namely
Italy. Brazil met a very strong opposition of
two other anchor countries, Argentina and
Mexico. Insurmountable obstacles also ap-
peared, when it came to name one or two
African countries. All African anchor coun-
tries, Egypt, Nigeria and South Africa claimed
a permanent seat and would not — as G4 —

agree on other models of representation, e.g.
rotating, regional permanent seats (for an
overview on the reform process see MALONE
2007). In short, UN members could not agree
on reforming the UN Security Council in 2005.
Although, the whole process also has a posi-
tive implication: UN Security Council reform
brought the issue of power shifts in interna-
tional relations openly onto the agenda of
global politics, which initiated a public debate
on these shifts. This matter of fact is under-
lined by the anchor country’s attempts to foster
their global role through coalition building in
multilateral groups. For instance, Brazil’s, In-
dia’s and South Africa’s ministers of defence
agreed on a security agenda within the scope of
their IBSA Dialogue Forum in 2004.

On the regional level the creation of new struc-
tures and institutions for security cooperation
can be observed. Against this background one
outstanding example is the Shanghai Security
cooperation (SCO), which was the first inter-
national organization initiated by China in
2001 (Gu 2007, 372). In 2003 member states
(China, Russia, Kazakhstan, Kyrgyzstan,
Uzbekistan and Tajikistan) signed a treaty to
institutionalize SCO and thereby foster its
main objectives, that is structuring geopolitical
and security interests in Central Asia. Since
than this formal institutionalization was
backed by military and political activities of
members states, e.g. military field exercises of
all member states in August 2003 or the cre-
ation of the “SCO Regional Antiterrorism
Structure” in Tashkent. One of the major im-
pacts of SCO can be seen in its impact on Sino-
Russian relations, which are given new ground
and are qualitatively deepened (BAILES /
Dunay 2007, 2). Thus, up to now, SCO hin-
dered confrontation of China and Russia in
their common space of influence Central Asia.
SCO - just as any other regional cooperation —
fulfils national interests of its members. Espe-
cially China initiated SCO in order to achieve
national interests: Firstly, due to its exponen-
tial economic growth China is dependent on
oil imports. Initiating SCO constituted one
Chinese strategy to diversify its oil imports
(Gu 2007, 372). By winning Russia and Cen-
tral Asian partners to cooperate on security is-
sues, China intended to show its capacity to
“...build an international bloc independent of
the West and organized on non-Western princi-
ples” (BAILEs / DuNAay 2007, 13). Moreover
other states of the region have been attracted
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by SCO. Hence, diverse states as Iran, India,
Pakistan and Mongolia obtained observer sta-
tus.

Whereas African and Asian anchor countries
are actively pushing integration of regional se-
curity cooperation mechanisms, Latin Ameri-
can anchor countries Brazil, Argentina and
Mexico focus on unilateral security initiatives
due to a prevailing North-South divide in the
Americas. Particularly, Brazil — to some extent
also Argentina — focus on conflict resolution
through mediation in South American conflicts,
e.g. in the case of Paraguay and Venezuela
Brazil played an important role as a regional
mediator (SCHIRM 2007, 11). Moreover, as the
attempts to reform the UN Security have
shown, Brazil is strongly oriented to the global
space when it comes to security issues. On the
global level Brazil refers to its leading regional
role, although its claim for regional leadership
is opposed by Mexico and Argentina.

Outlook: Research challenges
for economic geography

The previous chapters have shown that the new
global power shift changes the principles and
processes of resource allocation worldwide, and
thus also the resulting spatial patterns of societal
organization. Thus it creates a wide array of
questions and challenges for economic geogra-
phy. Long established mind maps and concepts
need to be thrown overboard. Inherently geo-
graphic concepts, such as North-South relations,
or the Triad-concept, are losing analytical value.
Centre-periphery relationships need to be rede-
fined. The traditional pattern of global division
of labour, where industrialized countries are ex-
porting manufactured goods and bring in raw
materials has already changed. Manufactured
consumer goods now overwhelmingly come
from Asia. More recently, even technology-in-
tensive goods and services are being produced
on the basis of proprietary technology in anchor
countries and exported to the old industrialized
countries — e.g. aircrafts from Brazil and soft-
ware from India. More often, however, global
value chains under the coordination of Western
multinationals combine competitive advantages
of OECD and anchor countries, thereby enhanc-
ing global trade integration. Within such value
chains, corporations more and more often shift
R&D centres to China and India.

As patterns of value chain organization become
more complex, new regional production net-
works emerge, some of them at a large spatial
scale. For example, an emerging pan-Asian pro-
duction system combines advanced components
and capital goods from Japan, Korea and Singa-
pore with simple inputs coming from other
Asian economies; assembly takes place in Chi-
na, but is more and more often supported by lo-
cal R&D centres; and logistics services are lo-
cated in Singapore or Hongkong (UNCTAD 2006,
14). These new patterns challenge established
Western producers at all stages of the value
chain — not just the low-cost assembly opera-
tions. Furthermore, geographic location in rela-
tion to such production networks greatly influ-
ences the development opportunities of coun-
tries. The fact that Vietnam, for example, is
among the most rapidly growing economies of
the world — despite anachronistic forms of eco-
nomic governance by a communist party and a
considerable percentage of state-owned enter-
prises — can largely be attributed to its
favourable location amidst the worlds most
thriving economic region. Yet so far few geog-
raphers have studied the local, regional and
global implications of these emerging networks.

In a similar way, political and military power
blocs and alliances are changing. New regional
powers are challenging the USA as a the previ-
ously undisputed hegemon. New South-South
alliances emerge and new global institutions
are challenging the industrialized countries
dominance in institutions of global governance.
The analysis has also shown that economic, po-
litical and military power shifts are interdepen-
dent. For example, economic growth heightens
the importance of energy security, which in turn
determines the emerging countries’ foreign
policies, military alliances, and their stance
with regard to global institutions.

These interdependencies and the resulting glob-
al power shifts are increasingly attracting the at-
tention of researchers from economic and polit-
ical sciences. The rise of anchor countries how-
ever also opens up an extensive new research
agenda for economic geographers. For example,
further research is needed to explore the differ-
ential impact of the economic and political rise
of anchor countries, both in other developing
and in industrialized countries. Likewise, geog-
raphers may bring in new perspectives to ana-
lyze the interconnectedness of different spatial
scales, e.g. how local and national climate



18 Zeitschrift fiir Wirtschaftsgeographie

Heft 1/2008

change action correlates greenhouse gas emis-
sions and the political stance of anchor coun-
tries with regard to global climate governance.

Notes

1 Note that the concept of anchor countries is defined
dynamically, and the composition of the group may
vary accordingly. At the time of writing Saudi Arabia
stands on the classificatory threshold line between Up-
per Middle Income Countries and High Income Coun-
tries and may therefore graduate from the DAC list of
developing countries. Algeria joined the group be-
cause it passed the threshold value of 20 % of region-
al GDP.

2 Whereas the concept of anchor countries has a struc-
tural nature, other notions are functional in order to
operationalize specific phenomena as power hierar-
chies in international relations (e.g. middle power,
great power; COOPER 1997), regional leadership (e.g.
regional power, NOLTE 2006), the potential influence
of regional powers on global politics (e.g. intermedi-
ate state; HURRELL 2000) or conflict and cooperation
in international relations (KUGLER 2006).

3 Our research focus is on newly emerging powers from
the developing world. Russia is outside this research
focus due to its longer history as a military and politi-
cal superpower. The remaining “second level” anchor
countries are referred to wherever they are significant
to the particular policy field which is analysed.

4 Counting military expenditure in Power Purchase
Parity includes Iran, Pakistan and Turkey into to list of
the 15 largest spenders.

5 The list of the 10 largest exporters of major conven-
tional weapons is headed by the USA (30.2 %) and
Russia (28.9 %) (Stockholm Peace Research Institute
2007, 17).

6 Other states disposing of weapons of mass destruction
are the five members of the UN Security Council, Is-
rael, North Korea, Syria, South Korea, Libya, Albania
(NEUNECK 2007, 129)

7 In total UN peacekeeping personnel (civilian police
officers, military observers and troops) has nearly dou-
bled in the same period of time, that is from 44,359
(2000) to 83,445 (2006).

8 IMF, World Bank and WTO are international institu-
tions with a wide range of members, but they have
been dominated by industrialized countries of the
“North”.

9 G20 (Canctn) of developing countries already sur-
passes 20 members and therefore, is also called G20+.
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