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Executive Summary
 
This paper argues that we are at a dangerous junction in human history where the institutions and mechanisms that we have set up to govern Planet Earth are in danger of collapsing. This threat is all the more disconcerting because we live in an era of unparalleled affluence and prosperity. What is missing is an updated global governance system to harness the great promise afforded by globalisation and technological change. At stake is not just the redrafting of a trade or investment agreement here and there or the setting up of a regulatory body to oversee food safety, or to prevent pornography on the Internet. At stake is the very foundation of the present world order based on the Treaty of Westphalia in 1648.  This initially European Treaty which ended the Thirty Years War constructed a framework for global relations based on the inviolability of the concept of sovereignty. This inviolability is now under attack from many sides and yet no convincing alternative has been presented to replace it. As a result we are approaching a major governance vacuum which should be filled in the not too distant future if the gains achieved by Humanity since the Industrial Revolution are to be preserved and enhanced
To support this thesis we retrace the evolution of global governance from “Westphalia” where the present global governance system was born to “Seattle” where in November 1999 the WTO (World Trade Organisation) attempted to launch its vaunted Millennium Round of trade negotiations.  That particular conference was unsuccessful, ostensibly because the diplomats around the table could not agree on an agenda. But in a more fundamental sense we believe that it was fatally flawed because it was based on “Old Westphalian” assumptions, now obsolescent.  Yet the Seattle Approach, with its flawed assumptions is ported over to other conferences and meetings. We believe that these too might fail.  The real trade-off appears to either give up the whole Westphalian approach and start from scratch with something completely new – a very dangerous risky at best or to adopt a “New Westphalian” paradigm and design a world order which will be both desirable and feasible.
The paper is organised in three sections. In the first, the modus operandi of the WWO is examined in the period from 1648 to the end of the Second World War in 1945. We focus on what we believe were the five key principles which characterised the Westphalian System. (1) The primacy of national sovereignty (2) The importance of control of physical territory (3) The star role played by nation-state governments in the global system (4) The emergence of a body of international law derived from treaties signed by sovereign states and (5) The retention of war as an acceptable method of international conflict resolution, if all else fails.
In the second section we look at the global governance systems put in place in the second half of the twentieth century from 1945 to 2000, principally characterized by the sea change of globalisation and the emergence of a complex architecture of IGOs (intergovernmental organisations) and NGOs (non-governmental organisations). Our assessment of these systems is mixed. We believe that, in their present state they will not be successful in meeting the challenges of globalisation. 
In a short third section, anticipating the rest of the debate of this seminar, we point out what we believe are possible future directions: Bury the Old Westphalian System and replace with something totally new or renovate and restructure it into a New Westphalian System better suited for the twenty-first century. The Road to a New World Order, will be long and tortuous. But there is no alternative to taking this road, wherever it leads, because of our conviction that the present road is reaching a dead end. 

Section I 
The Modus Operandi of  the Westphalian World Order 1648-1945


Three Systems of Global Governance
Governance has been variously defined as the exercise of authority or the distribution of power. In essence it is related to the notions of order and that of decision-making. The opposite of Governance is Anarchy or the absence of order. In Greek philosophy, Cosmos was opposed to Chaos. An orderly world is one where there are clear rules concerning the legitimate and efficient use of authority.
But “Authority” is not a monolithic or homogenous concept. It can be measured in degrees and is thus closer to the idea of “influence”. Absolute authority is a fiction created by legal scholars and embodied in the concept of “sovereignty” described as the ultimate unchallengeable power of the “sovereign.” In real life there are very few cases of absolute power, only varying degrees of control. The influence of a legislator to prevent certain types of objectionable behaviour, that of a parent attempting to convince his teen age child to do his homework, or even that of a general ordering his troops into battle – may be limited by circumstances and is almost never total.
Applying the concept of authority at the continental or planetary level, it can be argued that three major global governance systems have been tried out by Humanity.
System 1: Hegemony by One Power or Coalition of Powers, The model here is that of the pax, as in pax romana or pax britannica. A leading power (or alliance of powers) imposes an imperium and dictates a peaceful order upon its own terms. The concept of pax, differs from other words for peace such as the Greek eirini, the Arab salaam, the Hebrew shalom or the Indian shanti.  Each of the latter connotes a convivial peace arrived through harmony, friendship and a congruence of goals. Pax on the other hand denotes law and order strictly enforced by the dominant power. The instrument of pax romana was the Roman legion, until it was ultimately defeated, that of the pax britannica in the nineteenth century mastery of the seas etc. The enforcement mechanism is crucial in a pax while the congruence of goals is the key element in convivial peace.
System 2: Balance of Power. In this approach, power is limited by countervailing forces. There is no universal arbiter. Instead, there are individual players whose power is limited by that of the others. Democracy is an example of a balance of power system where the rights of each player stop when they enter in conflict with the rights and prerogatives of the others. In democratic systems conflicts are resolved by majority rule. The market system is another example of balance of power where the forces of supply and demand achieve equilibrium through confrontation. The price mechanim is the final arbiter and through it, opposing forces achieve balance and the market is cleared.  By the same token, we will show that the Westphalian World Order set up a balance of power system based on sovereignty, which was defined as the irreducible, inalienable power exercised by a number of recognised players within acknowledged jurisdictions. When these sovereignties would clash, conflict resolution would have to be reached either through negotiation or, failing that, war. But in the Westphalian system, the idea of an imposed settlement from above is absent. There are no referees outside the system.
System 3: Pre-arranged Distribution of Power.  In this third system power is distributed through a pre-arranged set of criteria. A good example is federalism where the jurisdictions of the central government and the subnational units (states or provinces) are carefully defined, although as experience shows, there may be numerous overlaps. In principle, the judicial system may then arbitrate and determine the proper distribution of power based on the constitution. The latter becomes the key element in any pre-arranged distribution of power system. With the advance of globalisation, pre-arranged distribution of power systems have led to the emergence of intergovernmental organisations such as the European Union and the United Nations. But, at this stage, there is no such thing as a “world constitution” and global governance initiatives, beyond the sovereignty-based inter-state system of delegated authority, are still in their infancy. In that area we are as a planet, in the very early muddling through phase.
It must be noted that the three governance systems above may be mixed and matched and are not mutually exclusive. Nor is the exercise of authority monolithic, as we have noted above. There may be rules and exceptions, principal players and mavericks, system loyalists and system rebels. Most human systems are characterised by great fluidity and governance systems are no exception.
The Significance of the Treaty of Westphalia
Pre-Westphalian Europe in the Early Modern Period was a mixture of declining empires, retreating feudal lords and an emerging class of traders and capitalist entrepreneurs. The Church remained very influential and was an instrument of European governance. The Treaty of Westphalia of 1648, brought to an end the Thirty Years' War, the first pan-European war in history. The peace was negotiated, from 1644 through 1648, in the Westphalian towns of Münster and Osnabrück. Under the terms of the peace settlement, a number of countries received territories or were confirmed in their sovereignty over territories. They were empowered to contract treaties with one another and with foreign powers, provided that the emperor and the empire suffered no prejudice. The princes of the empire became absolute sovereigns in their own dominions while the Holy Roman Emperor and the Diet were severely weakened.  In a nutshell the central authority of the empire was replaced almost entirely by the sovereignty of about 300 princes.
The Peace Treaty brought to an end almost 150 years of continuous struggle in Europe and marked the end of the era of religious wars. It was a turning point in the mutual recognition of sovereignty rights. Although the signatories of the treaty had only the peace of Europe as their ultimate objective, the unintended consequence of their efforts was to create a global order based on a “State System.”  This global order slowly developed to eventually encompass the whole planet and probably reached its zenith in 1945.

The Underlying Principles of the Westphalian System
It is important to distinguish between the original elements of the Treaty of Westphalia seen as a European treaty whose goal was to end a regional war, with the evolving ‘Westphalian Principles’ which, no one invented, but which became the building blocks of the world order from 1648 to 2000. Whereas the former were signed by the plenipotentiary ambassadors at the Treaty itself, the latter developed slowly over three and a half centuries, periodically validated by additional treaties but never consolidated in one single document.  These building blocks are therefore subject to interpretation and may be the object of debate between learned scholars. Our observation of the evolution of the Westphalian World Order reveals at least five fundamental characteristics which may be described as follows:
1 - The Primacy of Sovereignty
Originally, derived from the Latin term superanus through the French term souveraineté, sovereignty came to mean the equivalent of supreme power. It was used by Jean Bodin in France to provide legitimacy and strengthen the power of the French King in his battle with rebellious feudal lords, The doctrine of the divine right of kings according to which kings are only answerable to God and cannot be challenged by human beings, is a close cousin of the concept of sovereignty. It led Louis XIVth to utter his famous L’Etat c’est moi boast. The King and the State were indeed indistinguishable in his time. Therefore next to God, the King could exercise absolute power in complete legitimacy.
From its origins as the prerogative of the King, Sovereignty slowly evolved, in some countries at least, as the reflection of the unchallengable will of the people, sometimes referred to as the doctrine of popular sovereignty. The interpretations given by John Locke in the 17th century and Jean-Jacques Rousseau in the 18th linked sovereignty to democracy, via the doctrine of the social compact according to which the “People” are the ultimate owners of sovereignty. They may delegate to governments strong powers to be exercised in their name but they are the ultimate masters and may withdraw that delegation by voting governments out of office. The French Constitution of 1791 declared that “Sovereignty is one, indivisible, unalienable and imprescriptible.” But whether based in the divine right of kings or the unchallengable will of the people, Sovereignty became the absolute reference point in global relations, the ultimate principle upon which all notions of global order should be based. It was to international relations what the Speed of Light was to Einsteinian physics: an absolute.
2 - The Importance of Control over Geographical Territory 
In the Westphalian System, the sovereignty of nations expresses itself through the control of geographical territory. This was, in effect, a legacy of the feudal principle “nul terre sans seigneur.” Land was the principal factor of production in the feudal world and its control yielded both economic and political power. This “real estate” bias, so to speak, is an essential ingredient of the Westphalian System. Although by the nineteenth and certainly the twentieth century, industry became much more important, than land, the territorial focus, in the exercise of authority remained strong. In the “Scramble for Africa” after the Berlin Congress in the late nineteenth century the European Great Powers competed with each other to paint the map of Africa in their own national colours. Thus France obtained the second largest empire after Britain’s although its holdings in Africa (mainly West Africa and the Sahel countries) were resource poor and not particularly interesting from the economic point of view. However, the territorial imperative was strong enough in political perceptions, to make this colonial expansion, even in deficit conditions, highly popular.
3 - The Star Players of the Westphalian System are National Governments
The emergence of nation states imbued with absolute power, at least in the legal sense, accelerated the demise of the Pre-Westphalian players. The biggest losers were the feudal lords who had lost the invulnerability of their castles after gunpowder became prevalent and the Holy Roman Emperors who were specifically marginalised by the Westphalian Settlement. Other losers were the Pope and the Catholic Church who lost much of their political influence. By ending the wars or religion the Treaty of Westphalia gradually introduced the concept of secular authority and the separation of Church and State which became embedded later in democratic constitutions. The threat of excommunication by decision of the Pope used to be a terrifying weapon in Feudal Europe. By the eighteenth century excommunication became a much weaker instrument of influence. 
As the Pre-Westphalian players receded to backstage the new stars occupying center stage were the nation-state governments themselves. At first these governments were composed only of kings and princes and the mode of transmission of power was by heredity. But in the nineteenth and twentieth century, power shifted to the people at large, electing democratic governments, who exercised power by delegation. The principle of separation of power distributed legal influence between the Executive, Legislative and Judiciary branches. Sovereignty was exercised by the Government in the name of the nation, and its exercise was submitted to internal checks and balances. In the evolution of British constitutional law, sovereignty became vested not in the people but in Parliament, defined as the King in council with the House of Commons and the House of Lords. In most other countries, however, the ultimate holders of sovereignty were “The People” appointing and dismissing governments through elections.
As European economic development in the 17th, 18th and 19th century eventually led to greater international trade and colonial expansion, economic agents such as major corporations became more prominent. But in the mercantilist phase of the Westphalian World Order and probably through most of the nineteenth and twentieth century, economics remained subordinated to politics, at least in the non Anglo-Saxon countries.  Jean-Baptiste Colbert in Louis XIVth reign developed the techniques of state coordination of economic activity into a fine art. Corporations were likened to armies attacking foreign interests and conquering foreign markets in the name of the king. Economics was seen as an extension of policy by other means. Unpatriotic corporations were stripped of their state monopoly.
This subordination of economic interests to national goals remained a dominant feature of international relations for most of the countries of Western Europe in the eighteenth, nineteenth and twentieth century. Napoleon, Bismark, Hitler Stalin and perhaps even De Gaulle, Mitterand, Adenauer and Kohl all saw the national interest as taking precedence over individual economic interests. 
4 - Emergence Of A Body of International Law Based On Treaties Between Sovereign Countries
As international relations intensified in the eighteenth and nineteenth century a body of international law slowly began to emerge. Two sources of international law were recognized. The first was fully compatible with the principle of sovereignty and centered around the practice of signing treaties which would then have the same power as law for the signatory countries. International Law emerging from treaties between countries merely reaffirmed the primacy of sovereignty since no sovereign country could be forced to accept what it had not consented to. It could of course be coerced into acceptance through defeat in war but it is only after the capitulation or peace treaty that it would be legally bound not before.
A second source of international law was developed by scholars such as Hugo Grotius and others: so-called natural law, presumably based on universal values. This second source was only occasionally acknowledged in the first three centuries of the WWO but is gaining momentum today with the emergence of human rights, the revulsion vis-à-vis crimes against humanity, the principle of self-determination etc. More the exception that the rule, universal values as a source of international law, without treaty endorsement, remained outside the mainstream of the Westphalian System since too much emphasis on it would contravene the primacy of sovereignty.
5 - War Is Retained As A Recognized Instrument Of International Relations
One of the surprising features of the Westphalian World Order is its implicit retention of war between sovereign states as a legitimate instrument of external policy. Clausewitz famous words, “War is an extension of policy by other means” was in retrospect, very Westphalian in form and content. The innovation brought by Westphalia to the waging of war was the introduction of the concept of war with rules. Although not present in the Treaty itself, the legitimate possibility of war between states was a logical extension of the primacy of sovereignty. If two sovereign states disagree and there is no power greater than sovereignty, the conflict resolution must come through war. In the same way that dueling between gentlemen became, in the eighteenth century, the proper way of settling an aristocratic quarrel, war between states also was considered acceptable, as long as certain rules were followed. There were implicit rules of engagement, limitations on types of weapons, rules of victory and defeat and a recommendation of gentlemanly behaviour throughout. For instance, in a famous eighteenth century battle the French were reputed to have invited their British adversaries to tirer les premiers in an emulation of a courteous duel. One eighteenth century strategist even argued that battles could be decided with practically no bloodshed but by pure manoeuver. When one army was obviously outmanoeuvered by the other, its general, as a gentleman, should have the courtesy to surrender, in the same way that a chess grandmaster will resign long before the checkmate, when it becomes obvious that the game is lost.
In the nineteenth and twentieth century elaborate rules of war were further systematised including proper ways of declaring war, diplomatic immunity, the treatment of prisoners, methods of capitulation etc. The Geneva Convention is a good example of the Westphalian concept of War with its precise rules. So is the Charter of the United Nations, which recognizes the legitimacy of war in certain circumstances.   In a Westphalian War unconditional surrender or capitulation is the proper way of legally transferring sovereignty from the vanquished to the victor.
The Principles in Action 1648-1945 
The first phase of the Westphalian World Order was dominated by the emergence of Mercantilism as a political-economic system. This period lasted, with ups and down, from 1648 to about 1815. Accompanying the rise of the nation-states and the overseas expansion of Europe, Mercantilism especially as designed and implemented by Jean-Baptiste Colbert in the France of Louis XIVth became a tool of advanced statism.  The State would intervene in all areas of economic life. It would protect national industry with high tariffs, ensure a favourable balance of payments by subsidising exports, promote population growth, augment the money supply by accumulating gold and silver and above all use corporations, such as the East India Company, La Compagnie des Habitants, Hudson Bay Company etc., to promote the national interest. The mercantilist corporations were state-created monopolies whose mission was to serve the aggrandizement of the King’s power. Under mercantilism the alliance of State and Business was to be in the interest of the State first and foremost. 
When Adam Smith published his Wealth of Nations in 1776, it hardly made a dent in the mercantilist thinking of Continental Europe. Only Britain moved towards free trade and in 1846 symbolically repealed the Corn Laws, putting an end to agricultural protection and relying almost entirely on her comparative advantage. The main instruments of global governance in the period from 1648 to 1815 were (a) increased economic sovereignty of the major players through mercantilist policies and (b) periodic but limited wars shifting the balance of power.  There was no hegemon, no imperial power able to impose a pax.  The eighteenth century conflicts such as the Seven Years War, the Wars of Spanish and Austrian Successions etc. did not fundamentally alter the European balance of power, although they did involve a considerable reshuffling of colonial possessions. France, among others, lost Canada and Britain established itself as the pre-eminent imperial power. Napoleon’s attempt to unify Europe by force almost succeeded, but by 1815 the battle of Waterloo put an end to these ambitions. The eighteenth century ended with no pax in sight.
Phase 2 of the Westphalian World Order spans the period from 1815 to 1914. The formula for global governance was mixed.  A balance of power system was put in place through the peace settlement at the Congress of Vienna. The so-called “Congress System” which emerged as a method of conflict resolution was a precursor of the more contemporary IGOs (intergovernmental organisations). The Great Powers would periodically meet and settle their differences diplomatically. But what really made the European balance of power system work in the nineteenth century was the fact that it was guaranteed by the pre-eminent colonial power Great Britain, willing to intervene on the weaker side, whenever the balance of power was in peril. The Pax Britannica which supported this balance was subtle and implicit. It manifested itself more by negative interventions than by positive initiatives.  The system did not manage to avoid war since Britain and France fought Russia in the Crimea in mid century and France, Prussia and Austria fought each other in a series of duels. After the Franco-Prussian war of 1870-71 and the cession by France of Alsace Lorraine to Germany the balance of power was seriously endangered. To restore it an elaborate system of alliances was developed ultimately opposing in 1914 the Triple Alliance of Germany Austria and Italy to the Triple Entente of France Russia and Britain.
In the economic sphere Europe flirted with free trade via reciprocity treaties here and there but ultimately opted for protectionism coupled with imperial expansion.  The late nineteenth century was marked by a resurgence of mercantilism, protectionism, and export subsidies, import restrictions and the use of economic policy for political ends. The French loans to Russia at the end of the nineteenth century was a case in point. About 25% of French savings went to Russia in the form of state loans. Although the immediate attraction was supposed to be economic (high interest rates) the goal was really political. The French External and Finance ministries cooperated with the Russian counterparts to maintain high interest rates for the Russian bonds in order to attract French investors. The object was to secure the Russian military alliance against Germany. The opening of a second front in case of war between France and Germany was important to French generals who were interested in ultimately recapturing Alsace Lorraine. To prevent a quick German victory (as projected in the famous Schlieffen Plan) France needed the Russian steamroller to absorb some of the German forces. If that goal required the manipulation of capital markets, it would be fully acceptable. The political end would justify the economic means.
In the monetary field the most notable achievement of the end of the nineteenth century was the emergence of a global currency in the form of the Gold Standard. With Britain acting as the de facto world central banker, the Gold Standard operated quite smoothly in the period immediately prior to the First World War.  It facilitated the globalisation of international trade. By 1900, the world had become a unified market for at least some commodities and portfolio capital movements became more and more widespread although direct foreign investments, multinational company style, was not yet known.
From a Westphalian point of view the period 1815-1914 was a century of peace in spite of the limited local wars. But this balance broke down in 1914 and  the First World War ushered a third phase of the Westphalian Order characterised by years of armed military confrontation which only ended in 1945 at the conclusion of the Second World War. In some senses this period marks the apex of the Westphalian System where sovereignties reigned supreme and clashed in bloody battles. It was also a period of maximum state intervention in the economy. After the collapse of the stock market in 1929, the free trade and laissez-faire assumptions of the nineteenth century were replaced by forceful state action. In Germany, Italy, Japan, Spain and the USSR the National Government became the leading economic player. Businesses were allied to the Government but the latter called the shots and created direct jobs through infrastructure and rearmament programs. Even in the Western Democracies, Keynesianism in Britain, dirigisme in France and the New Deal in the United States justified strong state intervention to alleviate the economic disasters brought about by the Depression.
Although the period 1914-1945 was dominated by war, the unsuccessful attempt by President Wilson at the end of the First World War to introduce a peaceful and stable global order, deserves special mention. He attempted to rally the people of the world in a peace settlement designed to remove the causes of future wars and establish machinery to maintain peace. In an address to the Senate on Jan. 22, 1917, he called for a "peace without victory" to be enforced by a league of nations that the United States would join and strongly support. He reiterated this program in his war message, adding that the United States wanted above all else to "make the world safe for democracy." And when he failed to persuade the British and French leaders to join him in issuing a common statement of war aims, he went to Congress on Jan. 8, 1918, to demand, in his Fourteen Points address, an end to the old diplomacy that had led to wars in the past and an open diplomacy instead of entangling alliances. He called for freedom of the seas, an impartial settlement of colonial claims, general disarmament, removal of artificial trade barriers, and, most important, a league of nations to promote peace and protect the territorial integrity and independence of its members. a new international order based upon peace and justice.
The League of Nations did eventually emerge but the United States, its initiator was unable to participate because of a congressional veto. Deprived of the leading superpower, the League of Nations revealed itself ineffectual and weak and did not prevent the deterioration on international relations which eventually led to the Second World War

Section II 
Global Governance 1945-2000: 

 
The Impact Of Globalisation on the Westphalian System
The contemporary phase of the WWO covers the period from 1945 to about 1990.  Perhaps the most important aspect of this contemporary phase was the assault on the Westphalian System brought about by Globalisation. 
Globalisation may be broadly defined as the transposition of human activities from the narrow confines of the nation-state to the much larger theatre of Planet Earth itself. All the World’s the Stage and All the Man and Women merely players… Although, in a technical sense globalisation may be traced back to earlier historical periods the acceleration and sweeping nature of contemporary change was of such a magnitude as to signify a real qualitative shift. The historical antecedents were merely small introductions of things to come. True by 1900, the World was already a single market for some products and capital moved freely across international borders. True, the Voyages of Discovery and European expansion  between the 13th and 17th century were precursors to modern globalisation. True also that Alexander the Great was one of the first globalists. But this being said the extent of post-Second World War globalisation dwarfs all these past experiences. The period 1945-2000 witnessed the rise of multinational corporations which introduced the globalisation of production - not of trade, already achieved earlier but of production itself. The most important aspect of that last trend was the new transborder factor movements, including entrepreneurs, unskilled labor through mass migrations, financial capital, real capital and above all technology. The old theories of fixed comparative advantage based on immobile factors of production had to give way to dynamic competitive advantage, flexible, shifting and policy sensitive.
Another important feature of contemporary globalisation has been its asymmetrical and uneven character. Had all sectors of human activity globalised at the same pace, the process itself would have been trivial.  On the contrary what happened was globalisation at breakneck speeds in some sectors (finance, technology transfer, skilled labor movements, organised crime, international terrorism) accompanied by agonisingly slow reactions in others (government policies, social attitudes, international regulation, the fight against crime, terrorism or disease). These asymmetries have created winners and losers and have threatened the social fabric of many countries undergoing rapid and unwanted social change. Huge earnings gaps exist and according to some authors is biased in favour of a winner-takes-all outcome which further complicates the income distribution problems both between and within nations.

In assessing the overall impact of globalisation on governance we should focus on two points
1- Reduction in the Policy Capacity of National Governments.  
From star players in the Westphalian System, national governments are in the process of becoming the bit players of the new era: 
·	First, the rise of multinational corporations able to elude the jurisdiction of national governments (even their own) has created a lateral shift from political decision making to economic. More and more decisions are now taken by market forces. The corporations can leapfrog past objectionable regulations and pit one government against the other. In addition the comparative size of corporations (as measured by their annual sales figure or capitalisation versus government budgets) clearly indicates a powershift. If the top 100 economic entities were assembled in say a new  OECD with both private and public participation, 52 of these major players would be corporations and 48 national governments. If the 200 odd countries in the world were pitted against the 200 top corporations, the result would be even more lopsided. Many members of the United Nations are microstates, sovereign in name only and very vulnerable to international capital flows. They can exert much less power than the major corporations.
·	Second while the Global Private Sector creates alliances and mergers, the Global Public Sector is devolving its power downwards. The growth of sub-national governments with competing jurisdictions and shared sovereignty has robbed central governments of much of their clout. In federal states such as the United States and Canada there are literally thousands of governments and quasi-governments empowered to establish regulations, impose taxes and offer subsidies to attract mobile international capital. The intense competition among these sub-national governments give the foot-loose corporations and entrepreneurs l’embaras du choix in their choice of location even within a given country. States and provinces become humble supplicants offering fiscal incentives and rewards in order to attract the favors of nomadic factors of production.
·	Third, the creation of IGOs such as the UN, the EU, the OECD, the WTO etc. has also contributed to a transfer of power away from the original Westphalian players, upwards to these supranational entities. The upward powershift is still in its infancy, in most of the IGOs with the exception of the European Union, where supranationality is an acknowledged goal. Even so the new jurisdictions of these IGOs impose further limits in the policy capacity of individual nation-state governments. 
In addition to the power shifts, the phenomenon of global interdependence – largely unwanted yet real nevertheless, has also reduced the policy capacity of national governments. Today many challenges which could previously be dealt with at the nation-state level now have become global. The old adage, Think globally but act locally, eloquent slogan of the futures movement in the early nineteen eighties, is now being replaced in an increasing number of areas, with a new one Think globally and act globally.   Action that is less than global is likely to be ineffective in challenges like the regulation of the Internet, the control of climate change, the war on terrorism, the regulation of genetic engineering the avoidance of financial bubbles, the prevention of epidemics etc. We have become, as one author put it One World Ready or Not.  This new fact has driven a large nail into the coffin of the Old Westphalian Order which assumed the world was composed of fully independent sovereign nations with great policy capacity.

2- Reduction in the Policy Legitimacy of National Governments
Not only has the effective policy-making capacity of national governments been significantly reduced by the process of globalisation but also so has its legitimacy. In the Old Westphalian System there was no second-guessing as to the legitimacy of an act of sovereignty by a recognized government. At most, other countries could declare war if they disagreed and settle the problem by force of arms. But short of war, no other legitimate means of intervention was recognized.  National Sovereignty was the highest value, by definition.
Today, with the globalisation of media, this is no longer true. The notion of Human Rights and its corollary, International Law is beginning to emerge as powerful forces in World Opinion.  There is now a growing belief that there are human values which rate higher than sovereignty and which must be implemented even if they contravene the latter. Here are some examples:
The post-war Nuremberg Trials and the concept of “crimes against humanity” have justified the prosecution of war criminals in spite of their attempted Westphalian defense of “sovereignty” This supranational concept has been used to prosecute and convict Second World War criminals and more recently those associated with the Yugoslav Wars, Bosnia, Kosovo etc. It has also been used to attempt the prosecution of General Pinochet for crimes he allegedly committed while the head of a recognized sovereign government. Finally, the possibility of genocide or an ethnic war of extermination has been used to justify the NATO intervention in Kosovo in flagrant violation of the Westphalian principles of sovereign inviolability of territory.
The existence of visual media such as CNN and the INTERNET make indifference to atrocities much more difficult now than in previous times. Although the strict interpretation of Westphalian Sovereignty allows other countries to merely watch a genocide without intervening, horrific pictures seen on television on the contrary militate in favour of intervention.  The Armenian Genocide was ignored by the Great Powers while the Kosovo War was not. The difference, in the final analysis may have been television forcing world public opinion either to acquiesce to atrocities by doing nothing or to intervene and by so doing trash the concept of sovereignty.
Multilateralism As A Contemporary Form of Global Governance
Faced with growing global interdependence and having witnessed the inability of the Westphalian Order to prevent World War II and its 50 million deaths, the community of nations shifted into “multilteral gear,” so to speak. Between 1945 and 2000 a host of regional and global organisations were created to help deal with the world’s problems. These multilateral organisations generally come in three flavours. The first is the IGO or intergovernmental organisation where the members are sovereign governments, usually represented by plenipotentiary ambassadors. The second is the NGO or non-governmental organisation where the members are from the private sector but reach across international borders. The third is a hybrid with private and public elements mixed in varying fashion.
The IGO group was a direct consequence of the Second World War. The principal new IGO was the United Nations and its family of subsidiary bodies. At the top of the hierarchy is the UN General Assembly, the final authority in the UN family. The subsidiary bodies include dozens of agencies some of which are quite independent such as UNESCO, the World Bank and the IMF. The two latter organisations although initially born within the UN system are autonomous agencies.
In addition to the UN family of IGOs there are regional and sectoral ones. The regional IGOs include NAFTA (North American Free Trade Association) APEC (Asia Pacific Economic Community) MERCOSUR etc. Most of these regional groupings have limited objectives and the IGO itself possesses only a very small secretariat.  The European Union is in a class by itself because its final goal is openly political, European unification while the means to achieve this goal are economic in nature. In the European Union the transfer of sovereignty from national to supranational entities is voluntary and conscious and is not an unintended byproduct of the signing of treaties, as is the case, in other instances. The creation of a unified currency the Euro is another significant step in sovereignty transfer because, as the mercantilists of old claimed: la souveraineté c’est le pouvoir de frapper monnaie. By delegating that power to a politically neutral European Central Bank the Euroland countries have conceded away a good part of their sovereignty.
Another group of regional IGOs exists in the form of military alliances. The principal surviving military alliance is NATO. It has assumed direct governance responsibilities in Kosovo in 1999 and in a less direct fashion in Kuwait in 1991 in opposing the Iraq invasion of that country. Not always mandated by the United Nations, NATO has justified its interventions on the basis of principles of human rights especially in the Kosovo case. In the Kuwait case, the Iraq invasion was a clear violation of Kuwaiti sovereignty and therefore the intervention much easier to justify on Westphalian Grounds. But in the Kosovo Intervention, the NATO action was clearly anti-Westphalian.
A small number of IGOs fall into the category of “global” without being “universal”.  Their reach is global but not their membership. The WTO (World Trade Organisation and a successor to the GATT) sets up global trade rules but does not at the moment count on global membership. Almost three-quarters of the UN member states are also part of the WTO but a good quarter is still outside. In that missing quarter are very powerful countries who have yet to join. Another global but not universal IGO is the OECD. Composed of 29 members the OECD has been the club of the advanced industrial nations. Its membership is global, since practically every area of the world is represented but it is not universal since membership is not open to any country
Finally an IGO which exists only in an informal sense but is probably the most powerful is the G-8. This gathering of the seven most industrialized nations plus Russia is a powerhouse with considerable clout as long as its members act in unison.
In a parallel course to the IGOs are the NGOs. These are usually voluntary private sector organisations, with no profit motive, seeking to realise a goal, redress a wrong etc. Their very existence is an implicit indictment of governments. If government action within the IGOs were perfect there would be no need for NGOs. In such a case, NGO action would be limited to political interventions within member states rather than at the international level. The leading NGOs include ecological organisations such as Greenpeace, Worldwatch, humanitarian groups such as  Doctors without borders, CARE etc.
Within the group of NGOs but in a separate class are industrial associations and professional groups who establish rules and regulations within specific sectors. These may set standards and establish performance norms within their area of jurisdiction. Within the nation-state these sectoral NGOs have the full support of the national governments who endorse the norms and apply them as if they were laws. Outside the nation-state the enforcement capabilities of these sectoral non-government associations is more limited. The International Olympic Committee, the World Boxing Association, the associations of chiropractors, travel agents, actors or whatever, may impose guidelines and rules but have little clout to enforce them against delinquents.
Somewhere in between the IGO and the NGO are mixed organisations involving both government and private participation. The UPU (Universal Postal Union was founded in 1874 and brought later into a relationship with the United Nations in 1948. It united member-countries into a single postal territory and fixes international postal rates. The Hague International Tribunal for War Crimes in the former Yugoslavia was created in 1993 to prosecute and punish crimes against humanity committed in that country since 1991. Its official status as an organisation duly created by governments does not necessarily imply that it has coercive powers beyond the will of the leading member countries.
A Global Governance Vacuum?
Weaknesses of the Intergovernmental Multilateral System
The present system of multilateral organisations both public and private appears to us seriously flawed and, in their present configuration, unlikely to meet the challenge of coping with globalisation and its asymmetrical shocks. Here are some of the most obvious weaknesses in the IGOs:
1- A Hap-Hazard Architecture There are over 500 IGOs officially sanctioned by governments in some form or another and many thousands more with semi-official or consultative status. Some of these IGOs have been created with a definite purpose in mind. Others have emerged from a communiqué at the end of a ministerial with unclear goals. Experience shows that it is much easier to create an IGO than eliminate one. Once created these organisations have their own survival as their principal goal. The abolition of an IGO is a traumatic event which international diplomacy avoids at all costs. What happens instead is that the redundant IGOs continue to exist but with smaller budgets and smaller influence. As a result of constellation of IGOs coexist in somewhat disorderly fashion.
2- Agenda Duplication There is no clear division of labor between the IGOs. They often duplicate each other’s work studying the same problems and issues. The same ministers may end up meeting in a number of different venues with different hats but ultimately dealing with the same problems and repeating the same positions over and over again.
3- Agenda Gaps: Insufficient Attention to Linkages.  The opposite is also true. The complexity of modern life has created new important linkages. Some of these are geographic where decisions in one part of the world affect the rest of the planet. Other linkages are intersectoral (agriculture affecting manufacturing, manufacturing affecting services etc.) and interdisciplinary, (economic decisions having social implications, technological decisions having environmental impacts etc.) In the failed MAI negotiations at OECD (Multilateral Agreement on Investment) the negotiators mistakenly believed that an investment code could be agreed upon without reference to its impacts on everything else. This proved to be a costly error since these linkages were noted by the protestors and the fact that they were ignored in the proposed agreement ultimately brought about the canceling of the negotiation altogether.
4- Rigid Decision Rules Most IGOs are governed by the Westphalian Principle of Sovereign Equality which means one state = one vote. Although at first blush this principle appears “democratic” upon analysis it turns out to be anti-democratic. With the proliferation of statehood as a result of decolonisation and the break-up of empires, many microstates have become members of the IGOs and exert voting power well beyond their true demographic importance. The fact that Togo and Japan, Iceland and the United States, Luxembourg and India all have the same voting weight creates severe distortions in the intergovernmental system. Among other things it gives much greater power to the small number of voters in the microstates who, through the one state = one vote rule exert more influence per capita than the voters in the more populous states. In other words one state = one vote negates the principle of one person = one vote. A Luxembourg voter has through the IGOs a much greater voting strength than his American counterpart.  In addition, in many IGOs the interpretation of sovereign equality reaches the point where consensus is required for all decisions – in other words one state = one veto. This author’s experience as Canadian ambassador to the  OECD from 1995 to 1999 and his chairmanship of the OECD Council’s Committee on the Reform of Decision-Making have led him to believe that this is a fatal flaw in the IGOs. The one state = one vote and in extreme versions one state = one veto condemns IGOs to extremely slow decision making. Not only is the decision-making very slow it often leads to weak decisions involving bad compromises. In an era of rapid social change the ponderous and compromise-ridden decision making of the IGOs is not well suited to crisis management. Economic relief packages often come too late and humanitarian interventions finally take place long after hundreds of thousands have been killed, as was the case of Rwanda-Burundi a few years ago.
Weaknesses of the NGO System
The structural weaknesses in the IGOs are matched by equivalent although less visible weaknesses in the NGOs. The general claim of the NGOs is to represent Civil Society, a laudable goal to be sure. However that claim cannot easily be validated since there are no established rules concerning the operations of the NGOs. Each sets up its own modus operandi. Among the legitimate questions which may be asked are the following
·	Who finances the NGOs? Where do they get their money? Is the funding tied to particular positions taken by the NGO or not? How independent are the NGOs from their funding source?
·	By what mechanisms do the NGOs receive instructions from the constituencies which they are supposed to represent? How is the delegation of power and responsibility effected? In other words are they as democratic as governments? More so? Less so?
·	What is the internal decision-making mechanism of the NGO? Is it consensus? Is it unanimity? Is it simple democratic majority rule etc.?  
The Seattle Approach 
The most recent example of the operation of the present multilateral system was the meeting of the WTO in Seattle in November 1999. This meeting was supposed to kick-off the so-called Millennium Round, a further stage in trade liberalisation to be achieved in the early years of the twenty-first century. The meeting was unsuccessful ostensibly because its formal participants, the 140 odd trade ministers from member states could not agree on an agenda. In our view the meeting failed because of the fundamental flaws in the Multilateral Process itself.
First the participants were trade ministers with jurisdiction limited to trade matters. Yet, given global interdependence and interdisciplinary linkages between economics, politics, social affairs environments, the agenda of issues should have been much larger.  But a wider agenda would have required the presence of other ministers and perhaps even the heads of Government of the member states who alone could have dealt with the breadth of challenges occasioned by further trade liberalisation. Given the complexity of international relations in era of globalisation, anything less than a summit conference would not be adequate. On the other hand, it is clear that a summit conference of 140 odd heads of government operating under Westphalian rules of sovereign equality and consensus decision-making is likely to be an exercise in futility unless carefully prepared.
Second, only the Old Westphalian actors, i.e. nation-state governments were officially at the table. The new emerging non-state actors were in the wings and in the streets demonstrating loudly agains the WTO. These were the self-appointed representatives of Civil Society, consumer groups, special interest groups etc. all genuinely concerned with the direction that globalisation is taking and yet without a clear negotiating mandate from their various constituencies. Should they have been at the table and if so how? Do they have the same legitimacy as elected governments? 
Third, the underlying theme of Seattle and similar conferences seemed to have been the elimination of the existing rules created by sovereign nation-states to regulate international trade not their replacement by new international rules. The focus was and is on liberalisation, on reducing the role of the state and moving more and more towards free markets. The indiscriminate and accelerated migration of decision making from the one-person = one-vote democratic formula to the one-dollar = one-vote market formula creates a danger of serious democratic deficits, increasingly deplored by many. 
What we call the  Seattle Approach (narrow sectoral agendas, trying to deal with each issue, one at a time without regard to linkages, formal representation only by national governments and decision-rules based on consensus) is likely to lead to further failure in future conferences not just of the WTO but of other IGOs as well, IMF, World Bank etc. The severe backlash against globalisation, evident at Seattle should give pause to national governments and lead to new approaches in international negotiation.
Is Anyone in Charge?
The net result of the structural weaknesses of the global governance system currently in place creates in our view a very dangerous situation. As globalisation proceeds in asymmetrical fashion creating winners and losers and introducing major distortions in the World System, there is an uneasy feeling that no one’s in charge. A number of areas of human endeavour are in danger of spinning out of control. There is no rule of law at the international level, enforced by a neutral legislator and referee. There are sectoral guidelines here and there and the unilateral imposition of regulations by one or two super-powers within their area of territorial jurisdiction. Among the areas likely to experience strong turbulence in the near future are the following:
The Global Financial System.   Currently unregulated worldwide the Global Financial System is vulnerable to speculative attacks by large investors who can use market momentum and volume to realise self-fulfilling prophecies. There are no global financial regulators and the two institutions which have some claim to that title, the IMF and the World Bank are under severe criticism for worsening the problems they have set up to cure.
The Internet. At this stage no one regulates the Global Internet although legislation exists in specific countries which is necessarily limited by the territorial jurisdiction of the legislators.  Some international agreements exist but they tend to be guidelines and rules of thumb. There are no universal laws that are fully enforceable. The possibility of rogue players, hackers, saboteurs or whatever remains real. In the face of this delinquent behaviour there is possible action by one superpower, the United States but whose extra-territorial reach is neither simple nor considered legitimate by other countries.
Global Environment. If the dangers associated with possible climate change are in any way real they will have to be dealt with at the global level. At present the Kyoto Agreements and other similar initiatives are tentative, not really enforceable and even if enforced judged to be insufficient by many experts. The climate change issue is far from a consensus in either its diagnostics or the remedies to be brought forth. Yet if the magnitude of the problem is as high as some experts believe we may be in for real trouble.
Genetic Engineering.  Biotechnology is probably the scientific discipline which is the closest to allowing Man to play God. The potential for genetic engineering, both good and bad is enormous. Yet it is totally unregulated worldwide and there are no institutions likely to change this situation in the near future. Legislation by individual states is quite meaningless since their jurisdictions can be leapfrogged by going elsewhere. 
The Spread of Epidemics. The World is at the mercy of the spread of disease, much more so than during the outbursts of bubonic plague in the 14th century. There are very few global instruments to prevent or control such epidemics beyond some special purpose IGOs with limited jurisdiction and enforcement powers.
International Terrorism and Weapons of Mass Destruction. The success of the suspected terrorist Osama Bin Laden in operating globally from a base in Afghanistan underscores the difficulty in trying to find national responses to global problems. The continued existence of states either tolerating or sponsoring terrorism creates a Westphalian dilemma: respect the sovereignty of these states and do nothing or intervene unilaterally against all principles of international law as the United States has done in the past.


Section III 
Future Directions: Bury Westphalia or Reinvent it ?

In looking ahead at the next ten years, the first decade of the New Millennium: one thing appears clear.The Old Westphalian Order based on the assumption of strong policy capacity by nation-states acting individually, is dying.  Their  policy capacity is now quite weak and in fact almost every one of the five principles of the Old Order appear to be negated by Globalisation. 
First Sovereignty is no longer what it used to be. National governments cannot exert the imperative power they used to, through legislation and regulation. National rules can be avoided by moving to competing jurisdictions. In addition the legitimacy of sovereign acts is increasingly challenged by invoking higher principles such as Human Rights.
Second, unlike the classical Westphalian Order emphasis on the control of physical territory, the competitive arena today is virtual rather than geographic. The jet age and the Internet have trivialised distance which has become a much less meaningful economic variable. It no longer affords natural protection against foreign competition. In addition the community of internet-surfers has shown that affinity groups are no longer territorial. They exist in the ether and ignore physical distance. The Old Westphalian Order is ill equipped to deal with virtual reality and therefore finds itself increasingly marginalised.
Third, the Nation-State star, of the old system is becoming the bit player of the new. Corporations, special interest groups, NGOs and other ad-hoc players are now seizing the limelight.  These new players, especially corporations and to a lesser extent industry associations are now called upon to exercise governance functions -  without clear legitimacy or democratic mandate. Yet their presence and power cannot be ignored. They must, as players, be factored into the system. 
Fourth, the idea that the only sources of international law are treaties between sovereign nations applicable only to the signatories, is losing ground. Considerations that take precedence over sovereignty are now invoked to create international law, beyond treaties. In addition, the applicability of that law no longer depends on the acquiescence of all parties. The UN Charter is theoretically applicable even to non members and armed intervention in the internal affairs of another country no longer requires the acceptance of that intervention by the country in question as the Kosovo case demonstrated.
Fifth, although war still remains an option in dealing with international conflict it does not have the respectability it enjoyed in the Old Westphalian Order. Even when armed action is taken war is no longer formally declared.   In fact there have been very few formal declarations of war between sovereign states since 1945. Instead armed conflict is seen as temporary police action or self-defense, not a legitimate instrument of policy. 
For all intents and pruposes almost all the assumptions of the Old Order are now invalidated. But as it limps into obsolescence there is nothing to replace it. The only present candidate is the ‘Market System.’ According to its advocates all or almost all decisions could be taken by free markets through the interplay of supply and demand. The role of the state would be minimised to almost nothing. It would continue its retreat through further trade liberalisation, privatisation, deregulation and budget cuts. Market forces would take up the slack and ensure governance services which could be treated like any other commodity.
Is this scenario sustainable ? We think not, for at least three reasons:
·	First the asymmetrical shocks created by globalisation will have to be alleviated by an actor or actors outside the market mechanism. If the gap between winners and losers is allowed to increase without control, social cohesion is likely to suffer. The resulting social fracture may create very dangerous situations as the new malcontents with nothing to lose, may resort to violence and to weapons of mass destruction. 
·	Second, the efficiency of market systems depends on the existence of competition. If there are no anti-trust and anti-combine rules, competitors are tempted, on the contrary, to unite rather than compete. The trend towards mergers and acquisitions seems to vindicate that view. As one CEO put it: why beat them if you can buy them? As markets become more concentrated and oligopolistic, competition diminishes. New monopolies may assume governance roles with no democratic legitimacy whatsoever. Is it better submit to the rules of a private monopoly which no one controls or that of a public one which, theoretically at least could be controlled through the democratic process?  Since there are no globally enforceable anti-competition rules, given present trends, the absence of competition is more likely to prevail in global markets than its presence.
·	Third, market systems have always depended on the rule of law to function properly. Without such rule of law, they tend to become mafia systems since, in the absence of a policeman, taking by force is cheaper than selling and intimidating more effective than marketing.  The collapse of the rule of law in the former Soviet Union and the emergence of a mafia dominated market system there could be a precursor of things to come at the global level. The assumption that markets will discipline themselves spontaneously appears overly optimistic and has not so far been vindicated in those instances where the rule of law does not prevail. 
If Governance by Markets is not a suitable alternative to the Old Westphalian System what is? We believe in the desirability of a Westphalia II – a full reinvention of the concept and its applications. “Westphalia II” would retain some of the elements of the Old System and update them for use in the 21st century. It would most likely involve a fundamental rethink of the idea of sovereignty itself. Because of its link with democracy, sovereignty cannot be discarded altogether. But its home base in nation-states may have to be shifted elsewhere. More direct forms of global governance may have to be devised. Principles of shared sovereignty along federal or confederal lines could be explored and in some form or other, all relevant actors should be at the negotiating table.
The road to Westphalia II is likely to be hard and arduous, with pitfalls and barricades along the way. But, in our view this is the true Millennium Challenge in international relations and should be picked up within the next few years while the Old Westphalian System is still capable of maintaining some order in the World System. Let us hope that we will not need another Thirdty years war to goad us into action.

