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We are living at a time of successive crises —Hlaéi earthquake, famine in East
Africa, the Taliban attack on Kabul, the collap$é.ehman Brothers, the Boxing Day
Tsunami, Hurricane KatrinaNo sooner does one crisis disappear from the hezg]li
than another pops up in a different part of theldvdPerhaps this is just because we
are more aware of crises in faraway places thamhén past. The explosion in
information and communications technologies haswadt us to receive and indeed
experience images and texts not only from the mbdtafrom friends and families
and indeed anyone with a camera or a mobile anésado the Internet, and, at the
same time, to be able to blog, twitter and commsgun what appears to be instant

reportage from whatever crisis zone dominates aewat that particular moment.

But there is more to successive crises than grosomgmunication, important though
that is. We argue that all these crises are interected. They are all, in different
ways, the expression of something more fundameraairansformation of our social,
economic and political relations, of which growikgmmunications are just one
element — and the failure of our governing insiitio$ to adapt to this transformation.
In the twentieth century, the nation state and lilec were the mechanisms for
managing social, economic and political relatidnsst in our institutions was in large
part based on the fact that we believed that tlaelythe will and the capacity to cope
with crises and to manage risk. Now that crisesa(icial, economic, security, or
ecological) transcend borders, we have lost conéidein those traditional

mechanisms. Yet the kind of global arrangementsaterequired have still not been
constructed. This is the central paradox of ouretitie collective issues we must
grapple with are increasingly of global scope aerdch and yet the means for

addressing them are national, weak and incomplete.

A crisis is an emergency — a moment of extremel pdren time seems to stop, a
moment of suspense when no one can be sure whdtappen or how the crisis will

end. It is also an illumination, a moment of trutlhen people are more receptive to



alternative ways of seeing the world. Our goabisnivestigate and give substance to
those new ways of thinking through rigorous coneapand empirical research and to
put forward ideas and proposals that might enableatileast for a while, to escape
what appears to be an ever deepening spiral a$.cris

In developing our argument, we focus on three ay@ihg categories of crisis:
economic and financial, security, and environmemé& will draw from our analyses
of these crises some common threads that have twitthothe failures of public

provision, the lack of governance and the lackasttin governance. And in the final

section, we put forward some new directions fohluilicy and research.

Economic and Financial Crisis

The financial crisis of 2008 has been widely inteted as a failure of regulation and
the consequence of excessive faith in markets. gveeawith this but, at the same
time, we argue that there was more to the crisssJdseph Stiglitz puts it in a recent
book, understanding the crisis is like peelingl#yers of an oniof.Each explanation

raises new questions. Why did the neo-liberal iogpbecome the dominant ideology
in the 1980s and 1990s? Why did it sweep the amnsidf power both nationally and

internationally? Were there alternatives?

Money and the management of money is an expressionderlying power relations.
The dollar became the world’s reserve currencyo#5] replacing sterling in a matter
of five years. In fact the US economy had growrbéothe largest in the world by
1872. But it took the Great Depression and two vevars to depose sterling. Since
then it has been America’s political and econonawer that underpinned the role of
the dollar. That successful American economic maelgbyed huge increases in
productivity based on mass production and the sienuse of energy, especially oil.
It was only, however, after the Second World Waat tthe United States was able to
boost aggregate demand through increased consurdeniitary spending, and the
spread of the American model to many parts of tbddv This was when the United
States emerged as a powerful political and militacyor; it was able to shape the

international monetary system through the Brettamo@é arrangements and to foster



worldwide economic growth through the provision e€onomic and military

assistance.

But that model began to run into difficulties byetkarly 1970s. As other countries
caught up with the United States, the trade surpégan to decline; at the same time
the American model of growth was coming up agamistinishing returns as it

became harder to sustain productivity growth. e WS trade balance plunged into
deficit in 1971 from increased spending during ¥hetnam War, that episode called
into question America’s military pre-eminence. Téame year saw the end of the
system of fixed exchange rates and, two years, ldtamatic increases in the price of

oil.

It is in this context that the new wave of neo+dsm has to be understood. The
protagonists of supply side economics argued thegssive state interference was the
cause of the slowdown in productivity growth. Deragion and privatisation would
release new creative energies. The so-called WgtsimnConsensus (privatisation,
liberalisation, and fiscal and monetary disciplibecame the dominant set of recipes
emanating from the Bretton Woods institutions. Ehescipes were imposed on
indebted countries throughout the developing warld elsewhere. Paradoxically, as
a result of the 2008 global financial crisis, thes lhnd the UK emerged as
significantly indebted countries but, of coursestihave not been made to follow the
strict Washington Consensus discipline usually rkee for such behaviour. For
nearly two decades, the United States enjoyed gtrgnowth through massive
expansion of credit. The consequences were bafiganade deficits and dramatic
increases in overall indebtedness. But becauseddtlar remained the reserve
currency, underpinned by America’s political as Iveed economic clout, the country
was always able to borrow to cover the deficit. Thated States was able to use
what the former French President de Gaulle catetprivilége exhorbitant’ to suck
in capital from the rest of the world, allowing d@ap to flow uphill from poor

countries to richer ones.

As this continued through the early years of thertty-first century, the United States
and its supporters saw no immediate difficultiegshwits economic performance.

Instead, many observers blamed so-called AsianftTiori causing a global savings



glut in this time that, had the United States nwibd ready to absorb it through

increased consumption, would have led even eddiglobal recession.

The deregulation of the financial sector led toeaies of financial innovations —
particularly the growing use of plastic. It alsaiféiated the mobilisation of capital for
new sectors potentially capable of generating nesdyrctivity gains — the revolution
in information and communications systems. But esiism for the new technologies
ran ahead of productive possibilities, which wemnstrained by the continued
emphasis on energy intensive military and consupmeducts, as well as skewed
income distribution. After the bursting of the d@oim bubble in 2000, the financial
sector began to develop ever more creative wayscogasing return based on asset
inflation, particularly housing, rather than orgamprovements in productivity. The
financial sector swelled as banks lent to otherkbadealing in increasingly exotic
financial instruments. Unnoticed, this massive dwip replicated many times over

the risks of the original outlays.

The immediate cause of the 2008 global financisismwas defaults on excessively-
securitised sub-prime mortgage loans. But, of audsS (and UK) indebtedness had
also soared due to involvement in costly wars aedabse of the Bush tax cuts.
Indeed, the US defence budget, even excluding tipplemental cost of wars, is

roughly equivalent, at $700 billion, to the ent®®ama stimulus package. Estimates
of US costs of the conflicts in Afghanistan andginzary but some calculate that it

could be in excess of a trillion dollars. By 20@®usehold, banking and corporate
debt had reached 350% of US GDP and 300% of UK &DP.

Of course, the US deficits did stimulate growth ather parts of the world,
particularly China and India since Americans coatibrd to buy goods made in the
rest of the world. Even though the United Statesaias the largest single national
economy, if we were to attempt to plot the worldsonomic centre of gravity, we
would find that it has moved dramatically towartie tEast. In 1976, the world’s
economic centre of gravity could be located wedtarfdon, at a point in the Atlantic
ocean somewhere between the US and the UK. Ovedasitethirty years, the
economic centre of gravity has drilled nearly 2080, one third of the planet’s

radius, eastwards and into the interior towards\&€laind India. On the one hand, this



is all to the good: the rise of India and China h#ed millions out of poverty,
profoundly re-drawing the map of human welfare. t®& other hand, it has been the
poorest people in parts of Africa, among othersp were unable to compete in
global markets and bore the brunt of the Washingtonsensus. Global inequality
has increased in the context of deregulation anel ldck of global public
redistribution. One sixth of the world’s populatjawughly a billion people, remain

desperately poor.

The policy implications of this explanation for tlfi@eancial crisis go well beyond
improved financial regulation — important thougfatths. It suggests that what we
need is a new global regulatory framework baseda aenuine global medium of
exchange and unit of account, rather than one basea single national currency,
which then confounds needed adjustments in thenatienal financial and trading
system. But above all, it shows that there is adnie transform the pattern of
development from the energy, consumer and militatgnsive model, if there are to
be new opportunities for sustainable growth in @toic terms, that is to say, growth

that yields increases in productivity to match imeoredistribution.

Security Crisis

The worst security crisis imaginable is an intetestwar like the two world wars or
the Cold War. Perhaps because of the horror ofetkia¢rience, most national security
capabilities are designed for that contingency. iMehe twenty-first century, the risk
of inter-state wars seems remote. Indeed, of thendjer armed conflicts that were
active in 15 locations around the world in 2008f noe was a major inter-state
conflict® Instead we are facing the spread of insecure spabere people fear being
killed, kidnapped, robbed, tortured, raped or elggefrom their homes; where they
may lack access to water, food, electricity, or ltheare; or where they are
increasingly vulnerable to natural or manmade tesasSuch spaces range from parts
of global cities to whole regions. Cité Soleil imrPau Prince in Haiti is one such
example, characterised by a toxic mixture of crand poverty where police and UN
peacekeepers dared not enter even before the eakihgBut so is the Horn of Africa,
Central Asia, especially Afghanistan and its ne@is, and the Caucasus. Into these

spaces rush private actors such as warlords, @alrmgangs, militias, jihadists, pirates,



adventurists and mercenaries, creating a markegtolence that transcends borders
and reaches into the heart of the developed wdndugh terror, drugs, illegal

migration...

Insecure spaces are also described as ungoveraedssihey are characterised by
what are variously described as fragile, weak,rfgjl failed, collapsed, shadow or
guasi-states. This phenomenon is often attributeaickwardness, the incomplete
character of the state-building process. But agtubimay well be the opposite, the
unravelling of the state-building process underithpact of globalisation. Typically,
these spaces exist in areas that were formerlyrgedeby authoritarian or totalitarian
states. The rise of neo-liberalism in the Wesha1980s and 1990s was paralleled by
a wave of political and economic liberalisatiorthie rest of the world for a variety of
reasons — disillusion with populist ideologies lh®m socialism or post-colonial
nationalism; declining state revenues either bezafighe decline in foreign aid as
the Cold War came to an end or due to the failofeglanned economies and the
consequent increase in indebtedness; and growangltand communications, which
opened up the possibilities of alternatives. Saniiieitington dubbed the spread of
democratisation in Latin America, Africa and Eastéturope the ‘third wave of

democratisation’.

During the transition from authoritarianism to demraxy the risks of instability are
greatest. Political liberalisation was accompanieg economic liberalisation.
Perversely this gave rise to a process that isofijgosite of state-building. Many
countries had already experienced an erosion oftdkerevenue base because of
declining legitimacy and growing incapacity to eall tax; growing corruption and
clientelism under the last years of dictatorshipd declining investment (both public
and private) and, consequently, production. Deafjrtiax revenue leads to growing
dependence on external and private sources thrdoglexample, rent seeking or
criminal activities. Reductions in public expend&was a result of the shrinking fiscal
base as well as pressures from external donorteaddrs further erode legitimacy. A
growing informal economy associated with increasedualities, unemployment and
rural-urban migration, combined with the loss d@iienacy, weakens the rule of law
and may lead to the re-emergence of privatised $asfrviolence — organised crime

and the substitution of ‘protection’ for taxatiovigilantes, private security guards



protecting economic facilities, especially interoatl companies, or paramilitary
groups associated with particular political factorin particular, reductions in
security expenditure, often encouraged by extedoalors for the best of motives,
may lead to breakaway groups of redundant soldard policemen seeking

alternative employment.

Of course, the impact of globalisation is positagewell as negative. External donors
and outside powers have pressured governmentgrtomuce political reform as a
precondition of economic reform, to reduce corrmptiincrease respect for human
rights, and introduce democratic institutions. Suppfrom outside powers and
international NGOs for civil society has helpedsteengthen domestic pressures for
democratisation. It can be argued that where dompsgssures for reform are weak
and civil society is least developed the openingotiphe state both to the outside
world and to increased participation through thenderatisation process is most
dangerous. In a number of countries, the processlenhocratisation is largely
confined to elections. Many of the essential preigtes of democratic procedures —
rule of law, separation of powers, freedom of asdmn and of expression — are not
in place. And even where procedures are more & lesplace, decades of
authoritarianism may have left the political cudturulnerable to populist ideologies
based on the appeal to various forms of exclusregugices. Much contemporary
political violence can be explained as a form geagdering — expelling people in

order to win elections.

These are the circumstances that underlie conteamparsecurity.lt is the lack of
state authority, the weakness of representati@nla$s of confidence that the state is
able or willing to respond to public concerns, amel inability and/or unwillingness to
regulate the processes of privatisation and inftsai@on that gives rise to a
combination of political and criminal violence. Maver, this unravelling process
tends to be reinforced by the dynamics of the vicée which has the effect of further
reordering political, economic and social relatlips in a negative spiral of
insecurity — an ongoing crisis of fear which is Inager bounded in either time or

space.



It is this pattern of insecurity that is most likelo spread as a consequence of
dramatic occurrences like flooding, storms andneprékes, or shortages of resources
such as water, in the context of climate changeesargue that the conflict in Darfur
is the first climate change conflict. The depen@eofcthe global economy on oil and
other resources has also been associated with @satome to be known as the
‘resource curse’, as competition for resource relggenerates into instability and

those rents finance further violence.

Yet our security capabilities still consist predaamtly of national armed forces,
based on the organisational principle of geopdlitstate interests. Global military
spending, fuelled by such preconceptions, has asee significantly in recent years:
global military expenditure in 2008 is estimated have totalled $1.464 trillion,
representing an increase of 4% in real terms coadpty 2007, and an increase of
45% over the period 1999-2068To put this in perspective, it is $217 for every
person on the planet, 13 times that spent on pégyf development aid, 700 times
the amount spent on global health programmes, @amghty the same as the combined
GDP of every country in Africa. The effects of tigéobal financial crisis — in
particular, growing government budget deficits dinel economic stimulus packages
that are aimed at countering the crisis — seemaie thad little effect on military
spending, with most countries, including the US @fdna, remaining committed to

further increases in the years ahead.

The use of conventional military forces in inseclaeeas merely results in a
worsening of insecurity as we have witnessed i, I&fghanistan, Chechnya or
Palestine. What is needed are global security $oromuch like emergency forces
within a well-governed state — combining medicalge ffighting and policing

capacities. The aim would not so much be the sgcafiborders but the safety of
human beings wherever they live. Even though anlegrprocess is underway among
multilateral institutions like the United Nationsadhindeed among the military who
have experienced contemporary insecurity firsthéngmains utterly inadequate. At
present, for example, total global spending on iatdtral operations such as
peacekeeping forces was just $8.2 billion, or 0.56%total global military

expenditures. The danger of this growing security gap is onlygibeing to be

grasped.



Environmental Crisis

Until the middle of the last century, most knownnfig of negative environmental
impact were largely localised. Since then, the icbpand scale of environmental
change has dramatically intensified, with problesogh as declining biodiversity,
deforestation, and a plethora of water resourceblpnas becoming effectively
globalised. In particular, climate change is alseagth us. The Arctic ice cap has
been shrinking at 3% a year since 1978. Elevemefbttest years since 1850 have
occurred in the last twenty years, and the lasadeds the hottest on record. Global
climate change has recently been called a three¢ sarious than that of international

terrorism, and as the greatest market failure thedahas ever seéh.

Climate change and other human induced damagestertironment are, of course,
associated with the spread of the energy intensnglel of development. But
insecurity is also a cause of environmental dedgimaalaEven though production and
energy use often decline, insecure spaces are pnone to deforestation, declining
biodiversity, and illegal trading in commoditie&di ivory, rare animals, or timber.
Moreover it is the poorest and most insecure ategtsare most vulnerable to natural

shocks and have least resilience, as the crisisith has dramatically illustrated.

Archibishop Desmond Tutu has talked about the mraispf ‘adaptation apartheid’.
The asymmetrical costs of climate change standaatgontrast to the massive global
asymmetries in carbon footprints. As the UNDP hexently pointed out, a single
standard air-conditioning unit in Florida emitsaryear more carbon dioxide than the
average person in Cambodia or Afghanistan doedifateme; the population of New
York State has a higher carbon footprint than t6@ million people living in the 50
least developed countries of the wdtldnd while countries like China and India are
increasing their per-capita carbon footprint aaagerous rate (especially given their
large populations and projected level of indussalon), the historical picture is
sobering — with the mass of responsibility lyingiwalready industrialised states such
as the United States and Britdin.
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The challenges to reaching a coherent and effegtoieal deal on climate change are
formidable. While democracies by and large haveetieb record on dealing with
environmental degradation than autocracies, theg fit extremely difficult to
overcome collective action problems which affectufa generations. They are
hamstrung by a number of structural weaknesseg stbrt-termism of the electoral
cycle, interest group concentration, and a focuswimg voters — which handicap
their ability to solve long-term environmental plains. Civil society pressure and
enlightened leadership can make a clear differeyetebringing the domestic policy
preferences of diverse countries together is pgpvimgely difficult, as the UN

climate change conference in Copenhagen illustnateehtly.

The Governance Problem

All these domains suffer from the same paradoxloba strategy is required and yet
power is organised on a national basis whetherredadking about formal authority

or informal politics.

Of course, global institutions exist that are siggabto deal with finance, economic
development, security and the environment. Butehestitutions are fragmented and
access to power is very unequal. In the econommagio there is the International
Monetary Fund, the World Bank, the World Trade @igation, and the International
Labour Organization. There is also the United N&i®evelopment Programme, the
United Nations Conference on Trade and Developmantrange of regional

organisations like the European Union, the Northefioan Free Trade Agreement,
and the Association of Southeast Asian Nations,taomention a host of ad hoc
financial institutions like the Basel Committee Banking Supervision (established in
1974 in direct reaction to the contagious effedtsross-border bank failures) or the
Financial Stability Forum (established in 1999 aft@despread concerns over the

contagion of financial instability following the EigAsian financial crises).

In the security field, the United Nations Secuf@iguncil is the only organisation that
can legally authorise the use of force beyond hsrdeit it is dependent on the
voluntary provision of security capabilities fromdividual nations and a range of

emerging regional institutions such as NATO, the BEI5, OSCE in Europe, or the
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AU and ECOMOG in Africa. Of course nowadays, seagurapabilities also include
humanitarian organisations like UNHCR, UNICEF, asllvas many international
NGOs and private security companies. And the ctirrglobal environmental
governance regime features a diverse set of playdrese roles are largely
uncoordinated among each other: the UN Environnfrigramme, the Global
Environment Facility, the Environment Management @, the OECD Environment
Directorate, the Commission for Sustainable Devmlept, ECOSOC, and the
Environmental Chamber of the International CourtJoktice, to name the most

prominent'°

Compounding this institutional fragmentation is theblem that most of these
institutions are intergovernmental and accountablenational governments rather
than those in need, and they tend to be dominageithdo most powerful countries,
notably the United States. This is particularlyiesatl in relation to financial
governance. Despite the wide membership of the liFRoting rules skew decision-
making power toward the United StatésThis has wider implications than is often
assumed, especially given the fact that privater@sts within the United States have
been shown to influence IMF policies through theblging of Congres¥ Other
governance institutions, however, have operated different decision-making basis
but still exclude the vast majority of the worlgdgpulation from any representative

hand in formal decision making.

For example, the Basel Committee on Banking Supmnvj the global institution
effectively setting the regulatory standards worltey has maintained a highly
exclusive approach to its membership. For decatdg] not expand its membership
to include formal representation of developing daes, and until 2008 its
membership reflected the status of internationadricial power in the 1970s rather
than the 2000s. During this period nothing changetthe Committee’s membership,
while countries like Japan, France and Germanyrexpeed a relative decline in the
position of their largest banks, and countries likkeina and Brazil a relative
increasé? This meant that up to and including the worsthef global financial crisis,
many countries without any formal representatiothenBasel Committee had a much

more prominent role in banking than many of thogaiwit.**
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In the security field the problem is that the Uditgtates accounts for half of world
military spending. Other big spenders are Frarfte, UK, China and Russia. But the
big spenders are the least adjusted to contempaeayrity needs and the least
committed to multilateral security missions. Mostlitary spending goes towards
large sophisticated weapons systems designed fiutuae world war. Although

France and the UK have played active and constrictles in UN missions, they
currently face hard choices between moving towangsv types of security

capabilities or continuing to buy big systems ldecraft carriers or nuclear weapons.

In the environmental domain where more states llaweice, as became clear in
Copenhagen, the dominant players brought enougiaiveng power to the table to
ensure that no global deal went through that miggunage their interests. The
Copenhagen Accord is marked by the absence of tlemmg-emission targets, the
omission of watertight pledges on new funding, aodclear indications of how to
turn the Accord into a legally binding treaty. Thig emitters — the US, China, India
and the countries of the European Union — will curd to be able to act without a
binding framework to enforce emission reductionsl @apeed up the pace of a

transition to a low-carbon economy.

But above all, the problem is the national basigalitics. National members of
intergovernmental institutions, by and large, aopcupied with short-term national
considerations. Some smaller states recognisetthatinterests can only be pursued
in a safer, greener, more just world, but the lasgates still put what they see as the
interests of their populations in the next electioytle above the global public
interest. And even where national interests cowddcbnsidered to coincide with
global public interest, they are often constraibgdentrenched institutional attitudes

as well as special interests.

Politics does, of course, spill over borders. Peammitted to causes like peace,
human rights, tackling poverty or the environmeriten find their access blocked at
national levels by traditional political parties left and right, and so engage at local
and global levels. And this is not only true of gmessive causes — Islamists,
fundamentalist Christian, and others — also orgaaisa cross border and local basis.

Transnational activism does have an influence obajldiscourses — climate change
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for example. And it also means that some of théskad issues can be addressed at
sub-national levels; global cities like London, €go, or Medellin have often been at
the forefront of new approaches to reducing cardmissions, community policing,
or reducing inequality.

But the problem of overcoming institutional fragrnegion and making global
institutions effective and accountable to a glomablic, as opposed to national and
sectoral interests, remains the central challemgeiotime.

The Way Forward

The world system we now have is one where globstitutions and rules reflect
historical patterns in the distribution of econopnpolitical, and cultural power. Itis a
system that has not been able to adapt rapidlygimtw the eastwards shift in the
global distribution of economic activity. It issystem that, because of asymmetric
obligations between debtors and creditors, has beable to adjust in the face of
massive global imbalances arising, in turn, fromttbngoing shift in economic

activity.

Established modes of national governance have tweempto tax, subsidise, and
provide public goods in ways designed to improwe Itit of their societies. Much

needed modes of global governance, on the othet, maise new challenges. What
instruments and targets are the legitimate one®msider in this new world? What
authority and legitimacy can be accorded to sudtesys that they can successfully

tackle the problems emerging in the modern globahemy and polity?

Some such problems arise from differences in natidmehaviours: aggregate

consumption and savings leading to trade imbalati@dsdo not self-correct. Others

arise from the inability of individual countries taternalise global externalities:

climate change and environmental degradation orirtappropriateness of national

military forces to tackling new global risks. Wigdbbal consensus can be built on the
tools and goals appropriate in each case?
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The main point, of course, is that all these criges connected. They can only be
addressed through shifting development away froenetinergy intensive consumerist
model. We can only solve the economic crisis ifc@@ generate sustainable growth
and this can only be done through matching poteptaductivity gains from new
technologies with appropriate expenditure on a alddw-carbon infrastructure, and
the redistribution of resources to the most vulblerawe can only solve the security
crisis if we address the problems of poverty argbase, as well as the instability
arising from excessive dependence on commodities dil, and if we restructure
military budgets towards new security needs. Andcesenot address climate change
without a different model of development and aat#ht model of security. Just as in
the 1930s, we need to increase aggregate demahd sontext of huge productivity
increases brought about by the new economy. Buinitrease in aggregate demand
has to be global rather than national and it hamvolve energy saving and other

global goods.

This cannot be achieved without representative effettive global institutions that
have the capacity to create credible regulatorgnéaorks and to invest directly in
the provision of global public goods and the mitigga of global public bads. It was
Max Weber who said that institutions are determibgdheir sources of revenue. In
our judgement, effective global institutions sholld funded by new streams of

resources, including a financial market transaditonand a carbon tax.

Whether there is the political will to make thippan is another matter. Can the 1945
multilateral order can be reforged and rebuiltiefbect the changing balance of power
in the world and the voices of non-state actors tlaae emerged with such force and
impact over the last few decades? The crucial s#stad concern the creation of new,
effective and just global deals on trade rulesaritial market regulation, climate
change, the renewal of a nuclear non-proliferatieaty, as well as global investment
in a low-carbon future, and in the capabilitiextpe with crises. These are tests for
the here and now and not some remote future. Weedathoice between an effective
and accountable rule-based multilateral orderherftagmentation of the global order
into competing regional power blocs pursuing tlosin sectional interests. Or worse,
the spread of ungovernable parts of the world acaghg a vicious downward spiral

of global ills — an ongoing Hydra-headed crisis.
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