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SPECIAL JAPAN - FIRST PART
INTRODUCTION

Political and Economic Opening as a Post-Crisis Strategy for Japan

Bernadette Andreosso-O’Callaghan' e Jacques Jaussaud> e M. Bruna Zolin®

Key Words Economic growth, Japan, Trade balance, Technological change, Labour market,
population, Energy production

JEL Classification O11, J11, H50, M14, N15

In economics literature, the sources of economic growth in general and in Japan in particular
have been appraised either from the supply-side, with the emphasis on capital accumulation,
labour, total factor productivity and — given the advent of the new growth models — on
technological change, or from the demand side. The study on Japanese growth by Chenery
et al. (1962) was an early demand-based study that looked at the drivers of economic growth
and structural change over the period 1914-1954. Using input-output methods and taking into
account the contribution of technological change'! over this long-time period, the authors
found two distinct early sub-periods of economic growth: the 1914-1935 and the 1935-1954
sub-periods. The first (1914-1935) is characterised by a rise in domestic income (by 4.5 per
cent per annum) with large increases in exports. The second (1935-1954) is marked by the
loss of colonial supplies of raw materials and by a substantial fall in exports; this second
sub-period is also marked by import substitution policies and by the rising importance of
technological change. The findings for the first sub-period mirror Japan’s emergence as an
economic and geostrategic power, affirming first its colonial ambitions in East-Asia through
the development of its many manufacturing networks, in the region as a whole and in Korea
in particular (Inkster, 2001). In post WWII Japan, capital deepening and technological change
became the main sources of long-term economic growth in line with the core ideas enshrined
in the endogenous growth theories. Economic growth and wealth accumulation had been such
that by the late 1980s a small area in Tokyo — such as for example the grounds under Tokyo’s
Imperial Palace - was valued more than the entire State of California. The shift in investment
away from the manufacturing sector and into the real estate sector after the 1985 Plaza Accord
had led to the build-up of a formidable financial bubble (Hutchinson and Westermann, 2006).
The beginning of the ‘lost decade’ after March 1989 signalled that Japan was embarking
upon a new growth trajectory and that the country was leaving behind several decades of

1 In this study, technological change is measured with the help of the technical coefficients.
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quasi-uninterrupted high growth. The de-industrialisation (kudoka), driven by the dynamic and
responsive strategy of Japanese multinational enterprises increasingly investing in the newly
opened Chinese market, affected the Japanese economy negatively. For instance, the number of
employees in the manufacturing industries experienced a sharp drop: from 14.56 million in 1995
to 11.30 millions in 2011 (Keizai Koho Center, 2007, 2014), although the unemployment rates
remained relatively low thanks to an increasingly flexible labour market. The kudoka phenomenon
did not however jeopardise the manufacturing and exporting capacity of Japanese corporate
firms, as for instance the trade balance remained in surplus during the whole period, except for a
short period after the Fukushima nuclear disaster in March 2011. Furthermore, competitiveness
is supported by significant public and private investment in research and development (R&D)
activities in Japan (3.29% of GDP in 2015 for instance, compared to 2.93% in Germany and
2.22% in France that year, according to OECD data). In the case of Japan, the post-bubble
new growth period needs to therefore be appraised through the lenses of economic growth in a
mature post-industrial country. Indeed, the new drive for the internationalisation (kokusaika) of
Japanese firms in the 1980s was made possible because of the country’s strong manufacturing
sector. At the same time, and in line with the tenets of the new growth models, technological
change has also been earmarked as a key driver of long-term economic growth since the ‘lost
decade’. Technological change and a deeper integration of Japan into the world productive and
trading (manufacturing) system have both implied a number of on-going structural changes
notably in the labour market. Non-regular employment, for instance, rose from 15% in 1982 to
a comparatively high level of 38% of all employees in 2014, a change that may contribute to
Japan’s economic competitiveness but that translates into rising poverty for a growing part of
the population, and to the drop in the fertility rate (Gordon, 2016). First of all, policy change
has been stimulated by the 2008 global financial crisis; as a result, the increasing political and
economic interaction of Japan with the outside world has become, more than ever, a strategy
in order to revive economic growth. Second, policy change has eventually taken prominence
since Prime Minister Shinzo Abe took office in 2012, with the launch of its famous ‘Abenomics’
policies encompassing three arrows (monetary policy, fiscal policy and revitalisation strategy
through, in particular, a number of structural measures). In the same way that the burst of the
property bubble in 1989 placed Japan on a ‘post catching-up’ economic growth path, Abenomics
measures are intended to play the role of a catalyst in reviving economic growth in Japan in
the not too distant future. Abe’s policies are, therefore, aimed at smoothing out the transition of
Japan towards a new economic growth regime.

Possibly more so than in any other ‘mature’ economy, the transition of Japan to a new
growth regime offers multidimensional challenges, particularly in terms of demographics,
energy production and other environmental issues, and this implies to analyse the characteristics
of Japan’s deeper integration into both the world economy and the geostrategic environment.
Japan currently has the most rapidly aging population (a problem to be shared soon with South
Korea), and its population started to decrease from the middle of this century’s first decade. In
terms of energy production, the shift from nuclear generation to fuel, gas and renewable sources
of energy has been dramatic following the Fukushima event in March 2011, but the question of
sustainability remains, both from an environmental point of view, and from the viewpoint of the
instability of oil prices in the coming years and decades.

The integration of Japan into both the world economy and the geostrategic environment
also poses a number of different challenges. These include Chinese firms’ ability to rapidly
improve their technological level; China, as a nation, being more and more assertive and capable
of defending its views; and the relative stability that had prevailed in international trade and
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markets being increasingly challenged by the multiplication of specific trade agreements, rather
than by multilateral ones, not to mention the instability derived from the election of the new
Administration in the USA and missile threat from North Korea.

Articles in this special issue enrich the debate on the transition of Japan to a post “lost
decade” and post-crisis growth regime. Since the economic and business issues mentioned above
are intimately connected to the political dimension, and in particular with the role of Japan in the
East-Asian region and further afield, one of the strengths of the special issue is its combination
of articles drawn from the political as well as the economic spheres. This special issue starts by
defining and clarifying the institutional framework in which a number of appropriate economic
policies can take place; this is done with the inclusion of the article by Tatsuro Chiba on the
“second Abe Administration”. The paper on the currently negotiated EU-Japan free trade
deal by Bernadette Andreosso-O’Callaghan is used as a case study of a potential channel of
(external) economic growth rejuvenation. The two papers on human resource management focus
on changes in the labour market deriving from the transition towards a low growth regime,
leading to the development of non-regular employment on the one hand, and to the demographic
transition to an aging population on the other hand. The paper by Shiho Futagami and Yukiko
Muramoto addresses the question of ensuring decent work conditions, while the paper by Philippe
Debroux, Jacques Jaussaud and Julien Martine focuses on the development of senior workers’
employment. The paper by Larissa Grzeskowiak investigates, through a broader perspective,
the economic impact of demographic change in Japan, focusing on female labour. Finally, two
other articles offer a link between these two levels of analysis (domestic and international):
the article on the stock market by Sophie Nivoix and Serge Rey will discuss the role that a key
Japanese utility company plays in the domestic stock market, in the context of both financial
liberalization/opening and the disruptive Fukushima event. The article by Ikuo Kato investigates
the relationship between corporate sustainable strategies and stock prices.

All papers for this edited volume were drawn from a pool of papers presented at the 21st
Euro-Asia International Research Seminar held in the summer of 2016 at Pusan Korea National
University, South-Korea. This proposed special issue represents a subsequent stage in the
research process. Written by well-known authors across Europe and Asia working in the field
of Japanese and Asian studies, the different articles include the various and related areas of
management, economics and political science/international relations.
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The First and Second Abe Administrations’
Foreign Policy from a Role Theory Perspective

Tatsuro Debroux

Abstract  This paper provides an outline in relation to the foreign policy of the first
and second Abe’s administrations, mainly in the areas of security, economic/trade policy and
Japanese history, and it extracts Japan’s roles by using role theory. It is argued that Prime
Minister Abe’s foreign policy indicates a substantial role shift from Japan’s previously
reluctant approaches in international security toward Tokyo’s self-perception of being pivotal
in Asia. Prime Minister Abe’s objective is to make Japan more assertive in political affairs by
putting more emphasis on the defense of democratic values, i.e. respect for rule of law, human
rights and pacific resolution of conflicts. More than ever before, this can be achieved through
the active cooperation with other like-minded nations, including in the field of security but also
in expressing more explicitly the voice of Japan in political affairs.

So far, it seems that Abe has been successful in doing that by reinterpreting Article 9 and
legislating new security-related laws. In the sphere of economics, Abe tries to have Japan take
a leading position by responding to China’s challenge in the Northern and Southeast Asian
region. With respect to Japan’s history, Abe wants to liberate Japan from the historic shackles of
the postwar period, although he is cautious with regard to historical issues. Aware of the danger
of rekindling old feuds with countries such as China and South Korea, he makes statements
and adopts a behavior that allows him to evade being regarded as a historical revisionist.

Role theory indicates that Abe is not changing Japan’s fundamental roles. Rather, the
Prime Minister modifies the realm of the roles and the way to pursue them. There are four
meta-roles: Japan as a reliable security partner; Japan as a country that puts emphasis on
multilateralism: Japan as a pacifist country based on non-militarism, and Japan as a world/
regional leader. It should be possible to observe the changes in them. The core roles are
unlikely to change but the meaning of what the components imply in Japan’s foreign policy are
at stake. In conclusion this paper focuses on: Japan security shift; Prime Minister Abe second
term; Japan foreign policy and new role in Eastern Asia and the World; Historic shackles of the
postwar period over; even so Japan is a pacifist country based on non-militarism

Keywords Role theory, Abe Administration, Security, Values, Economy History,
Relations with EU and US
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Introduction

Japan, through its foreign policy, has a high economic and political influence in East and Southeast
Asia (SEA), on par with China and the United States (the US). Moreover, as the largest liberal
democratic country in the region, Japan’s influence extends further through relationships with
European, Indian and Australasian allies. The objective of this paper is to explore the evolution of
Japanese foreign policy during the first and second periods of Abe’s administration (2006-2007
and 2012-2016). It mainly focuses on security with subtopics covering the country’s economy
and history. However, the economic undertone of Abe’s foreign policy and his objective of
revitalizing Japan’s economic strength appear clearly in his eagerness to deepen relations with
the US. He hopes that Japanese firms in the US market can benefit from the goodwill created by
a proactive Japan in defense-related activities. The willingness to have the US engage more in
Asia through the Trans-Pacific Partnership (TPP) project but also through common action with
some SEA countries in order not to let China take control of key transportation lanes in SEA also
has crucial economic dimensions besides geopolitical concerns. The same can be argued in the
case of Abe’s proactive policy toward India that has already concretized in large transportation
and energy-related projects.

Role theory originates from the studies of Holsti (1970) who was the first to apply socio-
psychological and sociological theories about the role(s) of individuals in society to states’ behavior.
His idea is that it is possible to know how cognitive and ideational factors can change state policy
preferences. It can be done through the analysis of foreign policy statements by heads of state, high
level officials, and government documents. What he coined national role conception (NRC) forms the
perspective of external environment and options for decision-makers to choose. Language and action
signal expectations (including prescriptions) of the other actors and the NRC can be expected to
cover them (Holsti 1970: 245-246). The Abe administration’s foreign policy is analyzed in this paper
from this viewpoint. It focuses on what role theory terms the ego-part, i.e. the domestic roles a leader
is supposed to represent in foreign policy, and the alter-parts, i.e. the roles vis-a-vis Japan of other
countries. In this paper, the alter-parts are the countries with whom Japan has important relationships:
the US, China and some SEA countries such as the Philippines and Vietnam.

This paper consists of two sections. The first section presents the explanation of role theory’s
key concepts in analyzing Japan’s security policy. The second applies role theory in analyzing
the characteristics of the NRC the Abe administration intends to present to the alter-parts in his
foreign policy, including some aspects of economic policy, the presentation of historical issue
viewpoints, and what kind of issues and possible changes may emerge from his initiatives due to
the reaction of alter-parts.

After analyzing the Abe administration’s foreign policy empirically using role theory
methodology for the examination of Japan’s key postwar four meta-roles, this paper concludes
that Abe’s security policy is more proactive than that of his predecessors. This is shown by the
new laws he has made and by the security and defense-related institutions that he has created.
Therefore, it can be argued that his initiatives have transformed the content of Japan’s pacifism,
although it does not shake the fundamental tenets of the nation’s traditional stance on such a
belief. With respect of economic/trade policy, Abe wants to be a rule-maker with the US in
East and SEA through the TPP. He puts emphasis on sharing the same values on issues related
to security, rule of law and human rights but the TPP also includes the enhancement of market
principles. As for history, he has displayed great caution so far through the continuity of his
predecessors’ policies. He refrains from expressing historical revisionist views in order not to
rekindle trouble with China and South Korea.
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1. Role theory concepts
National Role Conception (NRC)

Role theory has been applied in the case of many countries, for example the US (Maull 2011),
China (Harnisch et al 2016), Germany (Sakaki 2011), India (Hansel and Mdller (2015), and
Latin American countries (Thies 2014). Research has also been done regarding Japan using role
theory: Elgstrom (1988); Macleod (1997); Sakaki (2011) and Hirata (2016). So far, role theory
has not been used to analyze the Abe administration. Therefore, this study is the first one to do
so, and in that sense, it makes a contribution to the field of role theory.

The study covers the topic comprehensively, including an analysis of both ego-part and alter-
part. Japan is in a transitory period during which a new generation of Japanese politicians seems
to want Japan to play a more assertive political role in the world than the passive position deemed
necessary by their predecessors. Abe emphasizes values in politics explicitly and his initiatives,
especially those linked to security, are considered to challenge traditional interpretations of the
NRC related to pacifism. Therefore, it is worthwhile to examine whether they either transform
the existing roles or whether they may even open the possibility of Japan developing different
ones that would be deemed more appropriate. To do so, role theory’s concepts can be considered
appropriate to examine the dynamics of Abe’s value-oriented foreign policy and the complex
interaction that it may have with alter-parts.

The objective of role theory is to describe and analyze a variety of roles which are defined as
a set of norms that describe a state’s objectives, interests, obligations and responsibilities. They
can be understood to be social positions (as well as socially recognized categories of actors)
constituted by expectations, prescriptions and proscriptions about proper behavior in a social
position in an organized group (Thies 2010). For Holsti (1970: 306-307) a NRC includes the
policy-makers’ own definitions of the general kinds of decisions, commitments, rules and actions
suitable for their state, and of the functions, if any, their state should perform on a continuing
basis in the international system or in subordinate regional systems. In this paper, Japan’s foreign
policy is analyzed on the assumption that defining roles subjected to norms and having those
roles accepted by other countries are the objective of the state (Le Prestre 1997).

Ego-part and alter-part conceptions

This paper assumes that both ego-part conceptions, i.e. consisting of the rights and obligations a
country’s leaders perceive on behalf of their nation— taking into account role contestation - and
alter-part conceptions, i.e. behavioral expectations and prescriptions held by other countries or
by international organizations have an impact on state behavior. They impose duties on actors
and have an effect on what should be done or not (Le Prestre 1997). Both ego-part and alter-
part conceptions are important because roles involve implicit or explicit counter-role in the
intersubjective process of interaction. Interdependency, constant reconstruction and recreation
are inherent in the nature of foreign policy roles. Policymakers often internalize alter-part
behavioral expectations or role prescriptions through socialization at the bilateral and multilateral
level through other countries’ language and action (Holsti 1970; Aggestam 2004; Barnett 1993;
Sakaki 2011).

Meta-role and Context-specific role

Role theory separates roles into meta-roles and context-specific roles. A meta-role is a role
that is based on an actor’s material or immaterial power resources that induce expectations of
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consistent generic role behavior across issues and/or over time. As Le Prestre (1997) points
out, a role reflects a claim on the international system, i.e. it is constitutive of international
actors’ recognition, and of a conception of national identity. Foreign policy changes rest on
a redefinition of a meta-role and/or context specific role and on its congruence with political
initiatives. Roles are generally stable as they reflect on widely expected behavior that socialization
constantly reinforces. This creates over time what Maull (2011) described as a ‘structural
environment of roles’. In the case of Japan, it means that in the postwar period, including under
Abe’s leadership, meta-roles developed (and became deeply engrained in the socio-political
environment) that emphasize that Japan acts to maintain peace in adherence with the spirit of
the Japanese Constitution, i.e. that it will not become a militaristic nation again; that it will work
toward the eradication of nuclear weapons, and neither will nor does not challenge the historical
conception of the countries involved in the war. These meta-roles are linked to a number of
context-specific roles, i.e. roles that are related to mutual behavioral expectations specific to a
certain policy area, country, or geographic region (Harnisch 2011). For instance, Japan always
adopted a behavior in the postwar period that aimed to keep a stable relationship with the US and
to share values with the US in a follower role in world affairs. In economic terms, it meant that
Japan always refrained from adopting protectionist policies that could impede the penetration of
Japan’s market. In return, Japan’s expectation was that the US would keep its commitment of
protection in matters of security. In the case of the other alter-parts, the traditional expected role
is that Japan will never attempt to change unilaterally the postwar political status quo in East and
SEA. Likewise, Japan will keep its promise to China to separate business from politics and to
focus on mutually profitable business relations and to help China’s economic development. This
means that Japan will do its best to avoid escalation of the territorial conflict on the Senkaku/
Diaoyu Islands and will not interfere in the South China Sea affairs.

The extent to which meta-roles and context-specific roles coincide with the alter-parts’ demands
and expectations is important because discrepancy is a source of inconsistency and subsequent
conflict if the respective expectations are not matched. Even if Japan considers its role conception
correct and responsive to the alter-part’s role demand, the conception may not be mirrored by
others’ role expectations. In the postwar period, it can be said that little role inconsistency appeared
internally or in the relationship with the key alter-parts but the extent of Abe’s initiatives is such that
it may be worthwhile to examine whether changes will occur as a result.

2. Application of role theory to Abe’s Administration

The first Abe administration (September 2006 to August 2007) and value-oriented
diplomacy

The US devoted itself to promoting global democracy at the end of the Cold War. To serve this
purpose, it promoted the so-called ‘democratic peace’ idea. The rationale of the claim was that no
war is likely to erupt between democratic states. Values and ideals came to occupy a prominent
position in international politics. At the beginning of the 21% century, neo-conservatist proponents
in the Bush administration supported again the spread of freedom and democracy (Hosoya 2011).
Diplomacy changed from the pure pursuit of national interests to spreading values the country
supports. Those ideas became popular in Japan’s conservative camp which went with the flow. At
the 2006 Japan-US summit, Prime Minister Koizumi and President Bush issued the ‘Japan-U.S
Alliance of the New Century’ declaration that stated ‘The United States and Japan stand together
not only against mutual threats but also for the advancement of core universal values such as
freedom, human dignity and human rights, democracy, market economy, and rule of law. These



The First and Second Abe Administrations’ Foreign Policy from a Role Theory Perspective 11

values are deeply rooted in the long historic traditions of both countries (MOFA 2006). Liberal
democracy became a key term in Japan’s foreign policy which led to the promotion of ‘value-
oriented diplomacy’ and to the ‘arc of freedom and prosperity’ — called ‘diplomacy of a bird’s eye
view of the globe’ in the second Abe administration. Those concepts were used as a normative
justification to highlight the Abe administration’s international position (Hosoya 2011).

Then foreign minister Aso (2006) defined ‘value-oriented diplomacy’ as foreign policy
based on the principles of the declaration at the Japan-US Summit in 2006. The intention was to
further anchor Japan in the democratic camp. The term the ‘arc of freedom and prosperity’ was
used to specify the geopolitical areas that are supposed to be covered. The Democratic Party of
Japan administrations (2009-2012) did not promote those ideas but the importance of democracy
and values in diplomacy are present again in the second Abe administration.

The Diplomatic Bluebook specifically mentions that ‘Japan will strengthen cooperative
relations with countries with which it shares universal values and strategic interests’ (NSS 2013:
23). The intention is to show, for the first time since the end of the Second World War, that Japan
can be a ‘torchbearer’ for universal values and an Asian ‘thought leader’. After the lull of the
Second World War period, it is presented as a normal evolution for a country with a long history of
democracy, respect for human rights and for the rule of law (Taniguchi 2010: 3). Promoting those
concepts was an opportunity to play the roles of a reliable democratic security partner and for a
world/regional leader engaged in strengthening ties with the US and with other democracies. It
indicated that Japan should play a role not only for itself, but also for the region. In his book, Towards
a Beautiful Country, Abe (2006) writes about closer relationships with Australia, India and the US.
He suggests a regular meeting to discuss how to expand universal values to other countries in their
region. Through such diplomatic activities he expects Japan’s roles to gain importance in world
affairs. Furthermore, Abe (2012) also launched the idea of the ‘Democratic Security Diamond’
that is indirectly related to his China policy. The objective is to compose a diamond consisting of
Japan, Australia, India, and the US (Hawaii) to address the territorial disputes in the East China Sea
and the South China Sea. As Abe argues, Japan is an important maritime power and an advanced
democracy, different from China in this respect. It justifies the idea that Japan must connect values
and foreign policy, and favor relationships with partners sharing them.

The Second Abe administration (26 December 2012 to 31 December 2016) and
proactive pacifism

During the first administration, Abe committed himself to changing NRC fundamentally with
the slogan of ‘escaping postwar Japan’, in the sense of moving beyond the mercantilist and
passively pacifist Yoshida doctrine (Singh 2016: 595). To adopt a more proactive behavior inside
the Japan-US alliance was the key point on Abe’s agenda (Abe 2006). In this line, Japan has
pursued its self-defense stance in the first and second Abe administrations, through constant
upgrading of the Self Defense Forces’ (SDF) technical capacity and increased interoperability
with US forces in the first and second Abe administrations. The proposals of Abe went farther to
the point that critics say that they aimed at redefining Japan’s concept of self-defense to a degree
that goes toward reinforcing Japan’s military ‘normalization’ (Weston 2013: 172). During that
period, the Defense Agency became a ministry, Japan concluded its first security agreement
outside the US-Japan Security Treaty with Australia, and strong support was given to NATO
activities in Afghanistan (Yasutomo 2014).

During his second administration, Abe stopped advocating escape from the postwar period and
named his assertive foreign policy ‘proactive pacifism.’ This can be interpreted as the willingness
to have Japan move away from a passive to an active defense policy (Shi 2016). Role theory
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tells that actors are able to redefine their role conceptions in all circumstances (Holsti 1970). As
a result of the complex socialization process it is possible that Abe’s initiatives will eventually
lead to the emergence of new roles. This could mean the shift away from and disappearance of
some traditional roles to the emergence of a different role-set. Although significant changes have
not been observed yet, an analysis of the current moves seems to indicate that Abe is willing to
alter the behavior and identity of Japan away from the passive international security approach
that limited involvement in world affairs. This process of the socialization of diplomacy can
have an impact on actual cooperation and conflict among states. Drifting away from a role-set
that fundamentally satisfied all alter-parts, Abe’s initiatives are bound not only to create role
inconsistency and even conflicts with some of them but they could also be perceived differently
by each of them. The US and the other democracies could welcome Abe’s proactive pacifism
as a proof of his reliability as an ally. However, China and traditional pacifists in Japan could
consider it unwelcome assertiveness and an expression of nationalistic sentiments (Drifte 2014)
that break the postwar role proscription of non-militarism. So far, Abe has implemented some
important security policies and they are described in detail in the following.

Four pillars of Abe’s security policy as a reliable and faithful ally
a) The Secret Information Protection Act and the National Security Council (NSC)

With proactive pacifism, the Abe administration has developed a new security policy to ease
the military constraints that are built on four pillars (Sakaki 2015: 6). In November 2013, a
new law dealing with state secrecy was enacted to ensure a better control by government of
security information. The law designates as state secrets 23 types of information related to
counter-terrorism, defense, and diplomacy. Rejecting public concerns, the law allows for alleged
information leaks to result in severe penalties to those who violate the law and impose rules that
lead to the regression of Japan’s postwar democracy, Abe insists that the secrecy law is a crucial
precondition for the NSC to operate efficiently (Maslow 2016). The NSC is designed to function
as a control institution of Japan’s foreign security, integrating information among key security
agencies in order to facilitate the implementation of its foreign policy and defense initiatives
(Yachi 2013; Hughes 2015).

b) National Security Strategy, National Defense Program Guideline, ODA and arms
transfer policy

In December 2013, the government released a new National Security Strategy (NSS) (Prime
Minister of Japan and His Cabinet 2013) with the aims of redefining Japan’s international role,
calling for the reinforcement of Japan’s defense capabilities, rejecting ‘status quo by coercion’
imposed by China and advocating the need for US ‘rebalancing’ to the region (Prime Minister of
Japan and His Cabinet 2013: 8). The NSS refers again to an international order ‘based on rules
and universal values, such as freedom, democracy, respect for fundamental human rights, and
the rule of law’ (Prime Minister of Japan and His Cabinet 2013: 21). It outlines Abe’s perception
of what should be done with a group of countries that shape international rules and norms, and
contributes to the stability of the global security environment (Yuki 2013).

In this line of thought, Abe replaced the 1967 ‘three principles’ of the Sato administration
(1964-1972) that virtually banned arms exports with ‘three principles on transfer of defense
equipment and technology’ in March 2014. This portends the end of the self-imposed ban on arms
exports and the participation in joint defense research to strengthen military capabilities in the long
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term. It allows joint development of military equipment with countries such as the Philippines and
Vietnam (Carr and Wallis 2016). In February 2015, the Abe cabinet approved a new ‘Development
Cooperation Charter’ that replaced the 2002 Official Development Assistance Charter as a guide
for Japan’s aid policy for developing nations. The new Charter stipulates for the first time that ODA
to foreign military forces is allowed as assistance in disaster relief, anti-terrorism and anti-piracy in
the name of law enforcement issues (Asplund 2015; Sakaki 2015: 20; Hughes 2015).

Abe also revised the National Defense Program Guidelines and Mid-Term Defense Plan in
2013. Based on the 2010 “dynamic defense forces” concept, it calls for change in force structure
and deployment to reinforce naval and air forces. As Japan wants to strengthen its surveillance
capabilities vis-a-vis China, the plan includes among others the procurement of 52 amphibious
landing vehicles and three Global Hawk surveillance drones along with a large budget increase
for paramilitary coast guard (Maslow 2016).

¢) Reinterpretation of Article 9

In his second administration, Abe reinterpreted Japan’s constitution to allow collective self-
defense in July 2014 and to open the way for an active role within the alliance with the US and
other partners. In this respect, he seems to renounce the constitutional revision’s stance of his
first administration (The Japan Times 2 July 2014; Hirata 2016). The policymakers’ own images
of the appropriate orientations or functions of their country toward the external environment or
inside it are included in NRC (Holsti 1970: 245-246). It is assumed that Abe desires Japan to
have different role conceptions, and consequently different foreign policy preferences. Making
wider use of Japan’s military capability and deepening security-related relationships with value-
sharing allies requires revising Article 9 or, at least, reinterpreting it (Nagy 2017). Like his
predecessors Abe considers the Japan-US alliance the cornerstone of Japan’s security policy.
Amending Article 9 would fulfill the US long time expectation of Japan playing a larger military
role (Akimoto 2013: 234-235), something that the Japanese were always reluctant to do.

Abe’s stance is inherently revisionist (Fisher-Nielsen 2016). Indeed, he began his new term
in 2014 by reiterating his intent to revise Article 9 and to remove the constraints that it had
imposed (Carr and Wallis 2016). Assisting an ally under attack is a fundamental right of any
nation, but the conventional interpretation of the pacifist constitution considers it beyond the
‘minimum necessary’ use of force and Japan has been unable to exercise this right so far. Since
his first administration, Abe has attempted to build role location, the interactional process by
which an actor locates itself and the other in the social structure, that is different from previous
administrations in this respect. He feels emboldened because he perceives that support for the
traditional pacifist roles, in the passive sense of the role, leading to the quasi impossibility of
the SDF to be utilized efficiently and effectively, has gradually declined since the Cold War.
However, he is aware that it has not declined to the point of a revision of the Constitution being
easily accepted (Miyamoto and Watanabe 2014). It is difficult for the Liberal Democratic Party
(LDP) alone to achieve the two-third majorities necessary to amend the Constitution, either in
parliament or by referendum. Therefore, he limited himself so far to cautiously reinterpreting
Article 9 and gradually increasing the visibility of Japan’s security-related foreign policy. Rather
than eschewing international conflicts, Abe seeks to engage with like-minded countries without
amending the constitution to change Japan’s NRC.

As an example of willingness not to adopt a high profile in security affairs, the new
interpretation of collective self-defense in 2014 is a compromise with the New Komei Party
(NKP), reached after a severe debate. It limits collective self-defense to helping a country with
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close ties against which armed aggression was directed and when it results in a threat to ‘Japan’s
survival and poses a clear danger to fundamentally overturn people’s right to life, liberty and
pursuit of happiness’ (MOFA 2014a) there is no page in the website. Thus, collective self-
defense is allowed if Japan and Japanese people are concretely under threat (Sakaki 2015: 18).
In addition, the exercise is limited to situations where no other means of survival are available
(Sakaki 2015: 18; Nakanishi 2015: 413). Thus, it preserves the tenet of an exclusively defense-
oriented policy fitting to the identity of non-military pacifism. Abe probably perceives a window
of opportunity to push his agenda of revision of Article 9 as a result of North Korea’s nuclear
development and China’s expansionism (Hasebe 2017). It fits the desire to fulfill the role of
faithful ally but enlarging roles and missions of the SDF conflicts with the NKP and public
opinion over non-military pacifism meta-role.

The basic principles of not becoming a military power that poses a threat to other countries,
and the observance of the ‘three Non-Nuclear Principles’, i.e. neither possessing nor producing
nuclear weapons nor allowing third parties to bring such weapons into the country is maintained
(NSS 2013: 3). During the first administration, Abe confirmed that Japan would maintain its
commitment to the three non-nuclear principles and would never enter the nuclear weapon
race. He purposefully reaffirmed those principles soon after the North Korean nuclear test on
October 9, 2006. In doing so, he wanted to reaffirm Japan’s pacifist credentials even in the case
of political tension. In addition, Abe consistently announced that Japan aimed for worldwide
nuclear disarmament. Nevertheless, Japan has asked the US to provide the nuclear umbrella as
a principle of ‘extended deterrence’ since the signing of the security treaty (McCormack 2016).
Japan abstained when a UN resolution on the ‘no first use’ of nuclear weapons was brought
forward in 1998. During the second administration, and following the 2014 Vienna Conference
on the Humanitarian Impact of Nuclear Weapons, a ‘Humanitarian Pledge’ outlawing the use
of nuclear weapons was endorsed by 159 countries (by August 2015) but not by Japan. In May
2016, US President Obama and Prime Minister Abe reiterated their commitment to nuclear
disarmament, but Japan once again voted against a resolution of the First Committee of the
UN General Assembly, in the same year, that launched the process of forbidding possession
or use of nuclear weapons (McCormack 2016). This indicates that as long as Japan refuses to
possess nuclear weapons, it relies on US nuclear deterrence (Mochizuki 2007: 305). Therefore,
it confirms that Japan’s non-military pacifism (including anti-nuclear) has been maintained under
the condition of US extended deterrence.

d) New Guideline and New Security Laws

The Abe administration and the US revised the 1997 US-Japan Defense Cooperation Guidelines
for tighter bilateral cooperation in April 2015. Coinciding with Abe’s US visit, the 2+2’
Defense and Foreign Ministers’ meeting finally revised the defense cooperation guidelines. The
new guidelines allow Japan to intercept missiles targeting the US. The area where the SDF
can provide support under the US-Japan security treaty has been extended to ‘Asia-Pacific and
beyond’ and the word ‘regional contingencies’ was deleted. It now potentially allows greater SDF
participation in military activities with the United States transcending the original boundaries on
the use of force by the SDF (Craig 2016).

The security laws can be considered an incarnation of these new Japan-US guidelines.
The New Security Act that took effect in March 2016 is presented as a ‘peaceful security legal
system’. Its main points address issues in relation to protecting the lives and peace of Japanese
people. Therefore, the law is once again based on the concept of proactive pacifism, meaning
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that it does not challenge Japan’s pacifism. Based on the New Security Act, the Diet revised ten
security-related laws', the most prominent of which are: the Law on a Response to Contingencies,
enabling the aforementioned Japan’s exercise of the right to collective self-defense; the Law to
Ensure Security in Contingencies Significantly Affecting Japan - replacing the 1999 Regional
Contingencies Law - designed to bolster Japanese non-combat logistical support for the US, and
also other states, regionally and globally — the use of this latter term meaning that there is no
geographical restraint. The revised International Peace Support Law, which removes the need for
Japan to enact separate laws for each SDF dispatch providing logistical support to multinational
forces and enabling the SDF to use force during PKO missions in the pursuit of certain duties
rather than solely in self-defense (Hughes 2016: 143; Akimoto 2016: 143).

In this way, Japan puts some importance on multilateralism, taking on responsibility in the UN.
However, the SDF activities remain constrained despite the new legislative arsenal. The revised
International Peace Support Law is based on five PKO principles®. The SDF are not permitted to
provide logistic support, as well as recovery and humanitarian support in places where combat
activities are actually being conducted. If fighting were to break out, they would have to withdraw.
The position of the NKP is that the new legislation does not change the position of war renunciation
and exclusively defensive security policy. The laws thus deny full-fledged participation in collective-
security measures involving the use of force such as in the Vietnam War and in the Afghanistan War
even if the US requests it (Fisher-Nielsen 2016; Akimoto 2016: 156-157).

3. Regionalism, historical issues and Japan’s role

Japan’s role as a free trade promoter

Since the 1990s, Japan’s policymakers are hesitant to choose between East Asian and Asia-
Pacific regionalism. Japan’s NRC in this respect is well defined by constant attempts to keep a
balanced position and to take advantage of it economically and politically (Watanabe 2011). As
pointed out before, Abe wants to expand the scope of foreign policy to give Japan an important
and responsible role in the world, something that he perceives to be what alter-parts expect from
Japan in terms of role demand. Under his helmsmanship, Japan intends to be involved in many
economic organizations not only because it can contribute to economic development but also
because Japan conceives its role as a counterbalance to China’s economic and political rise in
Asia. In this regard, the TPP involvement is a turning point of Japan’s policy related to free trade
agreements in Asia-Pacific (Sohn 2015: 357). First of all, Japan decided to take part for economic
reasons, i.e. to help Japanese companies retake ground in a region where regional linkages largely
developed owing to these companies since the 1970s but where China has recently been getting
the upper hand. To dominate the TPP with the US would make Japan a rule-making regional
leader putting emphasis on multilateralism and respect for the law to protect the market economy
in all areas of trade and investment in the region. Once again, the emphasis on values is put to the
fore. Respect for those principles is considered to create points of difference with China whose
trade policy is presented as mercantilist. Other member countries can be expected to relish the
possibility to do business in a predictable and safe business environment where the interests of
all are respected. Japan presents itself as being able to create such an environment while China

! See Akimoto’s article (2016: 143) for more details on the bill.
2 See MOFA’s website (2013) http://www.mofa.go.jp/policy/un/pko/issues.html for more on Japan’s PKO
principles in detail.
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cannot or is not willing to do so. Concurrently, the economic bloc’s frontiers would coincide
with security because some of the would-be participants are key allies and strategic partners
of both Japan and the US, and others such as Vietnam and the Philippines, feel threatened by
China. Thus, the economy-security nexus and the linkage to Japan’s strategic national interests
are evident beyond trade matters (Huang 2015). China’s Regional Comprehensive Economic
Partnership (RCEP) precludes US membership and its dominance would mean further lowering
of the US presence in Asia. Thus, it would counter Japan’s support for continuation of the US-
dominated East Asian order against China’s quest for its own regional domination (Yachi 2011;
Murakami 2015; Zhang 2016). The RCERP is likely to develop whatever the circumstances which
force Japan to reposition itself. Japan is the only country that could be signing both agreements.
However, China will dominate the RCEP and Japan’s influence is likely to be lower than in
the TPP. Moreover, the RCEP rules can be expected to be looser than the TPP ones. Therefore,
Japan is bound to be unable to differentiate itself thanks to superior standards of governance at
state and company levels. China’s maritime claims in the Western Pacific are a concern because
they threaten Japan’s economic and security presence in the region. From both the military and
economic perspectives, Abe needs TPP members’ support to contain China and the agreement is
a structural factor in the current Japan-US-China relationship. Thus, it may have a great impact
on China’s perception and response to Abe’s foreign policy (Zhang 2015: 435) in a role theory
perspective. However, Japan needs to be careful not to be a destabilizing factor in SEA. No SEA
country wants to be forced to choose between Japan and China and it could create a role conflict
with Japan® if these countries perceive its foreign policy as arousing tensions that could force
them to take sides (Interview with Professor Fukushima, 19 July, 2017). However, the TPP deal
is now in limbo as the new US administration decided not to enter the agreement (Pugliese et al
2016). In November 2017, a number of countries seemed to be ready to revive the TPP agreement
under the aegis of Japan, without the US. However, it will be hard to reach an agreement. Some
countries such as Chile, Australia and Singapore are ready to compromise but others such as
Vietnam, Malaysia and Canada made compromises on the condition of larger access to the US
market. Therefore, the agreement, without the US, is less attractive without the US for them and
they are already showing reluctance to conclude an agreement on the same terms. Thus, it seems
unrealistic to expect a rapid conclusion. It would likely take years of protracted negotiations
before a reasonably attractive agreement could be concluded. But for Japan the economic and
political stakes are indeed high (Reuters 9 November 2017). A failure to put the TPP in force
would be a major setback. It could furthermore marginalize Japan in shaping the new economic
order. It would leave the country with many fewer international linkages than South Korea and
China (Pempel 2015: 373) and would force Vietnam and other countries to come closer to China.
Still, despite the willingness of Japan to contain the rise of China, Japan cannot ignore the
interdependence of the Japanese and Chinese economies. Therefore, there is a limit to the
defense of liberal democratic values and Japan wants to continue to keep politics separated from
economics. While linking the TPP to security and values, it also wants to develop strategic economic
relations with China. This is not completely new as the agreement between both governments in
2006 to realize a ‘mutually beneficial relationship based on common strategic interests’ (MOFA
2008 there is no page) testified that the two countries did not want their relations to be emotion-
laden. So, Abe’s current policy is a continuation of the previous one (MOFA 2014b).

> Del Rosario, then Foreign Secretary of the Philippines, expressed its support for Japanese rearmament
in order to contain China’s hegemonic behavior (Bello 2013). Still, it is not so straightforward because
Duterte, current President of the Philippines, added that he wanted to be friends with China when he
addressed Japanese businessmen in Japan (The Japan Times 26 October 2016).
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Historical role demand and Abe’s role enactment

Disputes related to historical issues in Northeast Asia are not new. During the Cold war, periodic
cooling and warming of relationships between Japan, South Korea and China over historical
issues such as the ‘comfort women’ issue, the Senkaku/Diaoyu territorial dispute and Japan’s
war atrocities were common features accepted as a fact of life. Japan began to try to earnestly
tackle them for good in the 1990s, with some ephemeral success. By the late 1990s, Japan
and South Korea appeared to move toward lasting reconciliation. The Kono and Murayama
statements* seemed to appease the tension. China and Japan were happy with their fructuous
economic relations. South Korean, Chinese and Japanese policymakers seemed to be willing to
prevent the hindrance from becoming a broader diplomatic agenda.

Since the early 2000s, however, historical issues threaten again the long-term attempts of
cooperation. One reason was Koizumi’s yearly visits between 2001 and 2006 to the Yasukuni
Shrine where tribute was given to all Japanese war dead but where 14 convicted war criminals
are also enshrined. Tensions over the visits spilled over into territorial disputes and other issues.
For both Korea and China, the control over disputed islands erupted with stronger force than
before. Korean leadership and media started again to link it to the colonial annexation of Korea,
while China argued that Japan’s control over Senkaku/Diaoyu was an extension of the Sino-
Japanese war of 1894-1895.

Role conflict dynamics can lead to nonlinear and unexpected outcomes if it spirals out of
control. Abe acknowledges the importance of historical issues. He recognizes that Japan must
come to terms with its history and to show it is ready to reduce tensions and avoid mutually
disadvantageous outcomes. For example, during his first administration, he did not visit the
Yasukuni Shrine. However, recent historical disputes, which have been restricted to being an
Asian issue until now, are of broader significance nowadays. Increasingly they have the potential
to disrupt the Japan-US relations as well. The US does not want Japan to put into question
the international order in the region that resulted from the Second World War, including the
territorial status quo and the acceptance of Japan’s war responsibility.

Abe’s ‘historical revisionism’ exemplified by attempts of constitutional revision, a proactive
security policy and his visit to the Yasukuni Shrine in 2013 resulted in Chinese criticism because it
was perceived as Japan’s willingness to reconsider the established vision of Japan as war aggressor
(Zhang 2015: 426). It has had a negative impact as well on East Asian cooperation. It can lead
to what China would consider provocation over the Senkaku/Diaoyu Islands. Indirectly, it could
also negatively impact the US perception of Japan’s reliability as an ally. Likewise, Abe’s position
on the Comfort Women issue that denies the fact that they were victims of forcible conscription
(Financial Times 6 May 2015) continues to undermine Japan’s relationship with South Korea. This
makes the task of coordination of military collaboration with the US more complicated. In the case
of emergency, it may threaten attempts to present a unified front against the enemy.

In the terms of role theory, proper enactment of roles usually leads to positive reaction,
and negative valuations are placed on actors who fail to perform appropriate roles from their
alter-part’s viewpoint (Harnisch 2013). Japan upsets China when it tries not to enact its role as a
country deeply reflecting on its past behavior in having its leaders visiting the Yasukuni Shrine.
It also receives US criticisms for that behavior (Zhang 2015; Hughes 2015; Maslow 2016).

* The 1993 Kono statement refers to the Chief Cabinet Secretary Kono apologizing to Korea for the
experiences of the comfort women and admitted the involvement of the Japanese army - and the 1995
Murayama statement refers to the apologies for Japan’s wartime colonial rule and aggression across Asia
(Pempel 2015: 376).
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However, despite his revisionist stance Abe is also willing to appease its key alter-parts. He does
not behave as if he wanted to revive militarism and trivialize war crimes. He opposed the right’s
challenge to the Murayama and Kono statements that, respectively, made explicit apology and
acknowledgement for the invasion and the coercive women’s conscription as sex slaves. With
the so-called ‘Abe Statement’ he sought to appease China’s historical sensitivities in putting
emphasis on postwar Japan’s positive role and his contribution to peace through his initiatives
(Pugliese 2015: 53).

Abe inherits a critical understanding of Japan’s history during the Second World War from

his predecessors. His initiatives reflect the difficulties in reconciling viewpoints in his attempts to
define and redefine what Japan did in the past and how this affects Japan’s roles in current world
affairs. It could become a source of role conflict, because all alter-parts, including the US and the
other democracies are likely to have negative reactions to the issue of revisionism. This creates
uncertainty concerning the role Japan intends to play in the region; it might put in question the US
legacy of building a democratic Japan, and it could rekindle feuds among US allies, notably Japan
and South Korea. A compromise is needed lest Japan loses its credibility as a main US ally in Asia.
Although Abe understands that he must appease China, South Korea, and the US, he cannot neglect
his constituency, i.e. the right-wing groups such as the Japan Conference and the Japan War-Bereaved
Families Association. They still expect revision of the Constitution and also push for reconsideration
of the postwar consensus about war responsibilities. For them, Japan must be given the right to
exercise military power to protect its national security interests. The current shackles prevent Japan
from recovering great power and international status (Larsson 2015; Hughes 2016: 133).
The heritage from the Second World War is likely to remain constitutive of how Japan thinks
of itself and its role in the world. The current political debates center on what historical legacy
means, and what they imply in international affairs today, i.e. how and to what extent it could
impact the Japanese NRC. Faced with international and domestic pressures that are liable to
lead to contradictions, Abe has to keep the balance for the moment so as they do not create
role conflict. If Abe is seen as a historical revisionist by Japan’s security partners, his security
policy may not advance smoothly. If Abe is seen as indecisive from the viewpoint of nationalist
supporters, he loses his support base. Still, whether Abe emphasizes pacifist and international
norms or makes concessions to his right-wing supporters, the question remains how to manage
both at the same time in a longer perspective, i.e. in which cases, under what conditions, and to
what ends he will have to shift the balance in one direction or another.

Conclusion

Using role theory concepts, notably in observing the evolvement of the traditional meta-roles
that have anchored Japan’s foreign policy in the post Second World War, it was possible to
observe behavioral changes in Japan’s position on important foreign policy related issues. An
examination of Abe’s foreign policy indicates a substantial role shift from Japan’s reluctant
approach to international security toward more assertiveness of its roles in the world. As regards
history, Abe tries to meet right-wing supporters’ role expectations but cannot proceed without
taking international and domestic expectations into account. Thus, his policy related to history
is cautious so as not to become an obstacle to his foreign policy. He makes symbolic gestures,
for example when he becomes the first Japanese Prime Minister to express his apologies to
Australian prisoners of war in the Australian Parliament (The Australian 9 July 2014), or when
he visits Pearl Harbor to express his condolences for the lost lives in Japan’s attack in 1941
(BBC 28 December 2016). The self-perception of Japan being pivotal in Asia is present in many
statements of Abe. Japan also seems to be more forward looking in the acceptance of the long-



The First and Second Abe Administrations’ Foreign Policy from a Role Theory Perspective 19

standing request from the US to contribute more to its own defense and to utilize its greater
security-related technical, legal and managerial capabilities more pro-actively in Asia. In this line
of thought, Japan has pro-actively acted as a reliable security partner to contribute to President
Obama’s ‘Pacific Pivot’ strategy of US rebalancing to the Asia Pacific region. Although Prime
Minister Abe has yet to revise Article 9, he rammed through his unilateral interpretation that
collective self-defense can be exerted. As for the economic/trade policies, Japan’s NRC about
the TPP is closely linked to its long-term interest in economic growth in the region that would be
beneficial to Japan. At the same time the objective of the TPP also seems to maximize politically
a leading position because the boundaries of the project coincide with that of a key security
partner, such as Australia, and include countries such as Vietnam and the Philippines that are
considered politically important in Japan’s policy toward China.

Abe is most likely to strengthen its philosophical orientation of active cooperation with other
nations as shown by his stress of Japan’s significant international role in the postwar period. He
plans to have Japan confirm its ‘forward-oriented’ attitude through his proactive pacifism concept
(Pugliese 2015: 50). In terms of role theory, it does not seem that Abe’s initiatives are questioning.
The key postwar NRC. As argued by Abe himself, the differences fall in the realm of how best
to interpret and to pursue existing role conceptions, rather than concerning the role conceptions
themselves. The core norm as a non-militarist pacifist state is unlikely to change but the meaning of
what the components imply as acceptable behavior seem to be at stake because of Abe’s initiatives.
A deeper understanding of the ego-part and key alter-parts’ reaction to Abe’s claim and a subsequent
assessment of the impact on NRC requires the use of an empirical method such as a qualitative
content analysis for further research. Analysis of political leaders’ speeches, for example, clarifies
what roles the country is eager to play. As Holsti wrote, language and actions signal expectations
(including prescriptions and proscriptions) of the other actors and the NRC can be expected to
cover them (Holsti 1970: 245-246). Therefore, it is necessary to examine speeches concerning
Japan’s duty, responsibility, and the obligation of Japanese and foreign political leaders and, if
necessary, their aides. In doing so, it should be possible to observe more precisely the possible
changes in the key traditional meta-roles mentioned in the text. It may also be possible to deepen
the knowledge of Abe’s foreign policy in examining the case of context-specific roles between
Japan and foreign countries on important issues, such as the Japan-US alliance, and the Senkaku/
Diaoyu Islands territorial dispute between Japan and China.
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Abstract Most advanced economies are facing demographic change, but all eyes are on Japan
as the country holds the vanguard role in this issue with its very low birth rate and the highest
life expectancy in the world. This paper aims at giving an insight into the possible impacts of
demographic change on Japan’s economy. At the same time, it investigates the influence of possible
policies that can be implemented to address the issue. A special focus is on the attempt to increase the
female labour participation rate as this approach is already part of Japan’s economic strategy under
the broad heading of ‘Abenomics’. These policies are ultimately aimed at invigorating economic
growth in Japan. To show the impact of demographic change and an increase of the female labour
participation rate, a simple Solow-Swan-model is used and adjusted accordingly.

The paper is structured as follows. First, it will give an insight into the theoretical
implications of demographic change, in a first section. This will be followed by an analysis of
the gender issue as having an important role in this change. In a third section, the paper will
look at the possible benefits arising from increasing the female labour participation rate and it
will finish with some concluding remarks.
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Demographic Dhange in Japan
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Demographic change in Japan — theoretical implications

The demographic situation in a country is characterised by the relationship between three
groups in the population: the working population, the elderly and children. The structure of the
population has therefore a large impact on economic growth. On the one hand, a rising number
of elderly people increases the demographic burden through pension and health care costs,
which have to be absorbed by the working population. If the share of the elderly in contrast to
the share of the working population increases, an intergenerational imbalance appears (Aoyagi
and Ganelli 2013) with the younger generation bearing a heavier fiscal debt than the older
generation. On the other hand, low birth rates imply the increase of this intergenerational
imbalance in the future, as there are not enough people to backfill the labour force. Hence,
an increasing share of elderly people and a decreasing birth rate can be seen as the two edges
of a sword named ‘demographic change’ that threatens most developed economies. Although
these are problems that most advanced economies have to deal with, all eyes are on Japan as
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the country holds the vanguard role in these issues with its very low birth rate and the highest life
expectancy in the world. The year 2005 marked a watershed for Japan regarding its demographic
situation as the rate of the natural population change was negative for the first time and it has
remained negative since (Statistics Bureau 2017)." According to Cabinet Office projections, the
population is forecast to shrink by over 30 per cent from 127 million in 2014 to just 87 million
by 2060 (Matsui et al. 2014). In combination with the fact that Japan has the highest level of life
expectancy in the world (Statistics Bureau 2017), the Japanese population is not only shrinking
but aging as well. By 2060 the share of the elderly, defined as persons aged 65 and above, is
estimated to reach almost 40 per cent, whereas the proportion of children below the age of 14, is
under 10 per cent, as can be seen in Figure 1.

Figure 1. Population forecast for Japan (2013 — 2060)
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Source: own illustration based on data of Matsui et al (2014).

The rapidly rising amount of elderly people implies soaring pension costs and rising healthcare
burdens. This is one reason why Japan’s fiscal debt has exceeded 250 per cent of its GDP in
2017 (Statistics Bureau 2017). Public pension costs have been accounting for more than 10 per
cent of GDP since 2011 (OECD 2017a). On the other hand, the declining birth rate and thus
the decreasing proportion of children will have a massive impact on the evolution of the labour
force, which is defined as the group of people aged between 15 and 64 years. Its share accounted
for 60.3 per cent of the entire population in 2016, but it is projected to shrink to 51.8 per cent by
2050 (Statistics Bureau 2017). Japan is about to face “the sharpest labour force decline among
advanced economies” (Steinberg and Nakane 2012: 4), as shown in Figure 2.

Many industrial sectors are already suffering from acute labour shortages. The current
overall ratio of effective job offers to applicants is at a high 1 to 1, whereas in labour-intensive
sectors such as security services, construction and mining, the ratio is at a much higher level
of 3 to 5 meaning that there are 3 to 5 jobs available for every applicant (Matsui et al. 2014).
A shrinking workforce could drastically lower the domestic economic output and thus GDP
endangering thereby economic growth. This has partly explained why Japan has already handed
over its ranking as the second biggest economy in the world to China (Steinberg and Nakane
2012). Furthermore, a shrinking population does not stimulate consumption and does not thus
help to ease Japan’s deflation problems (Matsui et al. 2010).

! This rate records the number of births minus the number of deaths in a country and in a year.
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Figure 2. Population forecast - Japan in comparison with other nations (1980-2050)
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Source: own illustration based on data of The World Bank (2017).

While a shrinking workforce and a rising share of elderly people appear as manageable problems
when dealt with separately, the two issues lead to massive economic implications when they happen
together. For clarification, it makes sense to have a closer look at demographic dependency ratios.
First of all, the “elderly dependency ratio” shows the relationship between the elderly and the
economically active population (dependents per 100 people of working population). This ratio
is estimated to increase by 79 per cent from 24 dependents per 100 workers in 2000 to 43
dependents per 100 workers by 2025 compared to a 52 per cent average increase in the OECD
countries (CESifo 2003). The high increase is mainly due to the combination of the retirement
of the so called first “baby boom” generation (e.g. people who were born after World War 11
in 1947-1949) and the aforementioned decline of the workforce due to low current birth rates.
By 2050, the ratio will have risen further to 56 dependents per 100 of workforce. Although the
increase will have slowed down a bit compared with the enormous surge between 2000 and
2025, it will still rise above the OECD average (CESifo 2003).

The “total dependency ratio” takes into account the fact that the economically active
population does not only have to care for the elderly but for children as well. With the estimated
86 dependents per 100 workers by 2050, Japan displays one of the highest total dependency
ratios in the world even above the OECD average of 72 dependents per 100 of labour force, -
although this is already the highest region’s average in the world (CESifo 2003). Estimates for
2050 show that only higher amounts can be found for some countries within Europe (CESifo
2003). Although Japan will not stand alone with its demographic problems, the country will be
hit earlier than other countries.

As the demographic burden of children is lower than that of the elderly, the “needs weighted
dependency ratio” is an adjustment of the total dependency ratio by applying weighting
techniques. It assumes that the demographic burden of elderly people is three times higher than
that of children. Even with this measure, which lowers Japan’s demographic burden massively,
Japan still ranks highly above the OECD average (CESifo 2003).

The first important implication of these demographic trends is in terms of output growth
and of growth theory. The standard Solow-Swan-model augmented with a dependency ratio
for taking into account the age structure of the population, referred to as the “Model of Silver
Growth” (Weber 2010), is used in this paper. The Solow-Swan-Model was originally composed
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for economies with a growing population but the assumption that the whole population is
working will be changed by incorporating the dependency ratio.

A simple Solow-Swan-model using a Cobb-Douglas-function (Mankiw 2016) augmented
by the factor of exogenous technology progress shows the growth perspective for economies
that have reached the steady state (Gértner 2009 and Acemoglu 2009). For simplification, it is
assumed that the production function has constant returns to scale:

Y = AK“LF (1
with Y denoting production; K capital; L labour; and 4 technology progress and with =1 - a
and0<a</1.

By 2016, more than half of the Japanese population had completed tertiary education
(OECD 2017b) thus it is sensible to augment the Solow-Swan-Model even further with a human
capital term so as not to neglect an important input factor. Human capital is related to each
worker and therefore it is not an exogenous variable. Studies show that there is a significant
positive effect of secondary and higher education on growth, whereas primary education is
indirectly growth-enhancing since it is a precondition for higher education (Barro 1997). The
new production function becomes:

Y = AK*(hL)? with h = average human capital per worker 2)
which can be re-written as:
Y = AK*(hL )" 3)

Given that the total population (N) is composed of the labour force (L) and of dependants (D) or
given that N = L + D, it follows that the dependency ratio can be expressed as follows:
D _(N—L)

Dependency ratio: 0=, =" “)
The share of the labour force (L/N) can be written as:
Lo(AY o (L2D) s agrt = L
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GDP per capita can be expressed as: 6)
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To see how the dependency ratio affects the term, the first partial derivative with respect to is
used as follows: (7
ai
L V_°N _ g1 (-1 _
(GDPeapita) 20 AK% 1@ *( R +t9)2 ) <0

Since the first factor is positive and the second is negative, the overall product in equation (7)
is negative. As this represents the slope of equation (6a) it is demonstrated that the dependency
ratio has a negative impact on the term.
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Consequently, a higher share of dependents lowers economic growth, but the final impact on
economic growth depends very much on the other variables. Generally, a declining workforce
(and concomitantly an increasing dependency ratio) can be compensated for by an increase in
technological change or/and in physical capital (Gruescu 2007).

Explaining demographic problems in Japan — The gender issue

Japan has long been the synonym of economic performance and growth. As it has only few natural
resources, Japan has always made a successful use of its population as an input factor. The Japanese
employment system has gained the reputation for being unique and for being at the heart of Japan’s
economic success. To understand how such a famous system can be affected by adverse demographic
trends, it is important to understand the system’s mode of operation. The Japanese employment system
was established in the post war period and it was based on the principle of life-long employment
security combined with seniority-based wages. These attributes are still enjoyed today by regular
employees. They have the advantage of secure full-time contracts until the mandatory retirement
age, and of benefits from annually increasing wages. Furthermore, they benefit from intensive and
continuous on-the-job-training so as to build up a multiple-skilled workforce. In return, the employees
accept long working hours, frequent job rotation and even relocation to undesirable locations willingly
(Yashiro 2011). Additionally, company unions, - instead of trade unions on a sectoral basis -, engage
in annual wage bargaining in order to maintain harmony between employer and employee. Wage
compensation for regular employees is given by bonus payment twice a year accounting for up to 40
per cent of the annual wage (Fortin and Sicsic 2009). Promotion is based on loyalty and granted to
those who show the most effort (Yashiro 2011). The effort is often measured by the time the employee
spends dealing with the company’s issues, whether in the office directly or during his/her free-time.

Since the 1980s, a new cohort of “non-regular” employees has been on the rise; these workers
either have part-time or open-ended contracts, or are not directly hired by the employer or have a
status which is a combination of these three (Aoyagi and Ganelli 2013). They have lower wages and
enjoy less promotion perspectives, although they carry out mostly the same work as regular workers
(Jones and Urasawa 2011). In general, they enjoy fewer benefits than their regular colleagues and
they support a core workforce of regular employees by ensuring flexibility depending on the business
cycle. This employment system has been important to ensure employment stability and to contribute
thereby to a welfare society in Japan. Hence, the general view in Japan is to hold on to this system
(Yashiro 2011) although it leads to a divide on the labour market. As shown in Figure 3, the share of
non-regular employees has almost constantly increased since 1984.

Figure 3. Shares of employment types (1984-2017)
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The divide appears across several characteristics of the population. First, the male labour
participation (MLP) of the key productive cohort of 25-60 years is extremely high averaging
95 per cent with 90 per cent of these being in regular employment (Macnaughtan 2015). Figure
4 shows that the majority of men are in regular employment, whereas the majority of women
in most age groups are not, with younger and older men more likely to be non-regular workers.

Figure 4. Employment Pattern by Gender and Age (2016)
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Source: Statistics Bureau (2017), Tokyo.

These findings raise the question as to whether non-regular employment is chosen or imposed
upon. Figure 5 shows that many women stop working at the end of their twenties and this
pattern is already well-known as Japan’s “M-curve”. Whilst the dip in the M-curve has
flattened during the past two decades, it is still obvious.

The flattening is partly due to the increasing share of non-regular employment. With
respect to the fact that the current female average age of first marriage is 29.4 and the average
age to have the first baby is 30.7 (Statistics Bureau 2017), it seems that women interrupt their
employment for becoming wife or/and mother. Almost 70 per cent of women drop out of the
workforce after giving birth to their first child (Matsui et al. 2010) and 43 per cent of these
women return to work later in their lives out of the 77 per cent in total that wish to return
(Matsui et al. 2014).

As continuous occupation is conditional for regular employment and thereby for building
up a career, these interruptions are the reason why the share of regular employed women is
low, and why they do not achieve a high position. According to the 2017 Global Gender Gap
Report, Japan’s female to male ratio of legislators, senior officials and managers levels is only
at 0.14. An even worse image appears in the ratio of women to men in parliament. Only every
tenth parliamentarian is female (WEF 2017).
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Figure 5. Labour Participation by Gender (2016) — Japan’s “M-curve”
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The reason behind these patterns can be traced to the Japanese model of femininity, which
dates back to Confucianism, stating that women belong to the home and are responsible for the
family (Ianacone 2015). Several surveys confirm that this point of view is still valid to date,
even among the younger generation (Macnaughtan 2015).

By keeping these traditions, several beliefs have solidified with enormous consequences for
women. Of special note are “Sansaiji shinwa” (“the three-year-old myth”), which emphasizes
the importance for children’s development to be cared by their mothers during their first three
years of life, and "kyoiku mama* (“education mum?), that says that a child must have a mother
who monitors homework, gives additional educational tasks, provides home-made food daily
and keeps in touch with teachers and other mothers (Macnaughtan 2015).

Regardless to these myths, there were more than 21,000 children on waiting lists for
childcare facilities in 2014 (MHLW 2015). The lack of after-elementary-school-care has
become so serious that it was named “sho-ichi no kabe” (“the first-grade wall”), and that it is
seen as the main reason for female workers quitting their job in the eyes of the government
(Chanlett-Avery and Nelson 2014). Nevertheless, there are even less places for children under
two as they accounted for almost 85 per cent of the waitlisted children in 2014 (MHLW 2015).
These numbers are biased because they do not include children whose parents are on parental
leave or are not willing to accept any facilities (The Japan Times 2017).

Furthermore, the number of facilities offering care for ill children is low, so that in such
cases the mother has to look for alternatives like relatives or staying at home (Steinberg 2012).
Additionally, although Japan has some very liberal parental leave laws, only about 2 per cent
of new fathers made use of these laws in 2015 (WEF 2016). In addition, Japanese men spend
only about one hour per day on household and childcare (Matsui et al 2014).

Women are the care-givers with social responsibility for children as well as for the elderly.
The share of females quitting their jobs to take care of elderly relatives is much higher than
the share for their male counterparts, as shown in Figure 6. Even if the elderly are mentally
healthy and do not need nursing care, many of them need assistance with daily life issues as
they become less mobile with age.



32 Jana-Larissa Grzeszkowiak

Figure 6. Number of people leaving or changing their jobs for caregiving by gender (2012)
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As long as women are carrying the “double burden” (WEF 2014), meaning balancing sole
responsibility for the family and participating in the workforce, they cannot serve “the anytime/
anywhere performance model” of Japanese work culture. Although Japan already ranks among
the top places of annual worked hours (Matsui et al. 2014), it is not unusual for a worker to spend
even more time with colleagues in her/his free-time to strengthen office cohesion (Chanlett-
Avery and Nelson 2014). Due to the availability of new technologies, the working time has been
extended to 24 hours, 7 days a week (WEF 2014). If women try to serve this model fully, they
will not have time for a family, which will exclude them socially (WEF 2014).

Furthermore, women receive on average only 67 per cent of what their male counterparts
earn for similar work (WEF 2017). This is due to the duality of Japan’s labour market. The
discrimination is against non-regular employees, as they receive lower wages for the same work
and miss promotion perspectives by lacking training opportunities. But the truth is that almost
70 per cent of all non-regular employees are women and that they are in this position mainly
because of their gender (own estimation based on Statistics Bureau 2017). Additionally, there is a
lack of role models and opportunities due to the lack of female workers in higher positions (WEF
2014) as promotion is dependent on the “Sempai-Kohai-principle”, meaning a senior (sempai)
mentors juniors (kohai) and campaigns for them (Dietrich 1991). The only way to change this
is to achieve a critical mass of women in these positions (Scott-Gall and Manohar 2013). More
women quit their careers because of ‘push factors’: 63 per cent cite dissatisfaction with their
work and 49 per cent feel they are stalled in their careers. ‘Pull factors’ are less important with
only 32 per cent giving child-rearing as a reason (Matsui et al. 2014). So, women satisfied with
their career will ponder before giving up their career for motherhood. This is especially true since
the likelihood of a change from non-regular into regular employment is estimated at between 1.7
to 10.3 per cent chance depending on various factors such as age and previous types of contract
and work (Aoyagi and Ganelli 2013).

Moreover, unmarried women represent a higher share of regular employment than married
women (Aoyagi and Ganelli 2013). This is a reason for the increasing number of women deciding
to stay single. In 2015, 14.1 per cent of women said to have made a decision for ‘lifetime non-
marriage’ (Statistics Bureau 2017). Additionally, the number of marriages has decreased and the
average age of the first marriage has been postponed to the early thirties. Combined with the low
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share of babies born out of wedlock of around 2 per cent over the years (Fukuda 2016) it gives an
explanation for the low birth rate as marriage seems to be a precondition to have children in Japan.
There is a high correlation between a woman’s decision for children and marriage. The recent
unfolding situation of young men being insecure in the labour market results in a lack of trust in
their ability to provide for a family (Ogura and Kadoda 2008), and this is one reason for delayed
marriage. In contrast to the low average unemployment rate of 3.1 per cent, the unemployment
rate for men up to their mid-30s is around 5 per cent (Statistics Bureau 2017). In addition, the
share of men in non-regular employment under the age of 25 is over 40 per cent (Statistics
Bureau 2017). As a result, the situation on the labour market has a negative impact on the birth
rate, whether this is due to female decisions for careers instead of motherhood or whether this
is caused by a more precarious situation for young men on the labour market; these all result in
delayed marriage and family-building.

Benefits arising from increasing the female labour participation rate (FLP)

Raising the FLP is a main aspect of Prime Minister Abe’s “Revitalization Strategy”. The targets
of Abe’s Womenomics are a general lift of FLP to 73 per cent by 2020, a share of 30 per cent of
women in leadership positions in all areas, increasing the part of first-time mothers returning to
work after childbirth to 55 per cent, by bringing the childcare waiting lists down to zero by 2017
and enlarging the share of fathers taking parental leave to 13 per cent by 2020 (Matsui et al. 2014).
The female labour participation (FLP) rate has continuously risen over the past years and it is
currently at a high 63 per cent (WEF 2014). If it were to rise to over 80 per cent, matching that
of males, this would add 7.1 million employees to the labour force (Matsui et al. 2014). This
would ease the above mentioned demographic burden as it would counteract the shrinking of the
workforce and thus affect the dependency ratios positively.

Moreover, increasing the FLP ratio in Japan is viable since Japanese women are highly
educated. With 49.5 per cent of women having completed tertiary education in 2015, Japan ranks
far above the OECD average of 37.2 per cent (OECD 2017d). Adding highly skilled workers to
the labour force will have a positive impact on economic output. From a theoretical viewpoint,
the Solow-Swan-model can be used and adjusted once again, starting with the previously used
production function:

Y = AK*(hL)’ (2)
The model can be modified with the assumption that only a share of the population is
economically active (Hussain 2012).

L =pN ®)
Combining equation (2) with equation (8) gives:
Y = AK*[h(pN)]* )

We assume that p is different for men and women; it is separated into for the economically
active male share and for the female share. For simplification, it is assumed that exactly half the
population is female.

L= pN=pm%+pf%=(Pm+P/)% (8a)
By replacing by this expressmn in equation (9) gives:

Y = AK[n((on+ 0,) %)) (9a)
After solving and considering 0 <B<1 and 0 <p_<1 and 0 <p <1, equation (9a) can be simplified
as follows (Hussain 2012): (10)
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To see which implication the FLP has on GDP, the first partial derivative with respect to has to
be calculated as shown below:

LY e BN A1
(GDP) = 207 = BAK? (2 ) o
5
N -1
= BAK? <h7p f) of
, 6
(cpP) = BM(h%pf) pl—f (12)
As the first derivative represents the slope, it is necessary to find out whether it is positive or
negative.
2 e (1 )B 1
207 BAK® (h"g o f of >0 (13)
This implies that GDP will rise with an increase in the FLP, if MLP is kept constant. Various
estimations suggest that enhancing the FLP ratio to the level of the MLP ratio could boost the GDP
by between 12, 5 per cent (Matsui et al. 2014) and 14 per cent (Scott-Gall and Manohar 2013).
As the gross domestic product per capita () is more expressive when comparing economies, it is
reasonable to have a look at it as well.
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Consequently, there is a positive connection between an increase of the FLP ratio and GDP per
capita as well. Moreover, a higher FLP rate would increase the disposable income of women
and boost consumption. Although consumption has tended to be anaemic in the recent years of
deflation in Japan, female spending trends have been resilient (Scott-Gall and Manohar 2013).
Women tend to spend more on clothing and luxury goods, and they make most of the daily
household spending decisions (Scott-Gall and Manohar 2013). In Japan, women control almost
65 per cent of all purchasing decisions (Scott-Gall and Manohar 2013). Additionally, there are
multiplier-effects of a rising FLP, such as reducing entry barriers for women when entering the
labour market and women’s tendency to invest in other women’s ideas. Therefore, it would start
a virtuous cycle (Scott-Gall and Manohar 2013), meaning more women in the labour force would
encourage even more women to join it - with all the aforementioned benefits.

Furthermore, there is clear evidence that companies with a higher share of female senior
management and board members perform better in terms of return on equity and earnings margins
than those with a lower fraction (Siissmuth-Dyckerhoff et al. 2012). This is due to the behaviour and
attitudes women bring along, e.g. they take less inconsiderate and risky decisions, they emphasise
employee development more, they encourage creativity and expression of opinion in the decision-
making process and they widen the perspective for, especially female, consumer behaviour
(Stissmuth-Dyckerhoff et al. 2012).

Given that many women work as non-regular workers, either willingly or by force, the
gender divide contributes to the duality of the Japanese employment system which in turns
reduces total factor productivity (Danninger et al. 2012). In addition, this duality has a direct
impact on women as they enjoy only limited opportunities in terms of training and education.
Furthermore, working as a non-regular worker unwillingly means that the employee would
prefer a regular position, and this is likely to affect his/her morale and job efforts negatively
(Danninger et al. 2012). Further, the duality has a negative impact on job satisfaction and social
cohesion as it increases income inequality and could lead to the perception that economic growth
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is not distributed fairly (Danninger et al. 2012). This is important since, again, 70 per cent of all
non-regular positions in Japan are held by women.

However, it seems that there is the danger that an increasing FLP will decrease the birth
rate even more. This view is especially popular in Japan and it is one of two myths that have
solidified and seem to be extremely difficult to discredit. On the one hand, the myth that more
working women means fewer jobs for men and on the other hand, the myth that raising the FLP
rate will lower the birth rate further (Matsui et al 2014). The first myth does not hold if one
considers that women often work in different fields than men. The second myth does not stand
much to the test, since several variables — other than the FLP rate — explain the declining fertility
rate in almost every advanced economy.

Evidence shows that economies with a high FLP such as Sweden, the Netherlands,
Denmark or the UK also have a higher birth rate. The same is visible regarding the prefectures
of Japan. Prefectures with a higher FLP have a higher fertility rate (Matsui et al 2014), although
we should remind the fact that correlation does not imply causality. The connection between the
two variables is closely connected with surrounding conditions, but Japan is in a lucky position
to borrow suitable policies from countries with similar demographic issues.

For example, the ‘family-friendly Scandinavians’ policy could provide Japan with some
ideas on how to extend and harmonize its current childcare system. Not only the country needs
more child care facilities, something already enshrined in Abenomics, but it also needs to be more
adjusted to the necessities of the parents without extra fees; a nurse needs childcare at different
times compared to an office worker, but probably she earns less to pay for it. Especially for jobs
with rotating shifts in the health sector, which is in demand due to the aging population, supporting
on-site or 24/7-facilities would be beneficial. Furthermore, making the child allowance conditional
on workforce participation could help to raise the FLP (Matsui et al 2010). Moreover, the parental
leave benefits in Scandinavia are generous; on the one hand, it extends over 16 months and
represents 80 per cent of the salary but on the other hand, it is only available if the father takes
at least two of these 16 months. Such a provision could raise the share of Japanese men taking
parental leave and develop more empathy for their wives and the children (Matsui et al. 2014).
With reference to the Dutch system, an adjustment of part-time work regulation could be
advisable. In the Netherlands, part-time work is equal to full-time work in every respect. There
is no wage gap, promotion opportunities are good and taxation and social security benefits are
equal. Although the Japanese government has made a step to better secure part-timers by October
2016, it is only a drop in the ocean, as the new provision only applies to companies with more
than 500 employees, and is conditional on annual income, weekly working hours and duration
of employment (Matsui et al. 2014). Comprehensive social security codes could be implemented
and the dependent exemption abandoned. It would be even better to narrow the gap between non-
regular employees and regular employees by bringing down the labour market duality, e.g. by
extending the rights and benefits for non-regulars. The UK’s ‘right to request’ empowers parents
to ask for flexible work arrangement regardless of their position (Matsui et al. 2014). Moreover,
this right would help to implement more flexible work arrangements, especially concerning the
times at office, e.g. by supporting home-office. This would also be beneficial for men, because
as more and more women stay unmarried, obviously more men stay unmarried as well and they
will have to take care of their parents on their own (Matsui et al. 2010).

In addition, easing immigration laws could help to fill labour market gaps and unburden
women. Prime Minister Abe addressed this issue in 2014, but nothing has happened yet.
Furthermore, helping women with re-employment after childbirth could raise the FLP as only
43 per cent are able to find a job although 77 per cent of them wish to work again (Matsui et al.
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2014). Establishing recruitment and re-training centres would enable more women to re-enter
the labour force. Moreover, although the government has almost reached its 30 per cent target
of women in ministerial positions, they do not hold any leadership positions and the number
of female parliamentarians remains low as stated earlier (Macnaughtan 2015). Increasing the
number of women in politics would definitely help to build more awareness of the problem.
Moving away from the current seniority-based promotion practice and launching a transparent
advancement system with fair and objective evaluation would definitely encourage more women
to participate meaningfully in the labour force. Especially the aforementioned ‘push factors’
would lose their strong impact. That is very hard to change in Japanese companies, but it will be
particularly beneficial for global firms (Matsui et al. 2014). Generally, introducing more flexible
employment contracts could be an idea for a soft drift into a less dual labour market. For women
at the start of their career, it would be most beneficial if they no longer have to choose between
career and family (Steinberg and Nakane 2012).

Norway was the first country that introduced a women-on-board-quota to ensure their
participation in the labour force as Norway understands the importance of the female point of
view (Scott-Gall and Manohar 2013). Introducing quotas could be an idea for Japan to ensure
more women in leadership positions. Clear targets must be set in the first place in order to achieve
them. Australia has recognised that only men can change their attitude towards women, and not
the other way around. And since men are more easily influenced by other men it introduced the
“Male Champions of Change” to bring the message of diversity and strategies to men by men
who have already acknowledged the importance of the issue. A similar approach are the “30 per
cent Clubs” of UK and Hong Kong which try to build awareness for diversity among business
leaders. Similar organisations already exist in Japan, but they focus on women and their training
and thus they tend not to be fully adequate (Matsui et al. 2014).

However, the only way to achieve gender equality is the change of society’s mindset, but
this is the hardest job to fulfil and the one which will take the longest time. Nevertheless, Japan’s
gender equality has to start in its homes (Matsui et al. 2014) and in its minds.

As stated before, encouraging men to take parental leave could help to raise awareness
for household and childrearing (Matsui et al. 2014). Equality can only start at home and if it
has settled once it will be handed over to the children growing up in this home. To support this
mechanism the government could launch programmes to encourage fathers to spend more time
with their children. Educational units about diversity could be implemented already at early
stages of schooling; this would strengthen awareness among children (with essays about their
father’s job or their mother’s daily life).

Moreover, myths and beliefs need to be abandoned (Matsui et al. 2014) and clarification
campaigns have to be initiated. They could be promoted by utilising prominent and popular faces
like actors and singers, as well as managers or politicians.

Conclusion

Japan’s aging population increases its demographic burden and thus it endangers its economic
growth. Since its population is not only aging but shrinking as well, the danger amplifies as less
people in the workforce have to bear the rising costs. The low current birth-rate implies that this
issue will be exacerbated in the future. For that reason, it is sensible to aim at an increase of the
birth-rate, on the one hand, and to backfill the labour force as well, on the other. This issue is
already in the focus of Abe’s government by targeting an increase in the FLP, but it appears to
be much harder to achieve than initially planned as only little has happened so far, except for
increasing the number of childcare places.
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These struggles are rooted in Japan’s labour market system. Japan’s economic slow growth after
the burst of the bubble has led to changes in the labour market and has caused a lot of uncertainty,
resulting in lowering the birth rate. The employment system worked well in the past, but it is no
longer adequate to respond to current labour market problems. Raising the FLP is indeed one
way to improve Japan’s position as it can help to improve the economic situation, to hamper the
demographic burden and, under a number of appropriate conditions, even end up in an increase
of the birth rate. Nevertheless, a meaningful increase of the FLP can only be achieved if it is
accompanied by a reduction of the labour market duality as well as by the promotion of gender
equality. As long as women are bearing the sole responsibility of all caring-related issues, they
cannot participate in the labour force in the same way as their male counterparts. Although Japan
has many opportunities in terms of suitable policies ahead, when looking at the example of more
equal countries such as the Netherlands, it appears that the hardest point to change is its society’s
mindset. Obviously, this change cannot happen of its own accord, but it can be gradually shaped
by appropriate government policies. By only aiming at an increase in child-rearing facilities,
Abenomics provides only part of the solution.
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Corporate Sustainable Strategies, Corporate Growth Value
and Stock Price: An Analysis of Post-M&A Sustainable
Growth Strategy through Balanced Scorecard Framework

Tkuo Kato

Abstract Many companies tend to choose corporate growth strategies that focus on their stock
values and sales performances rather than corporate sustainable growth strategies that focus on
intangibles. Mergers and Acquisitions (M& As) are often indispensable to corporate growth
strategies and allow for the possibility of further expansion. However, as the case of Toshiba’s failed
cross-border M&A has shown, a problem may lie with overseas subsidiaries. Investors’ concerns
are raised when parent companies cannot fully control overseas subsidiaries. If the business
performance of the acquiring company deteriorates, there is a possibility that a large amount
of goodwill will turn into a loss. So, in the case of a company that has implemented an M&A,
especially a cross-border M&A, attention towards sudden huge losses is amplified. Investors look
for “M&A Adepts” which can be expected to generate profit growth through M&As.

Recently, Sustainable Development Goals (SDGs) have been adopted by the United
Nations and compliance with them has become more expected. The Japanese Government
Pension Investment Fund (GPIF) also became a signatory to the United Nations Principles for
Responsible Investment (PRI) in 2016 and has steered its focus towards a greater emphasis on
Environmental, Social and Governance (ESG) factors. Therefore, in order to maintain a stable
stock price in the future, companies need to shift to a long-term, sustainable growth strategy that
incorporates SDGs, especially post cross-border M&As. Taking SoftBank Group Corporation
as an example, a company that possesses a large amount of goodwill among the top market
capitalization companies in the first section of the Tokyo Stock Exchange (TSE), this study
concludes that using the Balanced Scorecard (BSC) framework to shift from a growth strategy
to a sustainable growth strategy is effective.

Keywords Balanced Scorecard (BSC), Sustainable Development Goals (SDGs), Japanese
Government Pension Investment Fund (GPIF), SoftBank Group Corporation as an example
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Introduction

The Japanese stock market has been generally steady as of April 2017 due to the Bank of
Japan’s (BoJ) zero-interest-rate policy and the purchasing of exchange traded funds (ETF),
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as well as due to the increase in equities in the investment management ratio by GPIF. ETFs
are managed funds linked to stock indices such as TOPIX and the Nikkei Stock Average Index
(Nikkei 225). BoJ is planning to buy 6 trillion yen worth of ETFs annually. Fast Retailing Co.
Ltd. and SoftBank Group Corp., which are large components of the Nikkei 225, are expected
to benefit from this. GPIF manages 80% of its equity investment portfolio using stock indices
(equivalent to 70% of all pensions). Mutual funds also manage 80% of their equity portfolio
using stock indices. One reason for this is that compared to active management of a stock
portfolio where individual stocks are researched and picked, the cost of simply using the Index
funds is 20% lower on average.' There is concern that the market function of favoring individual
companies based on their performance may almost be disappearing.

However, when considering individual companies listed on the Tokyo Stock Exchange
(TSE) first section, their commitment towards sustainable SDGs must be taken into account.
SDGs addressing climate change among other issues have been adopted by the United Nations as
a response to global concern.? Furthermore, arising from the East Japan Great Earthquake which
occurred on March 11, 2011, significant repercussions continue in the energy industry, which is
one of Japan’s major industries. Nuclear power generation was one of the countermeasures against
global warming that was promoted by the Japanese government. However, due to the accident at
the Fukushima Daiichi Nuclear Power Plant caused by the Great East Japan Earthquake, Tokyo
Electric Power Corporation (currently Tokyo Electric Power Company Holdings, Inc.: TEPCO
Holdings), a promoter of nuclear energy, has fallen into major insolvency. Despite already having
a large amount of debt, TEPCO Holdings must take responsibility for Fukushima in matters such
as compensation and decontamination. TEPCO Holdings is allowed to survive without going
bankrupt with the temporary support of the Japanese Government. This is with a view towards
the expected decommissioning of the furnace within the next 30 or 40 years.* TEPCO Holdings
is planning to further strengthen its financial base in order to enable innovation, undertake large
M&As, and the expansion of its power transmission and distribution business overseas.

The accident at the Fukushima Plant brought to the attention of general investors the large
inherent risks in M&As. To expand its nuclear power business, Toshiba Corporation acquired
Westinghouse, a nuclear energy-related company in the United States, through an M&A.*
However, due to mismanagement, Westinghouse filed for Chapter 11 under the United States
Bankruptcy Code. Toshiba calculated a loss of 1,200 billion yen from discontinued operations.’
M&As are often indispensable to corporate growth strategies that focus on their stock values
and sales performances and allow for the possibility of further expansion. However, as the case
of Toshiba’s failed cross-border M&A has shown, a problem may lie with overseas subsidiaries.
Investors’ concerns are raised when parent companies cannot fully control overseas subsidiaries.

!'See The Nikkei, April 16, 2017, morning edition, p. 1, “Sweeping the stock price index operation market”.
2See The United Nation Home Page (Available at: <http://www.un.org/sustainabledevelopment/ > [accessed
18 May 2017]). On 1 January 2016, the 17 SDGs of the 2030 Agenda for Sustainable Development, as
adopted by world leaders in September 2015 at the United Nations Summit, officially came into force.

> Tokyo Electric Power Company Holdings, Inc. Home Page (Available at: <http://www.tepco.co.jp/
decommissiontraject/index-j.html> [accessed 18 May 2017]).

* Toshiba Corporation Home Page (Available at: < http://www.toshiba.co.jp/worldwide/index.html>)
[Accessed 18 May 2017]). The Toshiba group is a diversified electric/electronic manufacturer and provides
a wide range of products and services globally in four business domains: Energy, Social Infrastructure,
Electronic Devices and Digital Solutions. Headquarters Address: 1-1, Shibaura 1-chome, Minato-ku,
Tokyo, Japan. Founded in 1875. Common Stock: ¥200,000 million.

5 Toshiba Corporation (2017). Outlook for FY2016 Business Result, (Available at: < http://www.toshiba.
co.jp/about/ir/jp/news/20170515_1.pdf>) [Accessed 18 May 2017]).
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Thus, it becomes necessary for companies post-M&A to take a long-term stance and shift as
early as possible to a sustainable growth strategy. It is necessary to show how the cross-border
M&A is aligned with a sustainable growth strategy.

Taking SoftBank Group Corporation as an example - a company that possesses a large
amount of goodwill among the top market capitalization companies in the first section of the
TSE, this paper will consider a method to shift to a post-M&A sustainable growth strategy using
the BSC corporate performance evaluation method.

Status of M&A in Top-Ranking Companies by Market Capitalization in the TSE
Table 1 shows the top TSE companies by market capitalization as of April 28th, 2017.

Table 1. Companies in the Tokyo Stock Exchange First Section Ranked by Market Value
as of April 28", 2017

Rank |Name Code Company name
1 7203 Toyota Motor Corporation
2 9437 INTT DOCOMO, Inc.
3 8306  |Mitsubishi UFJ Financial Group, Inc.
4 9432  |Nippon Telegraph and Telephone Corporation (NTT)
5 9984 SoftBank Group Corp.
6 9433 KDDI CORPORATION
7 2914  |Japan Tobacco Inc.
8 7182  |Japan Post Bank Co., Ltd.
9 6178  |Nippon Yusei Kabushiki Kaisha
10 7267  |Honda Motor Co.,Ltd.

Source: Stock prices from Quick Corp.

The top companies ranked by amount of goodwill as of the end of 2016 are shown in Table 2.
Table 2. Top Companies Ranked by Amount of Goodwill as of the end of 2016

c Amount
ompany name (Billion yen)
1 |SoftBank Group Corp. 48,589
2 |Japan Tobacco Inc. 16,019
3 |Nippon Telegraph and Telephone Corporation (NTT) 12,790
4 |Canon Inc. 9,364
5 |Takeda Pharmaceutical Company Limited. 7,773
6 |DENTSU INC. 7,187
7 |Panasonic Corporation 5,598
8 |FUJIFILM Holdings Corporation 5,049
9 |Sony Corporation 5,032
10 |KDDI CORPORATION 4,539

Source: The Nikkei, March 18", 2017, morning edition, p. 6.
Toshiba announced that goodwill impairment in fiscal 2016 is expected to be 716.6 billion
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yen.® In addition to Toshiba, Rakuten (Rakuten, Inc.) recorded an impairment of 21.4 billion
yen for VIKI, Inc. (USA), a consolidated subsidiary for the three months ended December 31,
2016.7 If the business performance of the acquiring company deteriorates, there is a possibility
that a large amount of goodwill will turn into a loss. So, in the case of a company that has
implemented an M&A, especially a cross-border M&A in a hasty manner so as to implement
business diversification, attention towards sudden huge losses is amplified. Therefore, post-
M&A management strategy becomes important. Investors look to “M&A Adepts” which can be
expected to generate profit growth through M&A. With M&A:ss, it is necessary to pay attention
to the cash flow situation of the acquiring company. Firms sometimes undertake investment
activities only to the extent of not exceeding the cash flow of their operating activities, so that the
amount of borrowing does not increase. However, when an M&A is undertaken for expansion,
a company often takes on a large amount of bank loans and capital injections to raise funds.
In 2016, SoftBank Group acquired ARM Holdings, a leading semiconductor design company
(3,030 billion yen). From Table 3, it can be seen that SoftBank Group’s cash flow from the M&A
largely exceeded the cash flow from its operating activities.

Table 3. Changes in Consolidated Financial Information of SoftBank Group

2012 2013 2014 2015 2016
Net Sales 3,202,536 6,666,651 8,504,135 8,881,777 8,901,004
(million yen)
Operating Income 799,399 1,077,044 918,720 908,907 1,025,999
(million yen)
Income before income tax 712,526 1,527,769 949,563 919,161 712,526
(million yen)
Net income attributable to
owners of the parent 1,426,308 800,129 652,538 558,241 1,426,308
(million yen)
Total Assets (million yen) 7,218,172 16,690,127| 21,034,169 20,707,192|  24,634.212
Equity per share attributable to
owners of the parent BPS 1353.55 1624.33 2,393.47 2,278.85 3,292.40
(yen)
Basic Eaning Per Share
33251 436.95 562.20 402 1,287.01
(yen)
Dilutedearnings per share
328.08 434.68 558.75 388.32 1.275.64
(yen)
Equity attributable to owners of
the parent 1,612,756 1,930,441 2,846,306 2,613,613 3,586,352
(million yen)
Common Stock
o 238,772 238,772 238,772 238,772 238,772
(million yen)
Interest-bearing debt 3,707,853 9,170,053 11,607,244 11,922,431 14,858,370
(million yen)
Cash Flows ffom Operating 813,025 860,245 1,155,174 940,186 1,500,728
Activities (million yen)
Cash Flows from Investing
[ OWs T ASTA144]  A2718188  AL667271]  A1651,682] A4213,597
Activities (million yen)
Cash Flows from Financing 471,477 2,359,375 1,719,923 43270 2,380,746
Activities (million yen)
Cash and Cash Equivalents 1,439,057 1,963,490 3,258,653 2,569,607 2,183,102
(million yen)

Source: SoftBank Group Corp. (2017). SoftBank Group Corp. Consolidated Financial Report for the Fiscal Year Ended
March 31, 2017 (IFRS). *

¢ Toshiba Corporation (2017), op. cit., p.17. (Available at: <http://www.toshiba.co.jp/about/ir/en/pr/pdf/
tpr2016fy_reve.pdf> [Accessed 18 May 2017]).

7 Rakuten, Inc. Press Release (Available at: < https://global.rakuten.com/corp/news/press/2017/0213_02.
htmI> [Accessed 18 May 2017]).

8 Available at: <http://cdn.softbank.jp/en/corp/set/data/irinfo/financials/financial_reports/pdf/2017/softbank
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Table 4 shows the comparison of Consolidated Financial Information between SoftBank
Group and other telecommunications companies. Compared with other companies in Table
4, SoftBank Group’s Net Sales and Operating Income are excellent. On the other hand,
SoftBank Group has the largest interest-bearing debt compared to other companies in Table
4. In other words, SoftBank Group uses large debts to finance cross-border M&As, which
allows the company to realize similar levels of sales as other competitors.

Table 4. Comparison of Consolidated Financial Information between SoftBank Group and
Other Telecommunications Companies as of March 2017.

SoftBank NTT NTT DOCOMO |  KDDI
Accounting Standard IFRS SEC SEC IFRS
Net Sales 8,901,004 11,391,016 45845552 4,748,259
(million yen)
Operating Income 1,025,999 1,539,789 944,738 912,976
(million yen)
fncome before income tax 712,526 1,527,769 949,563 895,897
(million yen)
Net income attributable to owners
of the parent 1,426,308 800,129 652,538 546,658
(million yen)
Basic Eaning Per Share 1287.01 390.94 175.12 221.65
(yen)
Dilutedearnings per share 1275.64 ) ) 221,60
(yen)
Equity per share attributable to
owners of the parent BPS 3292.4 4491.73 1,492.91 1,446.15
(yen)
Total Assets 24,634212 21,250,325 7453074 6263,826
(million yen)
Equity attributable to owners of
the parent 3,586,352 9,052,479 5,530,620| 3,554,423
(million yen)
Common Stock 238,772 937,950 949,680 141,852
(million yen)
Interest-bearing debt 14,858,370 4,117,587 221,880 1,151,650
(million yen)
Cash Flows from Operating 1,500,728 2,917,357 1312418] 1,161,074
Activities (million yen)
Cash Flows from Investing A4213597]  A2,089311 A943094  A637225
Activities (million yen)
Cash Flows from Financing 2,380,746 A981,511 A433,097]  A485,784
Activities (million yen)
Cash and Cash Equivalents 2,183,102 925213 289,610 226,607
(million yen)

Sources: The securities reports and financial results briefs of SoftBank Group., Nippon Telegraph and
Telephone Corporation (NTT), NTT DOCOMO, Inc. and KDDI Corporation.

The changes in the stock price of SoftBank Group and the comparison with the Nikkei Stock
Average are as shown in Figure 1.

results 2017q4_001.pdf> [Accessed 18 May 2017].
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Figure 1. Changes in SoftBank Group stock price vs. the Nikkei 225
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Source: Stock price from Quick Corp.

Even after considering that Softbank Group’s cash flow from investments greatly exceeds
its cash flow from its operating activities, and that it is burdened with numerous interest-
bearing debts, it can still be observed that Softbank Group’s stock price is on an uptrend and
has outperformed the Nikkei 225. This situation can also be seen as a reflection of the recent
Japanese stock market mechanism where, as sales of goods and services to consumers increase,
total market capitalization rises. Then, as market capitalization increases, the BOJ and index
portfolio funds of institutional investors, such as GPIF, increase their purchases of Softbank
Group shares through ETFs.

However, as mentioned above, SDGs have been adopted by the United Nations and
compliance with them has become more expected. GPIF has also become a signatory to PRI in
2016 and has steered its focus towards a greater emphasis on ESG factors. Therefore, in order
to maintain a stable stock price in the future, companies need to shift to a long-term, sustainable
growth strategy that incorporates SDGs, especially post cross-border M&As.

Management of M&A Strategy

As we have seen in the case of Toshiba, problems arise, especially in cross-border M&As, when
management’s attention does not reach the whole group. It tends to increase the risk of inappropriate
accounting that could lead to huge losses. Goodwill arising from the M&A is tested for impairment;
but it is difficult to find signs of impairment because future cash flow estimates will be arbitrary figures.
However, if an M&A, especially a cross-border one, fails, the parent company may incur huge losses.
In addition, the sales upswing due to the M&A will decrease. Because these will adversely affect the
stock price, an impairment test is required. Thus, a company that fails in an M&A is in most cases one
that mismanages its post-M&A strategy.

Kaplan and Norton (2004) emphasize that most organizations fail with their new strategies due to
the lack of ability to successfully execute those new strategies (Kaplan and Norton, 2004, p. 6). The
reason is that “executives’ attention and effort are overly focused on factors that would affect short
term financial measures”; not enough attention is given to “investing in and managing the intangible
assets that provide the foundation for future financial success” (Kaplan and Norton, 2004, p. 9). By
using the BSC framework, one can outline a sustainable growth strategy for value creation through
Intangibles including SDGs. The sustainable growth strategy can then be tied in with management
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systems, allowing for its better administration. Financial measures already summarize the results of
corporate activities. In addition, drivers for future financial performance, such as customer perspective,
internal perspective, learning and growth perspective, are also necessary. In other words, there must
be a balance between performance-based measures and non-financial measures.

BSC offers a framework to outline strategies for creating value (Kaplan and Norton, 2004, p.
7). A strategy map outlines how the organization creates value, and the four—perspective model
“provides a language that executive teams can use to discuss the direction and priorities of their
enterprises” (Kaplan and Norton, 2004, p. 9). They can view their strategic measures as a series
of cause—and—effect linkages among objectives in the four BSC perspectives.

Kaplan and Norton (2004) state that a large percentage of M&As fail to deliver synergies
because of “cultural incompatibility” between the acquiring and the acquired companies (Kaplan
and Norton, 2004, p. 281). Cross-border M&As by Japanese firms often seem to be in a similar
situation. There is difficulty in the assimilation of new organizations acquired by cross-border M
& As into their own culture.

Therefore, in order to shift to a post-M&A sustainable growth strategy using BSC, it is
necessary to analyze whether the vision and strategy of the parent company and the acquired
company are aligned in the same direction.

Analysis Framework for Aligning Acquired Company Values Using BSC for M&A

The SoftBank Group acquisition of Sprint through a cross-border M&A is an attempt to advance
in the U.S. telecommunications market. Softbank aims to turn Sprint’s business around by
leveraging its experience and expertise developed in Japan (SoftBank Group Corp., 2016, p. 5).
The Softbank CEO stated that the effort led to significant improvement in the customer churn
rate (SoftBank Group Corp., 2016, p. 10).

In other words, SoftBank Group’s strategy post-M&A is not to assimilate the company acquired
through cross-border M&A into the Japanese domestic headquarters, but to apply its domestic
business model itself onto the acquired company to acquire new market share.

The corporate value of the SoftBank Group is shown in Figure 2 below.

Figure 2. Value of the SoftBank Group

JPY 7t USD1=JPY 113.28  |Domestic Telco business EBIDAX6.0x
UPYD) increase

GBP 1 =JPY 146.63 ARM : SBG's acquisition cost.SBG's acquisition cost.

(AsofMay 9,2017)  |Net interest -bearing debt: excl. Sprint & Yahoo Japan

Other 1
Yahoo Japan 1
Sprint 2
Alibaba 8
Domestic Telco 6
May-2015  May-2017 May-2015 May-2017 May-2015 May-2017
Enterprise Value of SoftBank Net Interest-bearing Debt Shareholder Value

Source: SoftBank Group Corp. (2017). Earnings Results for the Fiscal Year Ended March 31, 2017, pp. 76-77.°

° Available at: < http://cdn.softbank.jp/en/corp/set/data/irinfo/presentations/results/pdf/2016/softbank
presentation 2016_004.pdf > [Accessed 18 May 2017].
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ARM, Yahoo Japan, Sprint are subsidiaries and Alibaba is an affiliate of SoftBank Group Corp.
Figure 2 shows the Enterprise Value and the Net Interest-bearing Debt of SoftBank Group.
Enterprise value is shown as the amount represented by each subsidiary and affiliate, in terms of
their respective ratios of shares held and corresponding market capitalizations. Softbank Group
has stated that its Enterprise Value exceeded Net Interest-bearing Debt. As SoftBank Group uses
share market capitalization as a measure of corporate value, its post-M&A strategy is considered
to be the same as other third-party investors making corporate valuations. Since the Enterprise
Value of SoftBank Group is expected to be influenced by the stock prices of its foreign-based
companies, it becomes difficult even for investment experts to predict its future stock price.
When using BSC, as mentioned above, the aim is to look for the convergence of the organizational
culture of the acquiring and acquired entities. In other words, the growth strategy focusing on
stock prices is important; but, as a whole group, it is necessary to shift to a sustainable growth
strategy focusing on sustainable growth value that incorporates not only stock prices but also
SDGs.

In that case, the most important consideration is whether the business of the acquired company
is strategically consistent with the declared vision of the acquiring company. So, initially, the
acquiring company needs to ascertain whether the vision of the acquired company matches their
own, and then shift to a sustainable growth strategy.

Figure 3 shows that the SoftBank Group shifts to a sustainable growth strategy by constructing
a BSC that integrates the BSC of SoftBank Group’s domestic business and the BSC of the
acquired companies--ARM, Sprint and Yahoo Japan, while also taking SDGs into account. We
assume that the vision of the parent company and subsidiary is consistent with “the creation of
sustainable growth value”.

Figure 3. The BSC framework to shift from growth strategy to sustainable growth strategy.

Balanced Scorecard
SoftBank: Domestic IT Business The Growth Strategy
Financial Perspectives
Customer Perspectives
Internal Perspectives
Learning and Growth Perspectives

Balanced Scorecard
SoftBank: ~ Domestic IT Business

ARM: Microprocessor, IoT Financial Perspectives
Sprint: Network Customer Perspectives
Yahoo Japan: Advertisement, Internet Shop Internal Perspectives
Learning and Sustainable Growth Perspectives

i)

Balanced Scorecard

SoftBank: ~ Domestic IT Business The Growth Strategy
ARM: Microprocessor, [oT Financial Perspectives
Sprint: Network Customer Perspectives
Yahoo Japan: Advertisement, Internet Shop Internal Perspectives
Learning and Growth Perspectives

Source: Diagram by Kato, using Kaplan and Norton (2004), p. 8, Figure 1-2 as reference.
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By shifting to a sustainable growth strategy, Sustainable Growth Value is created in the Internal
Perspective using Intangibles in the Learning and Sustainable Growth Perspective. Each
process in the Internal Perspective creates and provides a value proposition for customers,
production improvement for shareholders and social behavior for communities and nations.
The strategic objectives in the Learning and Growth Perspective show how to align with
Intangibles to carry out an internal perspective and to continuously improve. Intangibles can be
organized into the following three types of capital (Kaplan and Norton, 2004, p. 49):
* Human Capital: The ability of skills, talent and know-how, required to support the strategy
» Information capital: The ability of information systems, networks, and infrastructure,
required to support the strategy
* Organizational Capital: The ability of the organization to mobilize and sustain, required
to execute the strategy
Furthermore, in this paper we add SDGs to intangibles.
This paper explores information related to sustainable growth strategy from SoftBank Group’s
website, Annual Report, Securities Report, CSR Report etc. Particularly important points are
selected and used to create a simple example of a strategy map (Figure 4).

Figure 4. Strategy Map Based on Sustainable Growth Strategy

ustainability
Financial owth Value

Perspective Domestic Telco (SoftBank) | [ Other (Sprint, ARM, Yahoo Japan, Alibaba) |
Parnertip
erspective . N
Product/Service Relationship Image
Attributes
Domestic telecommunications Yahoo Japan segment, Sy s segment
segment istributi gment q 5 ¢
Orsefomn A FE;S::;“.OP 53 8 Operations Management in the US Innovation
Cost reductions * adoption of ARM's
[nlemal. ; Promote growth sirategies Advertising Reve *  Positive postpaid phone net intellectual property across
Perspective +  Maximize integration Shoonine 3 of Merehant dditi postpaid p existing and new markets
synergies opping 7 o Vierehan additions o Dedication to innovation
Risk management Shopping Transaction Value * Improve liquidity «  Increased investment to drive the
& Lawer overall cost of capital nextwave.ofi

1 ] 1 !

Learning and Human Capital + Information Capital + Organization Capital +

Sustainable ~ .
. «  Culture Alignment
Growth Stock Option *+  Global Networks Leadership «  Teamwork

Perspective

Source: Diagram by Kato using Kaplan and Norton (2004), p. 51, Figure 2-9.

Figure 4 illustrates the focused strategic objectives of each subsidiary company acquired by
SoftBank Group in the Internal Perspective. Intangibles needed for supporting the Internal
Perspective are described in the Learning and Growth Perspective. SDGs also should be
considered in the Learning and Sustainable Growth Perspective. The strategic objectives of the
acquired company indicated in the Internal Perspective are aligned with the Financial Perspective
and Customer Perspective. This strategic alignment creates sustainable growth value.
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Conclusion

This paper proposes that BSC is an effective tool for enterprises to shift to a sustainable growth
strategy post-M&A. Many companies are using M&A as a corporate growth strategy. M&As may
be increasing in number in the future. However, many M&As are failures, especially cross-border
M&As, requiring the writing down of huge amounts of goodwill which causes significant damage
to corporate profits. The risk that profits will decline sharply even if an M&A is carried out is a
situation that makes investors uneasy. Therefore, business managers should shift to a sustainable
growth strategy post-M&A. Using the example of SoftBank Group’s cross-border M&A, this
paper shows that it is possible to create value by shifting from a growth strategy to a sustainable
growth strategy through the following process: first, show the focused strategic objectives of
each subsidiary company acquired by the SoftBank Group in the Internal Perspective; second,
identify Intangibles that support the Internal Perspective in the Learning and Growth Perspective;
third, align the strategic objectives of the acquired subsidiary company indicated in the Internal
Perspective with the Financial Perspective and Customer Perspective; and finally, the strategic
alignment creates sustainable growth value. The study concludes that using the BSC framework to
shift from a growth strategy to a sustainable growth strategy may be effective.

Because information on M&A strategy is highly confidential and is not readily disclosed
outside the companies involved, empirical research would be difficult and is expected to be
limited. However, the author would like to continue further research based on a collaborative
effort with institutional investors and companies in the future.
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The Year Ahead For Europe — Three Things To Watch

Dr Yeo Lay Hwee

Overview of 2017 Spring arrived in 2017 with a sprinkle of hope for the European Union
(EU) after a “horrible year” in 2016 with Brexit and the election of Trump as US president.
The elections in the Netherlands in March did not result in a clear victory for Geert Wilders of
the far right, anti- immigration Freedom party as feared. The fear of a rising tide of populism
“drowning” Europe further subsided with the election of Emmanuel Macron as the youngest
president of the French Fifth Republic. His openly pro-European platform and his campaign
to strengthen Europe sparked mini-euphoria amongst Europhiles. By the time President of
the European Commission Jean Claude Juncker made his State of the Union address to the
European Parliament on 13 September, confidence with the EU has started to climb from an
all-time low in 2015, and Juncker chimed that “the wind is back in Europe’s sails”.

The election of Trump and Brexit negotiations have helped focus the minds of Europeans.
The beginning of the Brexit negotiations provided the Europeans the opportunity to present
a united front against Britain. The difficulties and problems Britain faced in the Brexit
negotiations have made euroscepticism much less attractive. Several polls after the Brexit vote
showed that positive feelings about the EU have actually increased and there is little desire of
any EU member state to quit the EU. The erratic and unpredictable Trump and his questioning
of'the transatlantic alliance have led to a new found resolve within the EU to strive for “strategic
autonomy”. After Trump’s “disastrous” visit to NATO in May, German Chancellor Angela
Merkel proclaimed that “Europeans have to take destiny in their own hands” as they can no
longer rely on the US.

Hence in 2017, the EU were able to make advances in addressing some immediate issues
facing the Union — from the Brexit negotiations, to cooperation with third countries (Turkey
and several African nations) to stem the tide of migration, to taking the lead in climate change
negotiations. Another achievement was the steps taken to strengthen defence cooperation.
Russia’s assertiveness, Trump’s demands that Europe “pay” more for defence and the imminent
departure of the United Kingdom (UK) as a key security player came together to move the EU
towards a series of defence initiatives in order to achieve “strategic autonomy” as envisaged in
the 2016 EU Global Strategy.

At the final European Council Summit in December 2017, the EU leaders endorsed the
bloc’s new defence pact, known as Permanent Structured Cooperation (PESCO) in which 25
member states will start working on a series of joint projects in 2018. A European Defence
Fund worth €5.5 billion per year was launched earlier for joint military procurement and the
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Director, EU Centre in Singapore
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European Defence Industrial programme launched to foster joint research and development
of military technologies. In the economic arena, the EU has continued to lead the charge in
trade liberalisation negotiations. It has initiated legal process to embark on free trade agreement
(FTA) negotiations with both Australia and New Zealand. The most significant move to counter
Trump’s tirade against free trade was the signing of a political agreement on Japan-EU Economic
Partnership Agreement (JEEPA) on the eve of the G20 meeting in July 2017 and the year-end
conclusion of JEEPA negotiations (although separate talks on investment protection will continue
in 2018). The Comprehensive Economic Trade Agreement (CETA) with Canada has also been
provisionally applied. A landmark Court of Justice rulings issued in May on the pending EU-
Singapore FTA effectively expanded the EU (exclusive and shared) competence on trade policy,
buttressing Brussels’ credibility as a reliable and legitimate interlocutor when it comes to trade
talks with Europe. Economic recovery in the EU has picked up in strength and growth is expected
to be close to 3% for the year.

Overall, 2017 has turned out to be a fairly good year for the EU. However, challenges
remained, and these are the things in 2018 that we should be watching to see where the EU is
heading:

Populism and Nationalism

The election of Macron may have stemmed the tide of rising populism, but there is no doubt that
populist forces will remain an important driver in European politics. This was reflected in the
German elections in September 2017 with the anti-immigration and Eurosceptic Alternative for
Germany (AfD) party winning 12.6% of the vote. This was the first time in Germany’s post-war
history that a far right party has captured such a significant number of seats. AfD — which was
previously unrepresented in the Bundestag (German Parliament) — became the third largest party
with 94 seats. Support for Merkel’s centre-right Christian Democratic Union (CDU) and its sister
party Christian Social Union in Bavaria (CSU) and the other mainstream centre-left party Social
Democratic Party (SPD) plunged. CDU/CSU won 33% of the vote, a drop of more than 8% from
the last election, and SPD won only 20% of the vote, its worst result since the 2" World War. Merkel
is now in talks with SPD to form another “grand coalition” government and if this comes to pass,
AfD would become the largest opposition party in the Bundestag with potentially considerable
influence on the trajectory of German national and regional policies in the years ahead.

Austria also swung to the right. In the October election, the centre-right Austrian People’s
Party under 31-year-old Sebastian Kurz emerged as the winner. The Austrian People’s Party has
entered into coalition with the far-right Freedom Party to form the government, with candidates
from the Freedom party controlling the defence, interior, and foreign affairs ministries and others.

The EU’s exasperation with developments in Poland and Hungary over their “illiberal” turn,
and their challenges to rule of law is another sign that populism remains a potent challenge to
European democracy and values. In Viktor Orban’s Hungary and Poland ruled by the Law and
Justice Party (PiS), populism joins forces with nationalism to undermine supra-nationalism and
European integration. The cross-fertilisation of populist-nationalist forces has already moved
Europe towards a more conservative direction. The election to watch in 2018 would be the
Italian election in March. Marred by a fragile banking system, a comparatively huge debt burden,
and continued struggle to come up with an effective response towards structural reforms, the EU
establishment is understandably concerned with where Italy will be heading. Also bear watching
is how Spain would respond to Catalan nationalism. The snap election in Catalonia in December
2017 brought back to power the parties who favoured independence from Spain. The situation in
Catalonia remained deadlock and a snap election in Spain itself cannot be ruled out.
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Migration

The refugee crisis of 2015 was perceived as one of the key contributing factors leading to the
rising support for far-right anti-immigration parties across Europe. A significant part of the
European population embraced the narrative put forward by populist and anti-immigration
parties that painted the migrants and refugees as threats to security and imposing great socio-
economic cost to European societies — undermining the welfare state, social cohesion and the
“cultural identity” of Europe.

In 2016 and 2017, the EU had managed to slow the arrival of migrants through its agreement
with Turkey, and other security-oriented partnership agreements with several African countries;
and unilateral actions taken by several EU member states to close the Balkan route. However,
migrants continued to arrive via the Central Mediterranean route, and reports of migrant boats
in the Black Sea showed that the EU had not found a long term solution to the challenges of
migration. This was also reflected in the mini-row that arose ahead of the December 2017 EU
summit. The President of the European Council, Donald Tusk caused an intra-EU fight on
migration policy when he outlined his plans to scrap the mandatory relocation quotas.

The mandatory relocation quota was introduced at the height of the refugee crisis in 2015.
The aim was to relocate 160,000 asylum seekers from Italy and Greece to the other EU member
states on the “objective, quantifiable and verifiable” basis of the sizes of economy and population
of each member. However, several EU member states such as Hungary, Poland and the Czech
Republic flouted the scheme and refused to accept the mandatory re-allocation.

Tusk said that this mandatory quota was divisive and ineffective in stemming the migration
flow. His remarks, however, drew harsh reactions from the Commissioner for Migration and Home
Affairs and some European parliamentarians. The row over migration highlights the continuing
divide over how to deal with the aftermath of the 2015 refugee crisis. The year ahead will conceivably
see more debates and tensions over migration and asylum policies and risks polarising Europe and
undermining the Schengen and Dublin agreements. How the underlying tensions over refugees,
borders and security are addressed in 2018 will be critical in eroding the appeal of populist parties
and stemming the divisions and polarisation resulting from identity politics.

EU’s relations with other major powers

In its 2016 Global Strategy the EU recognised that in a more connected, contested and complex
world, there is a need for new diplomatic initiatives to stabilise various geopolitically contested
regions of the world. No longer is “soft power” centered on normative clout sufficient to deal with
the evolving reality and the EU will have to use its economic instruments effectively to pursue
overall strategic interests. More importantly, it recognises the need for soft and hard power to go
hand in hand, and hence the Global Strategy “nurtures the ambition of strategic autonomy for the
European Union”.'The Strategy also called for a “joined-up” approach and looked at the security
of the EU from a comprehensive perspective where internal and external security, foreign policy,
defence policy and trade and development have to be seen in a connected way.

Following up on the Global Strategy, the EU had taken concrete steps in 2017 to deepen
defence cooperation with PESCO and other initiatives. However, member states are still divided
on the broader strategy of how to deal with the increasing assertiveness of Russia and China, and
the bombastic twitter policy of Donald Trump. The lack of unity for instance can be seen in the

' Sven Biscop. “The Great Powers have their way”, Egmont Institute Security Policy Brief, No 93,
December 2017 http://www.egmontinstitute.be/content/uploads/2017/12/SPB93-The-Great-Powers-Have-
Their-Ways.pdf?type=pdf
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latest vote in the United Nations (UN) over the condemnation of President Trump’s decision to
recognise Jerusalem as the capital of Israel. The Visegrad 4 (Poland, Hungary, Czech Republic
and Slovakia) together with Romania, Croatia and Latvia broke ranks with the EU and other
member states, abstaining from the General Assembly vote to condemn the US decision. There
are reports that Romania, Czech Republic and Slovakia are considering moving their embassies
to Jerusalem, following Washington’s lead.

The EU relations with Russia would be in need of review too with Russia’s diplomatic
offensive in the Middle East and alleged attempts to influence elections and subvert the
democratic process in the West. The EU sanctions against Russia imposed after the latter’s
annexation of Crimea and EU’s overall policy toward Russia would be further tested with the
Russian presidential election in March 2018. Putin has announced that he would be contesting
in the upcoming elections. Polls indicate that he looks set to win another term. The current EU
unity against Russian aggressive policies in its “sphere of influence” may be tested as Germany
struggles to form its next coalition government and European leaders friendly to Russia get (re-)
elected in the Italian and Hungarian elections.

The EU’s relation with China is also entering a rocky phase. Its refusal to grant China market
economy status and increasing concerns over Chinese investments in Europe came at a time when
China looks set to embrace “globalisation with Chinese characteristics”. There would be more
state control and greater use of industrial policies to advance its goals of boosting innovation and
manufacturing. China-EU economic relations are likely to become more contentious by what Xi
has decided to do following the 19" Party Congress.

Differences over the role of the state in their respective economies, and the implications these
have with regards to the economics-security nexus, might lead to more strategic competition
between the EU and China in the geo-economic sphere. While the deep economic engagement
between the EU and China means their economic fates have become strongly interlinked, the
increasing divergence in political outlook has led to the EU’s fear that such interdependence
might be “weaponised” for political gains by the Chinese. The “renationalisation” of China’s
Europe policy with its focus on bilateral and cross-cutting ties, such as the 16+1 framework
for China’s cooperation with Central, Eastern and Southeastern European countries, has raised
concerns in Brussels over China’s rising influence and potential impact on European unity and
policies.

Conclusion

French President Emmanuel Macron in his new year’s speech said that 2018 will be decisive for
Europe. He pledged to work with all European partners, especially Germany, to push forward
reforms of the EU. His ambitious reform plans which include scheme to revamp the Eurozone
have been put on hold as EU awaits the formation of the German government. Nevertheless, in
2017, France together with Germany did manage to work together closely in, among others, the
realm of defence as noted. With hindsight, Brexit and Trump probably act as catalysts towards
EU’s strive for strategic autonomy, and to deepen their defence cooperation.

Looking ahead, internal and external factors in 2018 would keep the EU on its toes and
continue to test the EU’s unity. Accordingly, the Union’s capability to secure its border while
coming out with a long term migration policy, to make its citizens feel safe again thereby
dampening the tide of populism, and to think strategically in a highly volatile and unpredictable
multipolar world would be the key to the EU’s resilience and resurgence. However, as argued
by Andrew Moravcsik in his article in the Foreign Policy written on the 60" anniversary of the
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Treaties of Rome in 2017, “we ignored European unity at our peril”.? Sensationalist headlines
often conjured images of the demise, the decline or disintegration of the EU. Yet, in facing the
last decade of challenges — from the global financial crisis to the EU sovereign debt crisis, and
then the refugee crisis in 2015; to facing up to the rise of China and resurgence of Russia, the EU
has shown itself to be remarkably resilient in muddling through the different minefields.

Here in Southeast Asia, we should therefore be taking our engagement with the EU
seriously. The EU in its 2015 policy paper has expressed desire to strengthen engagement with
the Association of Southeast Asian Nations (ASEAN) and fashion an inter-regional partnership
with a strategic purpose. Without a more positive and proactive response from ASEAN in the
coming years, the EU distracted by more immediate challenges in its own backyard might
slide back to the earlier policy of “benign neglect”. The opportunity for a more robust EU-
ASEAN partnership to address the common challenges arising from populism, protectionism
and heightened geopolitical competition between US, China and Russia would be lost.

About the EU Centre

Established in 2008, the EU Centre in Singapore was a joint project funded by the European
Union (EU), the Nanyang Technological University (NTU) and the National University of
Singapore (NUS). From 2017, the Singapore Management University (SMU) has also become a
partner in contributing to the operations of the EU Centre. The EU is now a joint partnership of
these three local universities.

The primary mission of the EU Centre is to promote knowledge and understanding of the
EU, its policies and development of its relations with Singapore and Southeast Asia through
research, publications and different outreach programmes.

The EU Centre is the Coordinator of a 3-year Jean Monnet Network grant (Sep 2016 —
2019). The Network comprising the EU Centre, University of Indonesia, University of Malaya
and Maastricht University, will be jointly organising a series of programmes and activities tied
to two research themes on Multiculturalism and Multilateralism.

Other commentaries produced by the EU Centre in Singapore can be found at: http://bit.ly/
euc-commentaries

Copyright © 2018 EU Centre in Singapore. All rights reserved | Published in January 2018
The views expressed in this commentary are those of the author and do not necessarily reflect the
views of the European Union or the EU Centre in Singapore.

2 Andrew Moravcsik “Europe is still a superpower” in Foreign Policy, 13 April 2017
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Challenges of the International Agenda 2018
Humanity needs to strengthen the multilateral system

Fernando Ayala*

The international order that emerged in 1989 left the United States as the sole global power,
which has since then been making itself felt by asserting hard power: political, economic and
military. However, the current international scenario and the complexity of the interests of the
great powers, as well as the so-called ‘regional powers’, are causing a process of mutation or
readjustment of an international scene influenced by new threats to security that have alarmed
the inhabitants of the big cities throughout the globe. The conflict zones are where these interests
intersect, and the International Organizations are where diplomatic battles are being fought.

Trump’s break-in

The administration of President Donald Trump has inaugurated a sort of “new foreign policy”
that has perplexed the diplomatic and international world. He has announced measures contrary
to what has hitherto been the globalizing vocation of his country. He began office by indicating
that he would not join the Trans Pacific Partnership. The TPP had already been negotiated and
was widely expected to stimulate and liberalize trade and investments in the Pacific basin,
which is likely to be the most dynamic region during this century.

Subsequently, Trump proceeded to abandon the Conference on Climate Change known as
COP-15 or the Paris Agreement, signed by 195 countries in 2015. He hinted that the idea of global
warming was a deception, and denied that the planet will be affected [1]. This was followed by
his announcement of the withdrawal of the United States from UNESCO, immediately emulated
by Israel. All this has contributed to weakening the multilateral system, especially as regards
social agendas. Furthermore, President Trump is going ahead with his project of raising a wall
with Mexico and threatening to end NAFTA, the North America Free Trade Agreement, which
has been in effect between the United States, Mexico and Canada since 1994.

This President created dismay when he recently announced that he will move his embassy
from Tel Aviv to Jerusalem, igniting the protest of virtually the entire Muslim world. Even the US’s
closest allies, such as the United Kingdom and most of the EU countries, rejected this initiative [2].

The new Tsar

The Russian Federation led by Vladimir Putin has managed to reawaken a strong nationalist
sentiment that has enabled it to occupy an important place on the international stage, as we
have seen in the wake of the crisis in Syria. Other factors that have contributed to strengthening

This paper was originally published in the Wall Street International Magazine, 22" January 2018

* Fernando Ayala is an economist from the University of Zagreb in Croatia and holds a Master’s degree in
Political Science from the Catholic University of Chile. He is currently an Ambassador to Italy.
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Russian nationalism seem to be the progressive installation of NATO bases on its borders and the
permanent invitation to the former Soviet republics to join the Western military pact. Moscow now
has the Chechen terrorism stirred up by Wahhabism under control and is successfully ignoring
the international rejection of its annexation of the Crimea, which seems to be irreversible. Putin,
according to public opinion polls, enjoys high popular support [3], and even though the country
has failed to achieve a substantial economic growth, Russian national pride has actually been
reinforced by the sanctions applied by the United States and the EU. The Russians are proud of
being winners of the Second World War and of being the first to send a human being into space,
among other successes. Furthermore, for a country that lost 26 million inhabitants in the war - of
whom almost 9 million were soldiers - it is hard to imagine that it will be defeated by this type
of measure. Rather, they seem to be paving the way for Putin to obtain a new mandate enabling
him to govern until the year 2024.

The Awakening of the Asian Dragon

The People’s Republic of China is consolidating itself every day as a global force due to the power
of its economy and its growing, unchallenged military might. Moreover, President Xi Jinping, since
the XIX Communist Party Congress, has acquired something of the mythical status of Mao Zedong.
Nobody would have imagined a couple of decades ago that this poor, backward and overpopulated
country would practically dispute the supremacy of the United States. The strength of its economy,
which between 2000 and 2016 has grown at an average rate of around 10% per year, has led to a
steadily-expanding internal market together with strong foreign direct investment, which in 2015
reached its maximum with 135 billion dollars invested [4]. Naturally, these come mainly from western
companies, which accumulate hundreds of billions of dollars and generate thousands of jobs while
stimulating the flow of trade worldwide. Vested interests seem to be the best guarantee against any
external threat to their security. Or, as the Romans said: “Trade brings peace”.

Europe in a labyrinth

For its own part, the European Union, traditionally aligned to the United States on the multilateral
and military level, has progressively weakened due to the growing divergences between its members
and its inability to be a leading actor in times of crisis [5]. Its greatest achievement in recent years
has been the nuclear agreement with Iran, which the United States has already threatened to break.
Of the 28 countries that make up the EU only 6 have more than 20 million inhabitants, and it is
largely under the hegemony of Germany and France. The United Kingdom is in the process of
withdrawing and the so-called Visegrad group, consisting of the Czech Republic, Poland, Hungary
and Slovakia, is moving further and further away from Brussels. To this we can add, among the
rest, the tensions between Poland and Germany, the arrival of a hard-right government in Austria,
Catalan separatism [6] and the border disputes between Croatia and Slovenia [7].

The idea of European integration is threatened by economic asymmetry between its
members, but it is also eroded by cultural differences. The EU has recognized countries like
Kosovo, whose future is uncertain and whose subsistence depends on its entry into the EU.
Serbia, Turkey, Albania, Montenegro, Bosnia, Macedonia and other countries from the former
Soviet orbit have expressed their desire to join the EU. But the existence of a single currency, with
all its advantages, continues to work against the weakest economies in the absence of a common
monetary policy. As a result it has been suggested that a “two-speed” EU could be established.
All these factors contribute to weakening its claim to be a major player in an international crisis.
Local stresses, global effects
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Regional powers such as India, Pakistan, Israel, Turkey, Iran, and Saudi Arabia, have acquired
considerable geopolitical importance in that they have become the potential ‘triggers’ for
possible future crises. North Korea deserves special mention here: it has given evidence of its
nuclear capacities and is now threatening to jeopardize global stability. The Middle East remains
the ‘hottest’ zone, where skirmishes or armed conflicts are likely to break out. In addition to the
war in Syria, a civil war has been under way in Yemen since 2014 causing the population great
suffering and leaving thousands dead. It is being waged between religious sectors supported
mainly by Iran and Saudi Arabia.

Nor can we forget the situation in Palestine and Israel, where the failure to reach an agreement
to establish two independent states has above all undermined the legitimacy of the international
system. Neither international law nor the resolutions of the United Nations have been respected.
The right of the United States to veto the Security Council has provided support, among other
things, for the expansion of settlements in territories considered by the international community
as belonging to the Palestinian nation [8].

This shifting international reality and the actions of its players has led many countries to re-
examine and modify their relations with Washington given the growing threats to international
order. This is especially evident in the European Union as a result of security threats from terrorism
that has struck several cities, of immigration, of the risk of nuclear conflict and of an economic
crisis that has dragged on for years in most of the member countries. The internal divisions of
the EU and the different perceptions of international reality, as well as the national interests of
each member country, are making it difficult to build a single agenda. The long negotiation for
the withdrawal of the United Kingdom is giving countries like France, in the hands of President
Emmanuel Macron, a chance to exercise leadership along with Germany, where Chancellor
Angela Merkel’s government has been weakened by the migration crisis. Three months after the
elections, there is still no agreement for the formation of a government, much to the dismay of its
own citizens and European public opinion. In addition, Germany’s sole negotiating power is that
it is the strongest economy in Europe. Not being a member of the Security Council or possessing
a nuclear arsenal means that it is left out of many of the big decisions.

A new order

The world is thus undergoing a reordering on a global level, haunted by old, re-emerging ghosts like
populism and nationalism, especially in Europe where the two world wars that humanity has known
both originated. The crisis of politics in general and of social democracy in particular, has opened the
way to conservative forces and has strengthened xenophobic, racist and populist movements, which are
steadily increasing their presence in the political scene of most European countries. National agendas
must face these new challenges and confront them in the multilateral field, which is where important
battles for the future of humanity will be fought. Unfortunately, the legitimacy of the international
system as expressed in the behaviour of the main actors in United Nations organizations seems no
longer to be meeting the demands of citizens because of its inability to resolve the humanitarian
crises to which we now seem to have become accustomed. The United Nations is the main stage for
negotiations and should seek to respect the international legality created by its members. The current
structure and distribution of power have turned the latter into a chimera.

It is crucial to strengthen the international system in order to achieve the 17 Sustainable
Development Goals agreed in 2015 by the United Nations in the so-called 2030 agenda [9].
Climate change is here to stay and if effective measures are not taken in the short and medium
term, we will endanger human existence, because global warming can only aggravate major
problems like population growth, water shortage, poverty and hunger.
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Although human beings have made extraordinary progress in science and technology, expanding
the frontiers of knowledge, today 2.1 billion people live in poverty and more than 815 million
people in the world go hungry [10]. The elimination of these scourges are thus the first two
objectives of the 2030 agenda. The prospects are even bleaker and more dramatic if we consider
what the world will be like by the year 2050 if nothing changes. Some figures: there will be 9.730
million human beings, two thirds of humanity will live in urban areas, around 50% of forests will
have disappeared, groundwater sources will have decreased considerably. Agriculture will need
to produce 50% more than it produced in 2012 to meet demand, and arable land, water, forests,
fisheries and biodiversity will decrease under the impact of climate change, among other problems.
Humanity needs to strengthen the multilateral system, since this is the only space where rich
and poor countries, large and small, can solve their problems. Democratizing institutions and
respecting international legality through compliance with United Nations resolutions should
be the duty of all. Unfortunately, the reality is different: powerful countries are exploiting the
weapon they reserved for themselves when creating the United Nations: the Security Council.
The 5 members with the right of veto are ultimately the controllers of an international order
created in response to the world that emerged at the end of the Second World War but which
ceased to exist with the fall of the Berlin Wall.

Rome, December 2017.

Notes

[1]https://elpais.com/internacional/2017/06/01/estados _unidos/1496343144 186083.
html. President Trump said in 2012 that “The concept of global warming was created by
and for the Chinese to make non-competitive manufacturing in the United States.”
[2]https://elpais.com/internacional/2017/12/11/actualidad/1513019006 124306.html.

[3] 82.1% of Russians approve of Putin’s administration, according to the Russian Public Opinion
Research Center in last May. Of these, 55.8% supported the government and 32% were critical.
[4]https://es.portal.santandertrade.com/establecerse-extranjero/china/inversion-extranjera

[5] At the celebrations for the 70th anniversary of the creation of the European Union today, its leaders
highlighted having “70 years of peace in Europe”. They forgot to mention the Yugoslav civil war at the
beginning of the 90s that left an estimated 200,000 civilians dead throughout the territory of the former
Yugoslavia and 2.7 million displaced. The Muslim population of Bosnia was the most affected.

[6] It is interesting to observe the reaction of the EU to the unilateral declaration of independence
of the Catalan Parliament. With certain differences, the Parliament of Kosovo did the same in
2008, but was immediately recognized by the United States and most of the EU countries.
[7]http://www.lavanguardia.com/internacional/20170630/423774044808/
conflicto-eslovenia-croacia-bahia-piran.html

[8] On December 16, 2017, 14 of the 15 members of the Security Council voted in favour of a resolution
condemning the decision of the United States to move its embassy to Jerusalem. For the first time in
7 years Washington used its right to veto, and the US Ambassador warned that they would not forget
the actions of these countries. Even the United Kingdom, the most faithful ally of the United States,
joined in this condemnation. For his part, President Trump said: “They take our money and then vote
against us. We will be observing those votes. The votes against us will save us a lot. We do not care”.
https://elpais.com/internacional/2017/12/20/estados_unidos/1513796002 536422 .html
[9]http://www.un.org/sustainabledevelopment/es/2015/09

[10] Source: Intended Nationally Determined Contribution (INDC) of Chile to the Paris Agreement on
Climate Change, 2015 National Strategy on Water Resources 2012-2025



JGPG (2017) 6: 63-76
DOI 10.14666/2194-7759-6-2-004

PAPER

The “Socialization” of Maritime Global Governance and Taiwan
Perceiving the Benefits

Leonard Hammer!

Abstract Certain maritime global governance frameworks exist and can at times even be
effective. Yet, serious implementation matters and dire environmental circumstances persist.
Control mechanisms are mainly in the hands of states or outmoded international organizations
facing off against powerful economic intermediaries engaged in exploitation and driven
by strong demand from export markets. Political interests also weaken the system, such as
disallowing important maritime actors like Taiwan from taking a part in the process. Given that
maritime global governance is constantly shifting due to a host of changing processes, proper
governance requires structural alteration as well as temporal accountability.

Associalization context for maritime global governance, that emphasizes partnership models
incorporating both private and public actors (such as market-based bodies with civil society
actors to inform and direct regulatory bodies), can not only improve maritime governance but
also allow for participation by Taiwan. Including a wider range of stakeholders like media,
politicians, interest groups, and consumers along with an assistive reference to new forms
of technologies, can result in activating infrastructures that combine varying interests (like
economic and environment) and result in a more effective form of maritime global governance.
At the same time, it can open the door for Taiwan to effectively join in environmental initiatives
and international projects relating to maritime governance.

Keywords Maritime Global Governance, Socialization, Taiwan, Global Process, Global Policy
JEL Classification F5, Q56

Introduction

Global maritime governance should be constructed in a manner that is enabled to address
seemingly dichotomous themes. Matters like hyper industry competition as opposed to
controlling monopolies, government intervention (such as providing subsidies) as opposed
to moves for privatization, a strive for greater economic development at all costs as opposed

! This paper resulted from funding provided by the Taiwan Fellowship Fund. In particular, many thanks
to Professor Fu-Kuo Liu, Executive Director, Taiwan Center for Security Studies, Institute of International
Relations, National Chengchi University, Taiwan (R.O.C.) for being such a gracious host.
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to respect for environmental concerns, and matters of state defense and security versus a desire for
maintaining open and navigable seas are converging concerns that tend to emerge all at the same time.
Understanding governance as a means to establish processes and structures that steer actors
towards desirable outcomes, it is apparent that there exist many reasons for moving towards
a form of global maritime governance. The most evident are external concerns regarding the
environment and fishing stocks, potential human rights matters involving labor rights in the
shipping and fishing industries, important economic acknowledgments that account for notions
of development and the resultant economic impacts, and even aspirations towards global
governance that adequately capture the opinions and desires of the world, writ large.? These
varying and diverse interests demand a broad array of involvement by many actors, including
the state, international regulatory bodies, and other surrounding actors who have knowledge and
insight into the means for effectuating maritime global governance.

Of course, the strive for maritime governance is shaped by forms of overarching structures
(be it international, regional, or domestic) that direct, control, and influence maritime matters.
The 1982 Convention on the Law of the Sea (LOS) and its attendant bodies (like the LOS
Tribunal) for example can be a central feature in maritime governance. The International Seabed
Authority governs issues pertaining to state claims over the 200 nautical mile line (where states
may claim up to 350 nautical miles) as well as operates in to regulate High Seas matters. The
International Maritime Organization serves to assist with navigation, anti-piracy efforts, and
environmental concerns.® Regional bodies are another potential form of maritime governance.
Many regional and local-oriented forms of maritime governance existed for quite some time to
ensure for regulated and sustainable use of resources.*

The differing approaches are quite stark for a country like Taiwan, an important actor in
maritime activities and a willing participant in the governance thereof, yet subject to forms of
isolation due to an ongoing political dispute with mainland China.’ Taiwan is not a member of
the Asia Pacific Fishery Commission for example because the Commission operates under the
Food and Agricultural Organization of the United Nations,® thus excluding Taiwan given the
participation by mainland China and its refusal to have Taiwan as a separate or independent
member in a UN based organization. Yet, in reality Taiwan is the third in the world (using
available figures from 2014) for tuna fishing (after Indonesia and Japan),” quite a feat for a small
country. As a result, Taiwan has become a member (usually as Chinese Taipei or the Fishing
Entity of Taiwan) in more regional organizations that deal with fishing and conservation, such
as the Commission for the Conservation of Southern Bluefin Tuna (CCSBT),? the North Pacific
2 See e.g. E. Selkou, and M. Roe, Globalisation, Policy and Shipping. Fordism, Post-Fordism and the
European Union Maritime Sector (Edward Elgar, Cheltenham, 2004).

? See e.g. M. S. Karim Prevention of the Pollution of the Marine Environment from Vessels: The Potential
and Limits of the International Maritime Organisation (Springer Intl., Switzerland, 2015)

4 See e.g. M. Schwerdtner, et. al., The Future of the Oceans Past: Towards a Global Marine Historical
Research Initiative (2014) available at: https://doi.org/10.1371/journal.pone.0101466 (hereinafter:
Schwerdtner, et. al.) noting for example the use of “sasi laut” by Indonesia that placed temporal and spatial
harvesting restrictions as a means of regulating marine resources.

5 See e.g. J. Charney and J. Prescott Resolving Cross-Strait Relations between China and Taiwan 94
American Journal of International Law 453 (2000) at 463. The authors conclude that given the reality of
Taiwan’s status, it maitains the capcity to unilaterally declare independence.

¢ See http://www.fao.org/countryprofiles/en/ and http://www.fao.org/apfic/background/about-asia-pacific-

fishery-commission/en/

7 See chart at: http://www.pewtrusts.org/en/research-and-analysis/reports/2016/05/netting-billions-a-
global-valuation-of-tuna

8 https://www.ccsbt.org/
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Fisheries Commission (NPFC),’ the South Pacific Regional Fisheries Management Organisation
(sic) (SPRFMO),' and the Inter-American Tropical Tuna Association (IATTC).!! These regional
organizations are important as they begin to address issues of over fishing and other illegal
activities, with the goal of managing fishing in a sustainable manner.'?

The need then for a realist approach towards maritime global governance, in a manner that
incorporates all relevant actors who impact upon fishing stocks and other environmental concerns,
should be of paramount importance when addressing matters of sustainable development and
conservation (key desirable outcomes for maritime global governance).

Problems to Note

Yet, serious implementation matters and dire environmental circumstances persist that indicate
the need for a reoriented form of maritime global governance. Control mechanisms are mainly
in the hands of national and local governments (who cannot or sometimes will not act to uphold
standards) or international organizations that are based on unrealistic notions of unlimited ocean
resources and outmoded concepts of perceiving the oceans as being divided into territorial
jurisdictions.!? International organizations and their state members have been ineffective thus far
in creating a viable governance policy.'* These organizations are up against extremely powerful
economic intermediaries many times engaged in exploitation and largely driven by strong
demand from export markets. And all are subject to (and even involved in) corrupt and illegal
activities that current rules and norms do not adequately address.

Granted forms of governance emerge when thinking about the LOS. The so-called
“constitution of the oceans”, while acknowledging a state’s sovereign right to its resources,
contains provisions calling on states to protect the marine environment'> and only catch species
up to their maximum sustainable yield.'® Additionally, one can refer to opinions concerning the
obligation on flag states to regulate their vessels (an arguably broad interpretation of the LOS
Convention)'” or the 2009 move by the FAO to impose responsibilities on port states for illegal,
unreported, and unregulated (IUU) fishing'® (which came into effect in 2016)." Nonetheless,
creating new standards or discerning new approaches through older treaties does not remove the

° https://www.npfc.int/about_npfc

10 https://www.sprfmo.int/

1 https://www.iattc.org/HomeENG.htm

12 Z. Scanlon Incorporating Taiwan in International Fisheries Management: The Southern Indian Ocean
Fisheries Agreement Experience 48 Ocean Development and International Law 35 (2017) (noting, at 36,
that “failing to incorporate Taiwan into the international high seas fishing regulation system would be
problematic” given its significant presence in high seas fishing).

13 T. Stephens Warming Water and Soaring Seas: Climate Change and Ocean Acidification 777 in in D.
Rothwell, A. Elferink, K. Scott, and T. Stephens (eds.) The Oxford Handbook of the Law of the Sea (Oxford
University Press, UK 2015) (hereinafter: Stephens) at 778.

4 See e.g. S. Kopela Port-State Jurisdiction, Extraterritoriality, and the Protection of Global Commons, 47
Ocean Development & International Law 89 (2016) (hereinafter: Kopela).

15 Article 193 of the LOS

16 Articles 61(3) and 119(1) of the LOS.

17See e.g. V. Schatz Fishing for Interpretation: The ITLOS Advisory Opinion on Flag State Responsibility
for Illegal Fishing in the EEZ, 47 Ocean Development & International Law, 327-345 (2016)

18 Agreement on Port State Measures to Prevent, Deter and Eliminate Illegal, Unreported and Unregulated
Fishing available at http://www.fao.org/documents/card/en/c/915655b8-e31¢c-479¢-bf07-30cba21ea4b0/
(hereinafter: FAO Port Agreement).

1 The Agreement went into effect in 2016. https://www.un.org/apps/news/story.asp?NewsID=54140%#.
WZ7cDf frL8. See also discussion infra.
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overarching problems involving proper and effective governance and oversight over maritime
issues, matters of standards’ implementation and enforcement,” and integration of norms into
domestic spheres (as well as integration and observance by other key actors, such as private
economic actors). Further, it is worth recognizing and inculcating the changes to the shape
and character of nation states (the presumed key stakeholder and operator) that has occurred
since the latter half of the previous century. For example, one might specifically observe the
tensions that exist between the globalization of commerce (and the attendant power of the fishing
industry) and the diminished capacities of the nation-state.' The tertiary state-based rules are
not geared for a globalized fishing industry. Ships can be composed of many nation members
flying a different flag than the state in which it operates, employing people from around the
world on one ship, and operating worldwide over areas that are not controlled by states (such
as the High Seas, yet catching migrating species that enter into a state’s EEZ and thus impact
its catch limit).?? Coupled with state concessions for various ocean industries, and other state
created tax incentives to entice and encourage investment and economic activity, the reliance
on commerce as grounds for justifying actions that generate wealth at any cost (resulting in
potentially viable, yet clearly short-term, goals) easily mute calls for upholding pre-established
norms and standards, protecting overworked laborers, and respecting the marine environment.
Additionally, states encourage the habit of creating flags of convenience (usually with very
little oversight),” thereby further entrenching the ability to effectuate any form of maritime
governance, with many times states complying with another state’s rules simply as a matter
of comity. There still are difficulties in maintaining port state control, and shipping companies
continue to play the boundaries and flout rules relating to the environment to make it even more
difficult for static states to “govern” porous territorial agents.

How then might a viable maritime global governance structure be developed that includes
relevant actors like Taiwan who maintain a large stake in fishing and other ocean industries while
moving beyond the political squabbling and territorial-centric approach of states and attendant
treaties? How might a governance structure further incorporate important and at times seminal
actors outside of the formal state structure such as private economic entities, environmentally
conscious organizations, and the scientific community, in a manner that also accounts for notions
of sustainable economic development?

Policy and Process

One approach that can begin to address maritime governance would be to acknowledge the necessary
integration between policy and process as grounds for creating a meaningful form of governance.
Policy may be understood as an attempt to create dynamic stabilities that are produced within
a continuous flow of ongoing conduct (by the subjects whom one is trying to stabilize).?* The

2 See, e.g., N. Matz-Luck and J. Fuchs Marine Living Resources 491 in D. Rothwell, A. Elferink, K. Scott,
and T. Stephens (eds.) The Oxford Handbook of the Law of the Sea (Oxford University Press, UK 2015)
(hereinafter: Luck and Fuchs) at 499 and 504.

I See generally M. Roe Maritime Governance and Policy-Making (Springer, UK, 2013)

22 A fishing boat might be used to merely send out different satellite boats to the high seas with all of them
being subject to different flag states (or none at all) thus making it easier to evade domestic and international
controls and oversight.

Z R. Warner Conserving Marine BioDiversity in Areas Beyond National Jurisdiction: Co-Evolution and
Interaction with the Law of the Sea 752 in D. Rothwell, A. Elferink, K. Scott, and T. Stephens (eds.) The
Oxford Handbook of the Law of the Sea (Oxford University Press, UK 2015) (hereinafter: Warner) at 755.
2 M. Roe Maritime Governance and Policy-Making: The Need for Process Rather than Form 29 The Asian
Journal of Shipping and Logistics 167 (2013) (hereinafter: Roe) at 174.
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desired end-role of policy is to allow for the emergence of a framework that provides a clear
avenue for direction and management, while capturing the reality of diverse interests of the
actors, and the massive, ongoing, changes to the environment and territory that is being governed.
Process on the other hand captures the continuous flow of conduct by recognizing the ongoing
dynamic of inherent change, unstoppable time, and continuing dynamism of the subject involved.
The maritime governance process is dealing with constant change to the area it is trying to
“govern” and the subjects involved (including marine life) are constantly shifting, it is clearly
linked to time based events (including fishing as well as ongoing environmental change), and the
forces involved are clearly experiencing rather dynamic and extreme changes. Thus, process is
a causal factor that goes towards defining and shaping policy? and can assist with the creation
of maritime global governance by capturing the fluidity to account for change, yet also the fixity
that is needed to actually have a policy eventually emerge.?

Important factors then for encouraging an emergence of a dynamic policy as deriving from
an actual process is recognizing the need for a clear (and desired) result through the creation of
viable norms. For example, one may look to the Convention on International Trade in Endangered
Species of Wild Fauna and Flora®” (CITES) as a good example of dynamic policy and continuously
changing process combining to create a form of effective governance.® Key provisions of the
CITES treaty (and other relevant global agreements) have become embedded in national decision-
making standards and laws, and cooperation and differentiated responsibilities exist between
different states pursuant to their economic status and capabilities. There also is a bevy of solid
science and ongoing reporting documents that outline the immediate and long-term needs as well
as measuring the different levels of success that are involved. Additionally, there exists important
and on-going public awareness campaigns and continuous public concern over the subject of the
treaty (preserving endangered species) that is heavily aided by media interest. These are further
assisted by coordinated international efforts to address global problems involved with CITES
such as compliance, preventing smuggling, novel ways to address corrupt behavior on the part of
officials, regulating consumer behavior, and other factors going towards upholding the norms and
entrenching the desired policy deriving from the CITES treaty. What resulted from the confluence
of these factors in shaping the CITES process is more funding for capacity building within
states that need it most to combat protect endangered species and even for the development of
alternatives to undesirable activities (like poaching or corrupt governmental activity).”® CITES has
proven dynamic in that there are regular revisions to the basic agreements. Coupled with continued
political cognizance and desire to tackle the problem at the global level by the UN, at the national
level by states, as well as key involvement and awareness raising by non-governmental bodies (and
even to some extent by industry) one witnesses the emergence of a viable governance model that is
based on an ongoing and ever-shifting process yet rooted in policy that creates a form of stability.

» Roe, at 175.

2% M. Gertler Some Problems of Time in Economic Geography 20 Environment and
Planning A: Economy and Space 151 (1988) at 157

7 Available at: https://cites.org/eng/disc/text.php

3A. Hanson, Global Governance for Environment and Sustainable Development
(Institute for Sustainable Development, Canada, 2007) at 11, available at:
https://www.iisd.org/pdf/2007/igsd_global gov.pdf

» See, e.g., D. Roe, F. Nelson, and C. Sandbrook (eds.) Community managment of
natural resources in Africa: Impacts, experiences and future directions (International
Institute for environment and Development, UK, 2009)
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Compared to maritime global governance (where alleviating important matters like the impacts
of overfishing, dealing with predatory species, or protecting coral reefs, are paramount and
immediate) the common characteristics for addressing these obstinate issues is that the control
mechanisms lie largely in the hands of national and local governments. These static bodies are up
against extremely powerful economic intermediaries who are subject to land-oriented norms that
are rooted in sovereignty and jurisdiction for areas that are simply not suited for such contexts
and are generally ineffective in addressing current environmental problems. Further, there is
strong dissonance between relevant actors such as states and non-governmental organizations
or between international agencies and states that might not always operate in tandem, consumer
awareness, education, and involvement is sorely lacking, and scientific information is not utilized
in a proper and effective manner or is too quickly dismissed.

Socialization as an Inroad

As noted above, governance is not just about creating a viable governing structure, but also
entails incorporating a dynamic process to create a viable policy.*° It is conceivable that a greater
socialization of maritime governance to incorporate the variety of actors and influences such as
those witnessed by the CITES framework (and to a certain extent is already happening in the
maritime context) can lead towards a more effective and meaningful development and application
of standards and protections. Thus, the mode of socialization when considering maritime global
governance should incorporate not just spatial perceptions concerning who controls or governs a
certain area (such as within an Exclusive Economic Zone), but also ongoing temporal applications
as patterns shift, environments change, and various actors play out their roles.

Utilizing constructivist notions concerning the socialization of norms, as sometimes found
within international human rights and international environmental law, can serve as an initial
avenue for further explication. The socialization of norms involves the incorporation of a host of
actors (beyond just the state) and creating an ongoing reference to, and reliance upon, norms by
international organizations, non-governmental organizations, domestic actors, and other groups
or individuals including private and economic actors. The goal is to eventually lead to a greater
acceptance of such norms by the relevant targeted actors (such as a state as well as surrounding
private actors who might have a role to play in adhering to such norms).

Importantly, when considering the key role of Taiwan in maritime governance matters, a
socialization approach will inherently open the door for Taiwan participation, be it through the
development of relevant cooperative management bodies that incorporate all states and entities
affected by fishing policies,*' or as a result of potential initiatives proposed by Taiwan over areas
it currently controls.®

While social constructivist scholars recognize the importance of international legitimacy between
states as a form of influential currency, they also adopt an ideational approach that centers on the
importance and use of a norm or emerging standard as grounds for fomenting change deriving from
non-state actors as well. The focus lies on the role of non-state actors, such as nongovernmental

% T. Borzel and T. Risse, Governance without a state: Can it work? 4 Regulation and Governance 113
(2010)

31 See e.g. C. Mora, et. al. Dredging in the Spratly Islands: Gaining Land but Losing Reefs 14 PLoS Biol
(2016) available at:10.1371/journal.pbio.1002422 (proposing the creation of a cooperative management
framework for the South China Seas in a manner similar to the Antarctica Treaty).

32 See e.g. J. McManus, K. Shao, and S. Lin Toward Establishing a Spratly Islands International Marine
Peace Park: Ecological Importance and Supportive Collaborative Activities with an Emphasis on the Role
of Taiwan 41 Ocean Development and International Law 270 (2010).
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actors or international organizations, in influencing states’ and other actors’ decisions to comply
with norms* in a variety of different ways. Because relations between various international
and domestic actors are linked to institutional constructs (such as treaty based processes or
international and regional organizations) the socialization approach emphasizes compliance-pull
constructions like legitimacy given the inherent structural constraints embedded in the system
that demand a state act in a certain manner. The turn to legitimacy however is coupled with
emergent existing forces that result from ongoing discourse and norms that assist to shape the
actions of states and other actors, such that a social constructivist approach provides the stages
and processes through which norms become “socialized” into domestic settings. Even in Taiwan,
where accession to treaties proves problematic given the influence of mainland China on world
affairs, the state has adopted policies that reflect the norms and principles of the LOS, with a
view towards integrating the rules into its domestic laws.**

A relevant example that can also go a long way towards including Taiwan in maritime
global governance is the Arctic Council (AC). The AC is principally composed of eight states,
ten observer states, and six non-governmental organizations all of which take an active part
in the AC’s discussions and agreement drafting. The AC’s binding Agreement on Enhancing
International Arctic Scientific Cooperation from 2016,% resulted from ongoing meetings and
various task forces composed of not only states, but also scientific experts and non-governmental
organizations representing indigenous peoples in the region along with other interests.*

Of course, the compliance pull forces exist from within the state, such as from a domestic
social movement or particular group making a claim, and from outside the state, such as
transnational social networks or an international treaty body that pressures a state or other actor to
act in accordance with the norm. By also allowing for the inculcation of a norm within a domestic
context, changes within the governance structure can ensue that allow protections to take root in
the state and its infrastructure.’” Socialization is especially useful in instances where no judicial
challenge exists because the state might not have consented to international judicial oversight, the
existing governance structure does not provide the means for judicial involvement, or a tribunal
would simply be ineffective (or potentially even cause greater harm due to a state ignoring a
decision).?® Yet, the norm can serve as part of the ongoing use of ideas and principles as challenges

3 See e.g. B. Greenhill The Company You Keep: International Socialization and the Diffusion of Human
Rights Norms 54 Intl. Studies Q. 127 (2010) (noting at 129 how international governmental organizations
better influence states” human rights practices through the socialization process as opposed to the traditional
methods of punishment and coercion).

** N. Hu Taiwan’s Oceans Policymaking: Its Development and Assessment 40 Coastal Management 195
(2012) (noting the need for additional legislation and creation of a viable policy).

35 The document, from May, 11,2017, is available at: https://oaarchive.arctic-council.org/handle/11374/1916
3¢ Thus, the Russian co-chair of the Task Force for Enhancing Scientific Cooperation in the Arctic, Vladimir
Barbin, noted that: The uniqueness of the process of negotiating this document was that the permanent
participants and the observers were given an opportunity to take part in preparing concrete provisions of
this Pan-Arctic intergovernmental document. This shows once again that all Arctic countries are committed
to enhancing international cooperation in the Arctic and welcome the contributions from the other interested
parties.

Arctic nations agree to more scientific cooperation, Radio Canada International, The Independent Barents
Observer, July 14, 2016, availablae at: https://thebarentsobserver.com/en/arctic/2016/07/arctic-nations-
agree-more-scientific-cooperation

37 T. Risse and K. Sikkink The socialization of international human rights norms into domestic practices:
introduction 1 in T. Risse, S. Ropp, and K. Sikkink (eds.) The Power of Human Rights: International Norms
and Domestic Change (Cambridge U. P., UK, 1999) (hereinafter: Risse and Sikkink) at 2

38 Arguably that seems to be the case with the recent Philippines-PRC arbitral ruling from the
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to, and part of the language of, actors making the claim for protection and by those with an actual
interest in creating new forms of standards (be they economic actors or environmentalists). As
different stages of socialization emerge, be it through legal changes, argumentation and persuasion,
ongoing dialogue or strategic bargaining,® reliance on the norm can take root and become more
firmly entrenched in the state and society. Actors within a state are constantly shaping their identity
and perceptions pursuant to internal and external forces, including other states, transnational actors,
and domestic groups espousing ideals that are important to them.

Granted, governmental policies are not solely driven by domestic actors, but also by non-
state transnational actors, like NGOs, international organizations, and treaty bodies who sway
and influence the state. These actors can apply normative pressure on states through shaming
and denunciation. Norms achieve stronger prescriptive status as they enter the discourse with
the state, become further internalized in the legal system, and begin to guide state behavior as
well. For example, the General Assembly’s 2016 Resolution on Sustainable Fisheries* can serve
as groundwork for further engagement not just by states, but by all relevant actors to refer and
entrench the desired standards. It can serve as a form of benchmark and discursive framework for
making claims and providing the contours to proper action, in a manner that includes non-state
entities as well as states like Taiwan who play a major role in the issues to be regulated.

As the norm becomes part of the discourse, the discourse becomes a form of exchanging
information, as well as a means of clarifying what form of protection is sought after.*! Actors
will form their own collective understanding that is related to their identity as a means of
sharpening their interests and desired scope of protection.*” Relying on the norm internalizes
the norm, validates reliance on the norm as part of accepted discourse, and leads to a form of
institutionalization of the norm within the state,* all of which open up avenues of protection.
For example, the notion of corporate social responsibility as applied to fishing boats engaged in
illegal, unreported, or unregulated (IUU) fishing would be better enforced if the desired standards
are properly codified and entrenched in the enforcement mechanisms of the state.*

LOS Tribunal of July, 2016 where the PRC stated at the outset that it will ignore the award, and even the
Philippines has turned a blind eye to the award in its subsequent dealings with PRC. Cf. E. Franckx The
effects of the South China Sea Dispute and the Arbitral Ruling on UNCLOS and International Law 47 in
M. Hiebert, G. Poling, and C. Cronin (eds.) In the Wake of Arbitration (Rowman & Littlefield, UK, 2017)
(concluding that the rise in the number of states using the LOS Tribunal mechanism over the past ten years
also indicates an inclination towards better adherence to the decisions).

¥ See discussion infra.

402016 General Assembly Resolution 71/123, December 7, 2016, available at: http://www.un.org/depts/los/
general assembly/general assembly resolutions.htm

4 C. Marsh and D. Payne, The Globalization of Human Rights and the Socialization of Human Rights
Norms 2007 Brigham Young University L. Rev. 665 (2007) (hereinafter: Marsh and Payne) at 675 noting
for example the emergence of the freedom of religion in different states and regions as a result of the right
becoming part of the subjective understanding of culture (and asserting, at 680, that socialization requires
both enculturation of norms as well as legal acceptance of same).

4 Risse and Sikkink at 14; Marsh and Payne at 678 (noting the importance of recognizing the different
social and historical contexts in which religious freedom emerged, as but one avenue for addressing the
matter of relativism in human rights).

43 Risse and Sikkink at 17; R. Goodman and D. Jinks How to Influence States: Socialization and International
Human Rights Law 54 Duke L. J. 621 (2004) (hereinafter: Goodman and Jinks) at 626 (highlighting the
distinctiveness of the acculturation process — as opposed to coercion and persuasion - as the former allows
for states to adopt the perceptions and patterns of surrounding cultures).

4 Granted, a stable underlying infrastructure is needed as well that includes more participants like the
media, consumers, and non-governmental organizations. See discussion infra for more discussion on the
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The presumption is that the state will then have an internal social mobilization process whereby local
actors and activists become more emboldened in relying on norms, and states would in turn become
less inclined to deny the validity of norms.* The state becomes engaged in a dialogical process that
incorporates relevant norms as part of the legitimate and usual form of ongoing discourse.* These
norms can be mobilized to become a part of the legislative framework, allowing for a further form
of internal institutionalized entrenchment (and possible challenges) to take place.’

Socialization then recognizes the role of domestic and transnational actors to not only
engage in political transformations through discourse and pressure, but also to alter internal
domestic structures with a view towards stronger entrenchment of norms.* Included in the
various benefits of socialization of norms is the mobilization of domestic opposition to states not
adhering to such standards, such as to incorporate the voices of NGO, social movements, and
international organizations acting to uphold the emerging or applicable standards.*’ Rather than
get caught up in an interest-oriented framework that might be centered on economics, military
capacities, or other forms of power influence, socialization looks towards the ideas and existing
communicative processes that tend to define the material and important factors and state interests
at stake, and use this understanding to influence state preferences and political decisions.*
Taiwan would be presented with an opportunity to express its interests while also taking part in
the development and application of emerging maritime global standards.

Undeniably, operating within the confines of the state to allow for entrenchment and
enforcement of standards will not wholly address the aforementioned problems associated with
maritime governance. This is particularly the case for maritime governance where the actors are
either operating outside of formal state borders and states simply do not have the wherewithal to
“govern” all areas of the ocean.

Thus, securing states to adhere to standards is but one step towards creating viable policy
that emanates from a dynamic process. Additional key factors include forms of voluntarism and
soft law to develop effective norms that are more readily applicable and suited for maritime
global governance. This too allows for participation opportunities by Taiwan to develop and
apply proper governance standards by working not just with states, but also the surrounding
actors who play a role in effective maritime global governance.

An example of how a set of governance norms might emerge is the FAO Port Agreement that
went into effect in 2016. The agreement is interesting in that there remain serious jurisdictional
issues concerning the scope and capacity of a port state to actually engage a vessel for illegal
activity performed outside a state’s area of control (such as on the High Seas).”! Yet, the agreement
stipulates that states may take measures beyond just denying right of port facilities® to include as

importance of these participants in creating effective global maritime governance.

4 Risse and Sikkink at 25-6.

46 Risse and Sikkink at 28; Marsh and Payne referring to this as a form of strategic bargaining.

47 Risse and Sikkink at 29-30.

48 Risse and Sikkink at 4; Goodman and Jinks at 626 (referring to this stage as the acculturation of rights).
4 Risse and Sikkink at 5; Marsh and Payne noting the capacity to raise the “moral” consciousness of states
and engage in argumentation and persuasion is largely driven by domestic actors within a state.

% Risse and Sikkink at 7; Marsh and Payne noting that this is a form of institutionalization and habitualization
of state behavior.

51 See e.g. E. Molenaar, Port State Jurisdiction: Toward Comprehensive, Mandatory and Global Coverage
38 Ocean Development and International law 225 (2007) (noting how a port state might make use of its
duties towards the international community as one of the means by which to move from a voluntary-based
structure to a more mandatory framework).

2 FAO Port Agreement Article 4(1)(b)
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well standards that are required of regional fishing management organizations or other internal
laws of the state (as long as they are in accordance with international law).>

Injecting a socialization approach to the agreement can provide further possibilities not only
for a state say to criminalize IUU high seas fishing of endangered species (a possibility under
the agreement and one envisioned when incorporating the FAO’s desired norms), but also
for the involvement of external actors who might be involved in monitoring the ships. Indeed,
when discussing the potential for shaping and enforcing a code of conduct to protect the marine
environment, involvement includes international conservation groups, intergovernmental bodies,
non-governmental organizations, consumer groups, and civil society actors with a view towards
engaging the public through educational initiatives, re-orienting consumer behavior and habits,
and providing guidelines for practitioners and conservation groups.>* Actions such as creating a
certification scheme for [UU fishing sources or publishing rebukes™ as well as establishing external
reporting by non-state actors all assist the state to address potential jurisdictional issues and also
allow for alternative means of enforcement by external actors that might be more effective than
having a state authority arrest a fishing boat and its crew. Moving towards more ecologically
oriented forms of territory, such as shared governance arrangement, would incorporate all interests
involved as well as allow for a role of Taiwan in the policy shaping process.* Taiwan’s involvement
is especially necessary given its territorial possessions in the area like Itu Aba (Taiping) island, its
active role in the fishing industry, and its stated desire to protect the environment.?’

Importantly, the maritime governance process must incorporate a wider range of
stakeholders to include media, politicians, interest-groups, and consumers while also carrying
out international institutional reform at the level of sub-systems to allow for support systems for
finance, economic development, and the environment all at the same time (in a manner similar
to CITES). The links between these different actors operating in the sub-systems are essential
to target and enhance as a means of building a shared vision that tends to earmark common
problems and achieves common solutions.*® This is already witnessed by the work of the Arctic
Group where the permanent participants (six indigenous peoples groups) work not only with the
member and observer states, but also with the task forces and expert groups who are comprised
of non-state representatives as well. Further, diverse interactions amongst a variety of different
actors will lead to the emergence of better normative instruments that tend to coalesce different

3 Kopela at 99 (noting at 100-101 the emergence of state practice indicating a willingness to act against
IUU activity on the high seas and noting at 108-109 the potential for a universal jurisdiction based on the
global commons, to protect the environment).

3 N. Bennett, et. al., An appeal for a code of conduct for marine conservation 81 Marine Policy 411 (2017)
at 415.

5 1d.

% See e.g. M. Lim and N. Liu Condominium Arrangements as a Legal Mechanism for the Conservation of
the South China Sea Large Marine Ecosystem 2 Asia-Pacific Journal of Ocean Law and Policy 52 (2017);
J. McGee, B. Gogarty, and D. Smith Associational Balance of Power and the Possibilities for International
Law in the South China Sea 2 Asia-Pacific Journal of Ocean Law and Policy 88 (2017) (calling for a rule-
based approach towards dealing with issues in the South China Seas).

Both of these proposals would by neccessity inherently involve Taiwan.

57 See the Ministry of Foreign Affairs, Republic of China (Taiwan)’s official statement on the South China Seas,
entitled: Sustainable Governance and Enduring Peace in the South China Sea available at: http://www.mofa.
gov.tw/en/theme.aspx?n=E5A0DS5E2432C234D&s=83376F561B7165E6&sms=BCDE19B435833080

% See e.g. C. Benham, Aligning public participation with local environmental knowledge in complex
marine social-ecological systems 82 Marine Policy 16 (2017) (discussing the importance of including local
communities at the initiation stages of environmental impact assessments rather than ex post facto, when
environmental damage is already done).
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interests (such as trade and the environment) to ameliorate the dire environmental issues that are
only getting worse. Included herein would be the need for good scientific information, utilizing
for example reliable organizations like the Intergovernmental Panel on Climate Change (IPCC)
or Intergovernmental Oceanographic Commission (IOC) who are noted and respected bodies
providing measured and apolitical data. Marine spatial planning could open the door for new
approaches as to how space and the desired protected environment is perceived and regulated as
it moves away from a state-oriented territorially based model.** Upon considering the importance
of conservation for example, one can potentially achieve a new approach in delineating ocean
spaces by adopting a non-tertiary oriented framework in a manner that alters the meaning of the
“freedom of the seas” and attendant fishing and navigation rights.®® Involving external parties
also can be accomplished by using new and inexpensive technologies that can go a long way
towards upholding governance and standards (such as tracking shipping movements through
Google earth to address unreported fishing) as well as allow for a greater spread of technology
systems to lesser-developed countries.

Granted it is important to realize that the socialization process is beset by what appears to be an
over-deterministic (and possibly over-idealistic) argument, especially since one must also account
for different and widely varied forms of reactions (by states and other key actors).®! The social
environments of states radically differ,*> and social norms tend to be a lot more diffuse and complex.®
Further, certain states desire over fishing or lenient shipping standards for example simply to feed
their population, allow for ongoing employment of large sectors of the population, or as a means of
bringing in more funds to the state coffers. Policies and reactions of states and relevant actors like
the fishing industry, the indigenous population in the area, the shipping industry, local and foreign
consumers, the variety of different civil society actors, and relevant international organizations might
indicate and lead towards different conclusions and means for addressing problems.*

The socialization process is not discounting realist approaches that states and other actors
affected by maritime global governance will inherently defer to their interests and fall back on
their economic or security needs. Rather, the notion here is to acknowledge and incorporate the
fact that diverse interests are involved; it is a matter of proper engagement and creating a viable

% See e.g. Lucks and Fuchs, supra, at 513-514. See also V. Roeben The Equitable Distribution of Marine
Resources by Agreement of States—The Case of the South China Sea 1 Chinese Journal og Global
Governance 36 (2015) (proposing the use of negotiated settlements as a means of addressing territorial
disputes such as those found in the South China Seas).

% M. Young, Then and Now: Reappraising Freedom of the Seas in Modern Law of the Sea 47 Ocean
Development and International Law 165 (2016). See also K. Manez, et. al., The Future of the Oceans
Past: Towards a Global Marine Historical Research Initiative July 2, 2014, 9 PLOS ONE available at:
http://journals.plos.org/plosone/article?id=10.1371/journal.pone.0101466#s4 (discussing the importance
of historical studies of the marine ecosystem to provide context and better insight into ecosystem changes).
" E. Shor, Conflict, Terrorism, and the Socialization of Human Rights Norms: The Spiral Model Revisited
55 Social Problems 117 (2008) at 118; Marsh and Payne at 668 noting the overly-linear and teleological
bent of the socialization argument.

2 Goodman and Jinks noting the need to account for different social environments of states when considering
the coercive approach to create change.

% Goodman and Jinks noting the weakness of the persuasive approach when considering the variety of
diffuse social norms.

¢ See e.g. N. Bennett and P. Dearden, Why local people do not support conservation: Community perceptions
of' marine protected area livelihood impacts, governance and management in Thailand 44 Marine Policy 107
(2014) (hereinafter: Bennett and Dearden). The authors found that rural fishing communities in Thailand
located near marine protected areas maintain a negative view of such areas because they are understood to
affect their livelihood.



74 Leonard Hammer

framework that will allow for viable solutions. Transparency and accountability for example are
essential for any governance program to be effective and acceptable to those who are affected, be
they the fishing industry, local workers, or conservationists. Creating economic/private oriented
incentives that are enticing to all the actors involved also would move forward forms of governance
in a legitimate and fair manner® that can include conservation efforts as well. Indeed, a number
of avenues exist for addressing the economic impact of conservation in a viable manner. Inclusion
of relevant stakeholders like local economic actors (who might be most affected) and indigenous
peoples (who maintain an important stake in any decision) in the decision making process is a first
step. Compensating local users for opportunities forgone, and investing in community education
and welfare to understand and be involved with potentially new-form opportunities,® are but some
of the avenues available for an economically viable and enduring framework. Indeed, investigations
concerning local marine protected areas indicate that it can actually necessitate poverty alleviation,
especially when program development that incorporates economic development with conservation
is carried through past the implementation period.®’

A solid governance structure also might start to place an emphasis on partnership models
(such as public-private partnerships to engage broader audiences and account for all forms of
interest).®® Linking up progressive, market-based, entities, civil society organizations (which
can reflect a wide gamut of interests including environmental concerns along with the need for
economic development)® and intergovernmental and other state-driven bodies is also an avenue
for the emergence of viable policy. Consensus building and inclusive, participatory approaches
with partnerships of diverse actors can result in clear and feasible objectives and a well-defined
implementation authority. The importance of inclusivity is especially the case when supported
with suitable knowledge and economic capacity development that are created and managed to
incorporate changing situations and progress assessments. Such approaches also point towards
the involvement of Taiwan in any form of maritime global governance. Taiwan’s interests
merit being accounted for upon recognizing, in a realistic manner, Taiwan’s impact and role in
economic and conservation decisions that are relevant not only to its immediate geographic area
in the South China Seas, but also the ocean in general.”

% Bennett and Dearden at 114 note the importance of creating alternative forms of livelihood, connecting
those affected economically with available assets, and having them share in the benefits offered by
conservation efforts as new industries emerge. See also P. Jones, W. Qiu, and E. De Santo, Governing
marine protected areas: Social-ecological resilience through institutional diversity 41 Marine Policy 5
(2013) (hereinafter: Jones et.al.) at 12 (noting the importance of equity and fairness in resource distribution
as one of the key grounds for viable marine governance).

% P, Jones et. al. at 12.

7 See e.g. G. Gurney, et. al. Poverty and protected areas: An evaluation of a marine integrated conservation
and development project in Indonesia 26 Global Environmental Change 98 (2014)

% Bennett and Dearden, at 114 (noting the benefits of involving local people in management decisions
and long-term development plans); T. Mellado, et. al. Use of local knowledge in marine protected area
management 44 Marine Policy 390 (2014) (importance of local ecological knowledge given impact on
effective management of marine protected areas).

% P. Jones et.al. at 12 noting for example the importance of using non-governmental organizations as an
avenue for implementing incentives and proper management in marine protected areas..

" Taiwan maintains one of the largest distant water fishing industries (in terms of scale), see 2015
ROC Fisheries Agency Report, available at: http://www.fa.gov.tw/en/FisheriesoROC/content.
aspx?id=2&chk=05d9ffd2-651d-4686-a2d1-a44413152366&param=pn%3D1 and it is subject to much
stress to maintain existing fishing levels, see e.g. S. Murphy EU gives yellow card to Taiwan SeafoodSource,
October 1, 2015, available at: https://www.seafoodsource.com/news/environment-sustainability/eu-gives-
yellow-card-to-taiwan.
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Finally, it is important to point out that even with the advent of some forms of regional agreements
regarding fishing management schemes (many of which include Taiwan simply by virtue of
realistic necessity), a more integrated and effective structure is needed to address current maritime
governance, rather than the existing patchwork systems.” TUU and environmental changes are
wreaking havoc with the fishing industry and extreme climatic events will only get worse as the
ocean absorbs the majority of the climate alterations that are happening throughout the world.

Conclusion

In some ways, maritime governance has been going on for some time (albeit not on a global scale).
For example, states are beginning to create marine protected areas as a means of conserving species
and preventing overfishing. In certain instances, these forms of protection have even reflected a
form of socialization as states have begun to incorporate appropriate norms into their domestic
laws and have included relevant surrounding actors into the process. The means for protecting the
Arctic for example includes not just states, but also indigenous peoples and other experts. There is
a push towards inculcating norms as grounds for fomenting change, such as the FAO’s recent move
to have the Port State Agreement turn into binding international law (for signatory states).

What is missing however, and what seems to be sorely needed, is a form of maritime global
governance that will effectively incorporate all relevant actors, create viable and enforceable
norms that reflect a variety of interests, and allow for the emergence of applicable global
management regimes that will adequately ensure for the protection of marine resources in a
sustainable manner. To be effective, such a global framework should incorporate all relevant
actors in the process who can play an important role in developing effective policy and lead to
proper oversight and enforcement as well.

Despite Taiwan being an isolated state in many respects, it is a significant participant in
maritime issues and can have a broad and lasting impact on policy development that can lead
to effective maritime global governance. Taiwan possesses territory, is an important economic
actor in the fishing industry, desires to act for and protect the environment, and is ready and
able to incorporate the views of the wide gamut of relevant external actors, from environmental
organizations to private economic firms.

A socialization approach opens up the possibility to reconsider existing normative structures
and think beyond the territorial based notion of state control, thus allowing for participation by
states like Taiwan along with non-state actors who can assist in creating policy. Incorporating the
interests of conservationists and the need for sustainability to provide for the ocean’s survival will
allow states to work with relevant civil society actors and globally engage maritime governance
that properly prevents those with immediate, short-term, economic thinking who are acting at the
expense of everyone else (and future ocean users as well). Thinking beyond territorial notions
regarding the ocean allows for perceptions that measure environmental viability over economic
opportunities, and encourages states to seek out alternative energy sources (like wind or solar
power rather than fossil fuels) and more sustainable fishing methods (like aquaculture).

At the same time, economic concerns such as the need for development can be incorporated
into decision-making processes that will capture the needs of those whose jobs have been displaced
or have relied upon the ocean as a food source. Incorporative management and involvement of
all relevant actors at the decision making and implementation process will allow for a movement
away from focused and immediate economic needs as the defining factors of one’s interests.
Rather, local communities with the most at stake will not only better comprehend the process
and reasoning behind the shifts (such as preventing overfishing), but will also become part of

7! 'Warner at 775
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the process (such as to utilize the new areas for other purposes, like environmentally viable
fish farms or eco-tourist areas, to name but a few of the possibilities). Taiwan can and should
play a major role in these developments given its geographic position, economic and scientific
capacities, and stated willingness to assist and be a responsible participant. A socialization shift
then will move towards models that recognize the breadth of influential actors beyond the state
who can and do play an important role in the ever-changing process that maritime governance
involves, leading to the creation of viable and effective policy.
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The Conflict In Nagorno-Karabakh
Within The International Scenario

Walter Morana

Abstract In April 2016, Azerbaijan and Armenia resumed their conflict in Nagorno-Karabakh,
reawakening tensions that had not been settled since the first years of the Soviet Legacy and,
most of all, the end of the 1992-94 war. The first part of the present article aims at investigating
the main historical and political reasons behind this “frozen conflict”. In order to reach this
goal, the author will analyze the main issues in support of the status quo in the area, such as the
Turko-Russian influence, the role of the European Union (EU) and the situation of minorities
and IDPs. The article also offers an analysis of the Minsk Group, originally formed by the
OSCE for conflict prevention and resolution in the territory, and proposes new perspectives
to overcome the power games affecting its current structure and activity. Particularly, in the
conclusion, the author promotes the benefits of an exercise of soft power such as a ground-
level cooperation between the EU and Azerbaijan. Especially if placed within a wider reform
of the European Neighborhood Policy (ENP), this promotion of structural reforms in Nagorno-
Karabakh might represent a valuable model to look at within the relations entertained by the
EU with its Eastern Partners.

Key words Armenia, Azerbaijan, Nagorno-Karabakh, EU, Russia, Four-Day War

JEL Classification F52

Introduction

The four-day war burst in Nagorno-Karabakh in April 2016 unearthed an unresolved conflict whose
increasing voltage has been threatening for more than twenty years the balance in South Caucasus.
Although both local and International actors have committed themselves to prevent any future conflict
in the area, the political and economic relevance of the tensions between Armenian separatists and
Azerbaijan has been eventually underrated under political and socio-economic aspects.

In “Tl Conflitto del Nagorno-Karabakh e il Diritto Internazionale” (2014), Professor Natalino
Rongzitti of International Affairs Institute (IAI) had considered the possibility for peace to return in
Nagorno-Karabakh only after the outbreak of a new war. Actually, the tension have never ceased
in this small region since, after the 1992-94 war, a temporary truce had the effect of paralyzing
each side’s positions into a “frozen conflict”, where an apparent peace had led to increasingly
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violent disruptions instead. As well as in South Ossetia, Ukraine and Kosovo, Russia’s traditional
paternalism towards its “minor” allies also plays a role within the troubled instability in
Nagorno-Karabakh. Although Gorbacév’s Perestroika had actually encouraged a critical review
of the Soviet Union and its policies, a smooth democratization process has never taken place in
many former Soviet states, not allowing historical ethnic divisions to be totally settled. However,
prolonging the existing status quo might no longer be a sustainable solution to preserve the
precarious balance in South Caucasus.

Starting from Professor Ronzitti’s opinion, the present article aims to explore the historical,
political and socio-economic developments behind the four-day war in Nagorno-Karabakh and
what peace scenarios it opens. In this regard, the article also invites the “Powers” involved in the
conflict to focus on the opportunities that a sustainable peace process might bring, rather than the
perspectives of short-term solutions.

The developing role of Turkey as the watchdog of Russia’s responsibilities within the OSCE
Minsk Group and, most of all, the need for the European Union to deepen its sight towards the
Southern Asian Market might drive the change towards this direction. Therefore, the article
will also focus on the issue of IDPs in Azerbaijan, showing that promotion of democratization
and structural reforms are the requirements needed for a harsh quest for stability to turn into an
effective stabilization.

2. The two-year war (1992-1994)

Nagorno-Karabakh’s vicissitudes date back to the immediate post-World War I period. In 1922,
the USSR merged Georgia, Armenia and Azerbaijan in to the Transcaucasia Republic, where
Catholic Armenia and Muslim Azerbaijan had already faced each other about the respective
positions towards Turkey, already at war with the Soviet Empire. In 1937, once Transcaucasia
was dissolved, Stalin conceded to Turkey a forcible annexation of the territory of Nagorno-
Karabakh to Azerbaijan, despite the Armenian community constituted a great majority of its
population (around 94%).

In 1988, similarly to other independence processes occurred after the fall of the Soviet Giant,
Armenian separatists gradually pushed Yerevan to claim back Nagorno-Karabakh from Azerbaijan
until when, on December 10%, 1991, an internal referendum established the independence of
Nagorno-Karabakh. Such controvert political act led to new claims from Baku and, eventually, to
a bloody two-year war of large scale violence bringing about the deaths of 25,000 victims. In May
1994, delegations from Armenia and Azerbaijan signed the Bishkek Protocol, through which the
participants declared their willingness to stop the conflict sine die and asked for a mechanism aimed
at preventing a future resumption of hostilities. However, the ceasefire called upon in the Protocol
did not bring any concrete change for the political status of Nagorno-Karabakh: what before 1992
was a geographical oblast’ (area) maintained its status of a seceded State that the International
Community has always refused to recognize. At this point, two main issues seem to feature the
1994 truce, as well as the uncertainty over the socio-political situation in Nagorno-Karabakh. First,
the ceasefire lacks of a dies ad quem, making it inherently temporary. The document sets a deadline
as «no later than 22 May» of the same year, when a trilateral “agreement on the cessation of
the armed conflict” would have completed the negotiation. However, such an agreement is still
pending. As a main consequence, «if duration is not defined», states the IV Hague Convention on
the Laws and Customs of War on Land, Article 36 of the Regulations, «the belligerent parties may
resume operations at any time, provided always that the enemy is warned within the time agreed».
Using John Galtung’s definition, Nagorno-Karabakh is experiencing a “Negative Peace”, whose
unsettled matters are ready, at any moment, to burst into a new war.
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FOCUS: Internally Displaced Persons and Minority Rights

Several reprisals and short cease-fire have taken turns in Nagorno-Karabakh since the end of
the two-year war, slowly cracking the weak provisions included in the 1994 truce. Due to a
lack of concrete peace conditions and the total absence of any exercise of power from Baku, the
Republic of Nagorno-Karabakh is, today, a land of nobody. In fact, as the International Crisis
Group denounced in 2011, from the territory it does not transpire the current situation in terms of
arms trafficking, military expenditures and even the status of peace talks.

Nevertheless, the local humanitarian situation is sadly known. Most notably, in 2009, the UN
High Commissioner for Refugees (UNHCR) reported an estimated 15,000 Armenian Internally
Displaced Persons (IDP) inside Nagorno-Karabakh and 600,000 Azeri IDPs forced to flee to
Azerbaijan. The result of this unceasing internal migration process is that, nowadays, 7% of the
population in Azerbaijan consists of IDPs: it is truly one of the highest per capita concentrations
in the world. From the last Census conducted in 2005 in Nagorno-Karabakh, it results that the
progressive diaspora occurred from the 90es would have caused a tragic reduction of Azerbaijani
people living in the territory. Nowadays, sic stantibus rebus, this minority would represent less
than 0.1% of the whole population, in comparison with the 40.7% registered in 1989.

Since Nagorno-Karabakh is a mere territorial entity, all people fled from the war scene to
Azerbaijan have to be regarded as Internally Displaced (and not refugees). Nonetheless, the
1998 UN Guidelines Principles on Internal Displacement oblige Azerbaijan to protect Armenian
people in Nagorno-Karabakh from displacement, particularly due to their status of minorities,
granting IDPs the right to benefit from internal self-determination.

However, the quest of Armenian separatists would clash against the International law.
In 1960, the UN General Assembly had remarked that secession can occur only if based on
«complete equality» between peoples and 1995 Council of Europe’s Framework Convention for
the Protection of National Minorities (FCNM), states, in Article 21, that the rights of minorities
shall be granted in compliance with the fundamental principles of international law «and in
particular of the sovereign equality, territorial integrity and political independence of States».

In few words, an Armenian Government based in Stepanakert would not be representative of
the Azerbaijani people that forcedly left the Region (or that might still live in it) and respectful
of Azerbaijan’s territorial integrity. Since the UN Security Council Resolutions 822, 853, 874
and 884 simply talk about «Armenian people in Nagorny Karabakhy, therefore underlining
their status of minorities, the Government of Yerevan (that never officially claimed Nagorno-
Karabakh as part of its territory) is entitled to protect their rights in Azerbaijan, but not also to
back them up in their fight for external self-determination.

3. The main actors within the conflict settlement in Nagorno-Karabakh

For these reasons, in 1993, the UN Security Council issued Resolutions 822, 853, 874 and 884,
oriented to protect the territorial integrity of Azerbaijan, resume negotiations for the resolution of
the conflict and endorse newly formed CSE Minsk Group’s efforts for peace building in the area.
Probably, the most significant outcome in terms of conflict settlement in Nagorno-Karabakh was
reached by the 1994 OSCE Budapest Summit and the resulting establishment of the OSCE Minsk
Group (“Minsk Group”, from now on). This ad hoc steering group, chaired by Russia, France
and the US was built to promote the continuation of the cease-fire and to conduct negotiations
for the conclusion of a «Political Agreement on the Cessation of the Armed Conflict». However,
despite the activity carried out by the Minsk Group, which has worked well so far in terms of
crisis management, its mandate does not include any task related to conflict prevention. In fact,
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this limits the Personal Representative to three main tasks. Besides achieving «an agreement on
the cessation of the armed conflict and in creating conditions for the deployment of an OSCE
peace-keeping operation», the Minsk Group shall assist the parties «in implementing and
developing confidence-building, humanitarian and other measures facilitating the peace process»
and cooperate «with representatives of the United Nations and other international organizations
operating in the area of conflict». In occasion of the 2007 Madrid Summit, the three co-Chairs
presented the “Basic Principles for a settlement of the conflict” (otherwise known as “Madrid
Principles™) that should have led the way to comprehensive peace talks in Nagorno-Karabakh.
They particularly call for:
* The return of the territories surrounding Nagorno-Karabakh to the control of Azerbaijan;
* An interim status for Nagorno-Karabakh providing guarantees for security and self-
governance;
* A corridor linking Armenia to Nagorno-Karabakh;
» Future determination of the final legal status of Nagorno-Karabakh through a legally-
binding expression of will;
» The right of all Internally Displaced Persons (IDPs) and refugees to return to their former
places of residence;
* International security guarantees that would include a peacekeeping operation.
Although the principles address correctly the current issues in the area and provide solutions
in compliance with the tools permitted by International Law, they provide a vague solution
about the political status of the Nagorno-Karabakh and lack of any references to the violations
committed by Armenia. At the end of the document including the Madrid Principles, the Parties
stated that «the rights and privileges of the inhabitants of NK» would have been finalized
«during the interim period with the participation (in a form to be agreed) of NK representativesy.
However, at the opening of the Third Armenian-Azerbaijani Public Peace Forum (24 March
2009) France’s Ambassador Bernard Fassier confessed the impossibility to implement this point
of the Programme, stating that «The status of Nagorno-Karabakh cannot be agreed on now, as
both [...] - international recognition of Karabakh as an independent state, and its return back into
Azerbaijan - are now impossible».
In addition, the internal composition of the Group (beyond Armenia and Azerbaijan, four
EU members - Germany, Italy, Sweden, Finland - Belarus and Turkey belong to it) has caused
repercussions onto the conflict prevention promoted by the “Minsk Process”. On one hand,
the interest of the EU Members about the stabilization in Nagorno-Karabakh has always been
rather marginal, as the adoption of policies for development is essential to attract EU’s focus.
The European Neighborhood Policy (ENP), through which the EU regulates its relations with
Southern and Eastern Partners, is based on a “More for More” principle: the more reforms national
Governments adopt, the more access they earn from European Market. Since 2006, Azerbaijan’s
oil revenue has increased from €1 billion to €19 billion, and such enhanced dependency on oil
business made the country more vulnerable to external shocks, consequently weakening any
promotion of structural reforms. Therefore, the fragility of the current status quo in Nagorno-
Karabakh is unattractive for European investments in Azerbaijan. In 2007, Professor Stefan Wolff
of the University of Birmingham had underlined that, in relation to Azerbaijan, the ENP had been
«more focused on the actual settlement of the conflict (“increase diplomatic efforts”, “increase
political support to OSCE Minsk Group”, “intensify EU dialogue with the states concerned”)
rather than on “accompanying” measures (civil society initiatives, de-mining, IDP assistance) ».
On the other hand, Turkish and Russian moves in the Bosphorus are hemmed in a vice of mutual
control. The clash between Ankara and Moscow upon Nagorno-Karabakh is mainly reflected in
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the contention between two fundamental UN Principles: whereas Russia backs Armenia up for
respecting the principle of self-determination of people (UN Charter, Article 1.2), Turkey stands
for Azerbaijan’s right of territorial integrity (Article 2.4).

Russia’s position as a mediator within the Minsk Group coexists not only with the
responsibility of security provider for Armenia, but also with the necessity to consolidate its
economic power in the region. Russia keeps a solid economic partnership with Armenia, which
entails massive investments on infrastructures such as energy, metal, telecommunication and
banking. Furthermore, Russia is Armenia’s natural political ally in South Caucasus, recognizing
Armenian genocide in 1995 and protecting its national borders within the framework of the
1992 Charter of the Collective Security Treaty Organization (CST), of which Azerbaijan is no
more a member State. Therefore, any future peace resolution might hinder Armenia’s economic
dependency from Russia, which would be deprived of an important outpost between Georgia,
Iran and, especially, Turkey. However, Russia’s role as mediator within the Minsk Group aligns
with the Kremlin’s ambivalent cooperation with Azerbaijan, on both military and energetic fields.
Since 2013, the Russian state’s oil group Rosneft benefits from a trade cooperation with SOCAR,
the State Oil Company of Azerbaijan. Furthermore, Azerbaijan’s proximity to Syria and Iran has
attracted a massive arms flow from Russia over the last years, satisfying the willingness of the
country to prepare for an eventual war in its territory. Notably, Azerbaijan received 85% of its
weaponry from Russia between 2010 and 2015, with an impressive increase of 249% over the
five previous years. Most important, Azerbaijan provides an attractive “energy alternative” outlet
towards Europe, thanks to the Baku-Tbilisi-Ceyhan oil pipeline and Baku-Tbilisi-Erzurum gas
pipeline.

The ambiguity of the policies pursued by the Kremlin in Nagorno-Karabakh has certainly
allowed Turkey to compete with Moscow for the role of mediator within the Minsk Group,
clashing, so far, against its indispensable pro-Azeri position.

4. The four-day war. A predictable event leading to unpredictable effects

In February 2016, Armenia’s First Deputy Minister of Defense David Tonoyan declared that
Yerevan’s strategy in Nagorno-Karabakh turned from defense to deterrence, shaking the
apparent satisfaction that both opponents seemed to show to hold up the status quo in Nagorno-
Karabakh. In fact, while Azerbaijan could count on its military superiority and social stability
caused by the economic growth, Nagorno-Karabakh’s unrecognized independence has been so
far a great achievement also for the self-determination of Armenian minorities, supported by
limited economic sources and Russia.

Yet, the outbreak of the four-day war on April 1%, 2016 was the inevitable outcome of the
unsettled matters outlined above and fatally aggravated by mutated power relations between
Yerevan and Baku. The status of Nagorno-Karabakh has continuously exposed Armenian settled
separatists to repeated provocations from Azeri forces, and these episodes were featured by
increasing violence over the years immediately preceding the conflict. In the meantime, also the
slope between the two countries has seemed to be progressively reducing. Whereas Armenia’s
disadvantage in economic terms has been compensated by the benefit of disposing of more
militaries in the enclave, Russia’s support (helped by the increasing tensions with Turkey) and
the tremendous raise of its Defense budget (up 71% in 2015 compared with 2006), the superiority
of Azerbaijani Government has been proving to be as brittle as the oil business itself. The sharp
fall in oil prices in 2015 and the consequent depreciation of manat (100% against the US dollar)
and oil exports favored rising inflation and stopped a positive trend of poverty reduction that
Azerbaijan had been experiencing for over a decade.
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The tension between the two countries has progressively pushed the Azerbaijani troops to cross
the border arbitrarily drawn in 1994 and quickly conquered 14 front posts in the Talish-Seysulan
area and 7 in Lale Tepe. After this first limited blitzkrieg, Baku proclaimed unilaterally a cease-
fire, arousing new tensions and leaving the conflict open to any possible outcome. During
the following days, Russian Prime Minister Medvedev met his counterparts in Armenia and
Azerbaijan to discuss the terms for a comprehensive agreement on a new ceasefire, expressing the
necessity to avoid a large-scale war «that could have the most tragic consequences for the regiony.
Although the four-day war took place exclusively within the borders of Nagorno-Karabakh, the
high costs in terms of human lives still denounce a huge gap between the opportunities showed
by diplomatic talks and the permanent urgency of conflict settlement. Whereas Armenian official
sources reported more than 80 fatalities and at least 120 injured, Azerbaijan has referred to its
fatalities as a state secret and has not yet updated have not updated its April 2016 confirmation
of 31 combatants and 6 civilians killed.

In short, this new massive violence brought the territory back to the exact post-1994 conflict
situation, both in terms of domestic policy and diplomacy. Particularly, through the Minsk Group
co-Chairs meeting held in St. Petersburg in June 2016, Russia maintained its interests as the
mediator in South Caucasus under the sole request to increase the existing ceasefire monitors.
It seems clear that, says Thomas de Waal of the Carnegie Endowment for International Peace,
the current ceasefire framework «no longer fits», as further highlighted by the casualties that
welcomed Minsk Group’s last visit in June 2017.

5. Conclusion: Stabilization as the ideal condition

Although more parts expressed the need for a definitive resolution, the present analysis underlines
that some actors, formally involved in the peace process, have not demonstrated sufficient
ability — or willingness — to change the status quo, while it seems that others showed rather a
strong interest in maintaining it. Nevertheless, determining a recognized socio-political status of
Nagorno-Karabakh remains a much-needed achievement.

Taking as a model the strategies adopted by the USSR and the US during the “Cold War”,
Sergey Minasyan of the Caucasus Institute suggests that a gradual stabilization is possible only
if the two opponents will decide to adopt a steely deterrence about the use of weaponry and
a political and diplomatic containment. Nonetheless, leaving the future status of Nagorno-
Karabakh to the sole will of the direct opponents might lead to new unpredictable violations of
the International law under the profiles of protection of IDPs and minorities, use of force and
territorial integrity. For this reason, an effective containment can take place only if helped by
«third countries and great powers», Minasyan says.

In this regard, Russia might be interested to maintain an advantaging status quo, at least
as long as Turkey will not be able to represent a concrete challenge within its race for the
Chairmanship of the Minsk Group and the EU will not push for major involvement. Although
the Madrid Principles have lacked of effectivity, they undoubtedly represent the legal framework
that needs to address the future peace process. However, the current contrasts on the status of the
territory is currently influencing management of the “frozen conflict”, as well as their effective
endorsement.

In its capacity of Chair State within the Minsk Group, the US might hold the balance of the
power and turn its non-recognition of the Government of Nagorno-Karabakh into a push for a
mediation in favor of Azerbaijan’s sovereignty over its own territory. Indeed, the weak trade ties
with Yerevan and the difficult relations with Russia have not ever helped Washington accept the
infringement of the International Law committed in 1992 by Armenian separatists. Nonetheless,
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the absence of US diplomatic corps in Nagorno-Karabakh has been showing a substantial
neutrality from last three White House administrations on this matter. Nevertheless, in the light
of Azerbaijan’s weight as oil and gas exporter, especially towards Europe and Central Asia, the
instability in South Caucasus might still threaten a rise in the oil price, therefore representing a
meaningful challenge for the interests of the US and its allies.

For these reasons, the stabilization in Nagorno-Karabakh could be rather reached through
a targeted ground-level cooperation. This solution might represent a better solution to reach an
effective stabilization in South Caucasus, and the European Union has now the opportunity to play
a leading role in it. The Southern Gas Corridor reaching Europe through Azerbaijan and Turkey
would provide the Old Continent with energy that reduces notably the mid-term dependency
from Russia and whose supply would bypass the current price disputes between Moscow and
Kiev. Through the EU-Azerbaijan Strategic Partnership, the two partners are working closely
towards this direction, for an improvement of energy security and diversification of energy
supplies. Indeed, as stated by the EU Commission within the 2015 European Neighborhood
Policy in Azerbaijan: «The commitment to implementing the Southern Gas Corridor continued
to be of utmost importance for EU-Azerbaijan dialogue».

Most important, the challenge ahead of an effective cooperation within the ENP is to shift the
application of the “More for More” principle from State actors to non-State actors in cases, for
instance, of oil-dependent Partners, such as Azerbaijan. In this regard, the EU would be able to
maintain a strong influence on States that do not focus on mid and long-term reforms, by giving
voice to representatives of their civil societies. European soft power in the South Caucasus,
the TAI encourages, needs to be a sharp instrument of diplomacy: such a different approach
would allow Azerbaijan to create the conditions for Azeri IDPs to return to Nagorno-Karabakh,
in order to involve them directly in any decision process concerning the future political status
of their Region. This goal is also encouraged by the Minsk Group through the first Madrid
Principle: «The final legal status of NK will be determined through a plebiscite allowing the
free and genuine expression of the will of the population of NK. The modalities and timing of
this plebiscite will be agreed by the parties through future negotiations [...]. The population of
NK is understood as the population of all ethnicities living in NK in 1988, in the same ethnic
proportions as before the outbreak of the conflict».

Already in 2012, the EU Parliament had recommended to the Council, the Commission and
the European External Action Service to provide an impetus for internal reform in Azerbaijan. In
this view, they shall aim to ensure a mechanism for active incident-prevention, an investigation
of cease-fire violations, the right of all IDPs and refugees to return to their homes and «a
genuine multinational peacekeeping operation», in order to create suitable conditions for a
free vote concerning the final status of Nagorno-Karabakh. The Commission seems to have
already undertaken this path, increasingly focusing its dialogue with Azerbaijan on economic
diversification, support to infrastructures, civil society empowerment and fair elections.

Supporting democracy at grass root level and opening new market prospects in South
Caucasus seems to be the right way for a “great Power” to trigger an endemic peace process
in Nagorno-Karabakh. Most important, no third Power should shape the identity of this small
territory, driven by the hunger to assert its fragile predominance. Only by aiming to a durable
security for the civilians in Azerbaijan, Nagorno-Karabakh will be enabled to find its straight
way to a socio-political stabilization.
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extended to all the 15 countries of the Security Council, being them permanent or at rotation,
with the weighting of votes bringing less hypocrite the present five Jalta powers partition already
70 years ago. We are talking of the world not existing anymore.

There is no simple way and framework for global governance. Global governance is a general
term which means to think globally and act globally. It is complicated because problems might
be local. It is complicated because problems might be also global. It is complicated because the
solution of problems might be local but also in a global framework global. That is why we need
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and adding their intellectual and scientific capabilities to the human destiny. We have to take
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until a few years ago unimaginable, new military might introduced by innovation must be
some of the crucial challenges, where also our Journal Global Policy and Governance intends
to contribute opening its pages, issue after issue, to faculty, experts, testimonies, articles and
relevant review of books, junior researches working papers. But we know also that traditional
conflicts would not have any perspective in the medium term and will bring to the defeat of the
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To add a valuable contribution to this scientific debate is our very aim and scope



91

Bodies and Organs

Co-Editors Board: Erhard Busek, President IDM, permanent Jean Monnet
Chair European Union, Vienna; Richard Schifter, Ambassador, former US
Assistant Secretary of State and Founder SECI Balkan Initiative, USA,; Chen
Zhimin, Dean School of International Relations and Public Affairs (SIRPA),
Fudan University, Shanghai, Michael Plummer, Director, Johns-Hopkins-
University-SAIS, Bologna Centre; President American Committee on Asian
Economic Studies (ACAES);, Zhu Liqun, Vice President of China Foreign
Affairs University (CFAU), Beijing; Wedigo de Vivanco, Vice President Ernst
Reuter Stiftung der Freien Universitdt, Berlin, Gustavo Piga, Vice Rector for
International Relations, School of Economics, Tor Vergata University, Rome;
Felix Unger, President, European Academy Sciences and Arts, Salzburg, Zhao
Zhongxiu, Vice President UIBE, University, Beijing, Carlo Carraro, President,
Ca Foscari University of Venice; Alexey A. Gromyko, European Section,
Russian Academy of Sciences, Moscow, Leonard A. Ferrari, Executive Vice
President and Provost, Naval Postgraduate School, Monterey, California;, Cui
Zhiyuan, School of Public Administration, Tsinghua University, Beijing; Ustiin
Ergiider, Sabanci University, Istanbul;, Osama Ibrahim, President of Alexandria
University; Gregorio De Felice, Chief Economist, Banca Intesa Sanpaolo,
Milan, Stefano Miani, Department of Economics and Finance, University of
Udine; Valerii V. Kopiika, Director, Institute of International Relations, Taras
Shevchenko National University, Kyiv, Miomir Zuzul, International University,
Dubrovnik, Croatia, Euston Quah, Head, Department of Economics, Nanyang
Technological University, Singapore; Eliot Sorel, George Washington University,
Washington DC; Ugur Erdener, Rector Hacettepe University, Ankara, Turkey;,
Zhu Feng, Deputy Director Center International Strategic Studies, Peking
University; Gian Candido De Martin, Faculty of Political Sciences, LUISS
University, Rome; BoZidar Cerovi¢, Belgrade University and President
Serbian Scientific Society of Economists; Yeo Lay Hwee, Director, EU Center,
Singapore; Ludvik Toplak, Rector Alma Mater Europaea, Maribor, Anatoly
Adamishin, Ambassador, President Association Euro-Atlantic Cooperation,
Moscow,; Maurits Van Rooijen, President Compostela Group of Universities,
Spain; Abdouli Touhami, University of Sousse; Corrado Cerruti, Faculty of
Economics, Tor Vergata University, Rome,; David Faraggi, Rector University of



92

Haifa, Israel; Albert Marouani, President Université de Nice Sophia Antipolis,
Nice, France,; Ioannis Mylopoulos Rector Aristotele University of Thessaloniki;
Andrea Garlatti, Director of CIWE-Interdepartmental Research Center on
Welfare, Udine University, Italy;, Mohammed Zaher Benabdallah, Université
Moulay Ismail Meknes, Morocco; Dragan Marusic¢, Rector Primorska University,
Slovenia; Sun Quixian, Dean School of Economics, PKU, Beijing; Filiberto
Agostini, Faculty of Political Sciences, University of Padua, Marjan Svetli¢i¢,
Head of International Relations Research Centre, Faculty of Social Sciences,
University of Ljiubljana; Joseph Stiglitz, Columbia University, New York, Werner
Weidenfeld, Center for Applied Policy Research-CA, Munich, Dai Changzhen,
Dean School of International Relations, UIBE University, Beijing; Marisa R.
Lino, International Affairs Expert, former Undersecretary of State, Washington
DC; Theodore H. Moran, School of Foreign Service, Georgetown University,
Washington, Abdullah Atalar, Rector, Bilkent University, Ankara; Danijel Rebolj,
Rector University Maribor; Marco Gilli, Rector Politecnico di Torino, Oxana
Gaman-Golutvina, MGIMO University, Moscow; Victor Jakovich, former US
Ambassador in Sarajevo, Coordinator BAC South East Asia and Eurasia, Vienna,
Keun Lee, Economics Department, National University, Seoul;, Massimo Florio,
Public Economics and Jean Monnet Chair, State University of Milan, Hungdah
Su, Director General European Union Centre. Taiwan National University,
Taipei; Chun Ding, Centre European Studies, Fudan University, Shanghai;
Wang Bo, Director Business Confucio Institute at Leeds Universty, UK; UIBE
University, Beijing; Quang Minh Pham, Vice Rector School of Social Science
USSH, Vietnam National University, Hanoi

Editorial Board: Paolo Guerrieri, Director, Istituto Affari Internazionali, Rome;
Rajan Welukar, University of Mumbai;, Amr Al-Dawi, Beirut Arab University,
Lebanon,; Shen Dingli, Director Center of American Studies, Fudan University,
James T.H. Tang, Management University, Singapore; Jiazhen Huo, Tongji
University, Shanghai; Anand Prakash, University of Delhi; Dino Martellato, Ca’
Foscari University of Venice; Sudhir K. Sopory, Jawaharlal Nehru University,
New Delhi; Masahiro Kawai, Dean Asian Development Bank Institute, Tokyo,
Koji Miyazaki, Faculty of Engineering, Kyushu Institute of Technology, Fukuoka
Campus, Japan; Zhongqi Pan, Professor, School of International Relations and
Public Affairs, Fudan University, Shanghai;, Pang Zhongying, Director of the
Centre for New Global Governance of the Renmin University, Beijing; Melina
Decaro, Department of Political Science, LUISS, Rome; Yong Deng, United
States Naval Academy; Jin-Hyun Paik, National University, Seoul; Bachtiar
Alam, Universitas Indonesia, Depok City; Giuseppe Cataldi, Vice Rector
L’Orientale University, Naples, Giuseppe Giliberti, Faculty of Law, University



93

Carlo Bo of Urbino;, Andreas Anayiotos, Cyprus University of Technology,
Lemesos;, Wang Hongyu, School of International Relations, University of
International Business and Economics (SIR-UIBE), Beijing, Antonio La Bella,
Tor Vergata University, Rome; Ren Xiao, Institute of International Studies (I1S),
Fudan University, Shanghai; Eric Zimmermann, Interdisciplinary Center
Herzliya (IDC), Israel; Wei-Wei Zhang, Geneva School of Diplomacy, Centre
for Asian Studies Geneva University, Aldo J. Pérez, Universidad de Belgrano,
Buenos Aires; Joseph Mifsud, Global Higher Education Consulting, United
Kingdom; Giovanni Perona, Politecnico di Torino;, Khani Mohammad Hassan,
Faculty of Islamic Studies and Political Sciences, Teheran;, Wang Hongyu,
University of International Business and Economics(SIR-UIBE), Beijing, Hui-
Wan Cho, National Chung Hsing University (NCHU), Taichung, Joel Sandhu,
Global Public Policy Institute (GPPI) in Berlin, Zhang Jianxin, Professor of
International Relations, Fudan University, Shanghai, Tobias Debiel, Institute of
Political Science, University Duisburg-Essen, Germany, Lucia Serena Rossi,
CIRDCE, University of Bologna, Ugo Villani, Faculty of Political Sciences,
Luiss University, Rome, José Miguel Sanchez, Institute of Economics, Pontifica
Universidad Catolica de Chile, Santiago, Labib M. M. Arafeh, Al-Quds
University, Palestine; Mohammed Dahbi, Al Akhawayn University, Ifrane,
Morocco; Panagiotis Grigoriou, University of the Aegean, Lesbos, Greece;
Jilani Lamloumi, Virtual University of Tunis; Rowaida Al Ma’aitah, Hashemite
University, Jordan, Maria Amélia Martins-Loug¢do, Department of Biology,
University of Lisbon, Portugal; Alejandro del Valle Galvez, University of Cadiz,
Spain; Jacek Ireneusz Witkos, Adam Mickiewicz University, Poland; Edmund
Terence Gomez, University of Malaya, Kuala Lumpur; Saykhong Saynaasine,
National University of Laos; Pan Suk Kim, Yonsei University, Seoul; Tien
Dzung Nguyen, Vietnam National University, Ho Chi Minh City; Raphael F.
Perl, Executive Director, PfP Consortium, Lu Jing, Institute of International
Relations, China Foreign Affairs University (CFAU), Beijing, Zhao Huaipu,
Director of EU Studies Center, China Foreign Affairs University, Beijing;
Aleksandra Prascevié, Faculty of Economics, University of Belgrade;
Alessandro Colombo, Institute of Strategic Studies, State University, Milan,
Joseph Shevel, President Galillee College, Nahalal;, Olga Butorina, MGIMO
University, Moscow, Ali Dogramaci, Bilkent University, Ankara; Karl Aiginger,
Director, Austrian Institute of Economic Research, Vienna, Michele Bagella,
Tor Vergata University, Rome; Bruno Barel, University of Padua; Leonardo
Becchetti, Tor Vergata University, Rome; Giacomo Borruso, University of
Trieste; Yang Ruilong, Dean of School of Economics, Renmin University of
China, Beijing; Marina Brollo, Faculty of Economics, Udine University;, Milan
Bufon, Science and Research Center, University of Primorska, John-ren Chen,
CIS, University of Innsbruck; Fabrizio Onida, Bocconi University, Milan,



94

Ozolina Zaneta, Commission of Strategic Analysis, Riga; Tiiu Paas, Institute of
Economics, Tartu University;, Luca Papi, Faculty of Economics, University of
Ancona,; Lorenzo Peccati, Department of Decision Sciences, Bocconi University,
Milan; Tran Dinh Lam, Director Center for Vietnamese and Southeast Studies,
Vietnam National University, Ho Chi Minh City; Flavio Pressacco, Department
of Economics, University of Udine; Edward Sandoyan, Faculty of Economics
and Finance, Russian-Armenian State University, Yerevan; Rainer Schweickert,
Institute for World Economics, Kiel; Olexander Shnyrkov, Taras Shevchenko
National University, Kiev; Kristina Sorié, Zagreb School of Economics and
Management-ZSEM, Croatia;, Werner Stuflesser, President, European Academy
of Bolzano; Ilter Turan, Bilgi University, Istanbul; Giovanna Valenti Nigrini,
Director Flacso, Mexico City; Paul Vasilescu, Babes-Bolyai University, Cluj-
Napoca, Ladislav Kabat, Pan European University, Nitra; Jeff Lovitt, Director
Pasos, Prague; Andrea Moretti, Dean Department of Economics, University of
Udine; Tatjana Muravska, Faculty of Economics, University of Latvia, Riga,
Qian Yingyi, Dean of School of Economics and Management, Tsinghua
University, Beijing; Ignazio Musu, Ca’Foscari University, Venice; Ahmet Evin,
Sabanci University, Istanbul; Victoria De Grazia, Columbia University, New
York, Liah Greenfeld, Boston University, Andrea Barbero, Department of
Economics, Universidad Nacional del Sur, Bahia Blanca, Argentina, Djordje
Popov, Faculty of Law, University of Novi Sad; Dejan Popovié, Belgrade
University;, Jan Hanousek, CERGE EI, Charles University, Prague; Zlatan
Frohlich, The Institute of Economics, Croatia, Hui Zhang, Head International
Relations, School of Economis, PKU, Beijing, Ernesto Tavoletti, Faculty of
Political Science, Macerata University; Jih-wen Lin, Institute of Political
Science, Academia Sinica, Taipei; Alfonso Giordano, Department of Political
Science, Luiss University, Rome,; Piero Susmel, University of Udine; Corrado
Barberis, National Institute of Rural Sociology, Rome; Ernesto Chiaccherini,
President Accademia Italiana di Merceologia, Rome; José M. Gil, Director
Centre de Recerca en Economia i Desenvolupament Agroalimentari, Barcelona;
Decio Zylberszjtajn, Head of the Center of Studies of Law, Economics and
Organization at the University of Sao Paulo; Rino Caputo, Dean Faculty of
Literature and Philosophy Rome Tor Vergata University;, Taizo Yakushiji,
Research Director Institute for International Policy Studies Tokyo, Tomas
Chiaqui Henderson, Director Institute of Political Science, Pontificia
Universidad Catolica, Santiago de Chile; Attila Varga, Business and Economics
Faculty, Pécs University;, Oscar Godoy Arcaya, School of Political Science,
Pontificia Universidad Catdlica de Chile, Santiago;, Margherita Chang,
Department of Civil Engineering and Architecture, University of Udine; Elena
Sciso, Political Science Faculty Luiss University Rome; Liu Fu-kuo, Division of
American and European Studies, National Chengchi University Taipei; John



95

Micgiel, Director East Central European Center, Columbia University, New
York; Placido Rapisarda, Department of Economics and Quantitative Methods,
University of Catania; Mihaela Miroiu, Dean Faculty Political Sciences,
National School Political Administrative Studies, Bucharest; Mojmir Mrak,
Economics Faculty Ljubljiana University; Nicola Lupo, Political Science
Faculty, Luiss University, Rome; Ziya Onis, Director Center Research
Globalization Democratic Governance, Kog¢ University, Istanbul; Evan Berman,
National Cheng Chi University, College of Social Sciences, Taipei; Volker R.
Berghahn, Department of History, Columbia University New York; Wang
Haiyan, Director of International Cooperation Office, SEM-Tongji University,
Shanghai; Chang Tai-lin, National Chengchi University, European Union
Centre, Taiwan; Mircea Maniu, Department of Management of European
Institutions, Babes-BolyaiUniversity, Cluj-Napoca, AigerimShilibekova, Director
Center for International and Regional Studies, L.N. Gumilyov Eurasian National
University, Astana; Carlo Jean, President Economic and Geopolitics Study
Center-CSCE, Rome,; Ermelinda Meksi, School of Economics, Tirana University;
Ivana Burdelez, Head University of Zagreb Center Mediterranean Studies,
Dubrovnik,; Ksenija Turkovic, Vice Rector University Zagreb; DuSan Lesjak,
Acting President, EMUNI-Euro Mediterranean University, Portoroz, Slovenia,

Scientific Committee: Zongyou Wei, Shanghai International Studies University;
K. Sundaram, Delhi School of Economics University of Delhi; Ichiro Iwasaki,
Institute of Economic Research Hitotsubashi University; Andrea Appolloni, Tor
Vergata University, Rome; Kameka M. Dempsey, International Affairs
Association of Yale Alumni; Tina P. Dwia, Hasanuddin University, Maria
Birsan, Centre for European Studies Alexandru loan Cuza University; David
Camroux, Centre for International Studies and Research Paris; Olga Carié
University Business Academy, Novi Sad; S. Chandrasekaran, Jawaharlal Nehru
University, New Delhi; Nabil Fahmy, The American University in Cairo; Marina
Formica, Universita degli Studi di Roma Tor Vergata; Kaoru Hayashi, Bunkyo
University; Bambang Irawan, University of Indonesia, Vasile Isan, Alexandru
loan Cuza University;, Adrian Lald, “Carol Davila” University Foundation;
Henry E. Hale, Institute for European, Russian and Eurasian Studies, George
Washington University, Roland Hsu, Institute for International Studies Stanford
University;, Dominick Salvatore, Fordham University; Quang Thuan Nguyen,
Institute of European Studies, Vietnamese Academy of Social Sciences, Hanoi,
Nisha A. Shrier, American Jewish Committee, Washington DC, Eric Terzuolo,
Expert International Affairs, USA; John W. Thomas, John F. Kennedy School of
Government Harvard University, Carolyn Ban, European Studies Center,
University of Pittsburgh, Larry Wolff, Department of History, New York
University; Alessandra Gianfrate, International Affairs expert, Rome,; Limei
Gu, Fudan University, Shanghai; Ankang Guo, Nanjing University;, Weiyan



96

Hou, Zhengzhou University, China;, Min Hua, Fudan University; Gao Liping,
Nanjing Normal University, Beijing; Ming Lu, Department of Economics,
Fudan University; Songjian Ma, Zhengzhou University, China, Changhe Su,
Shanghai International Studies University;, Ruiguang Wang, Tongji University
Shanghai; Wai Keung Li, University of Hong Kong; Bing Ling, Sydney Law
School; University of Sydney; Yun-wing Sung, Chinese University of Hong
Kong; Amintabh Kundu, School of Social Sciences, Jawaharlal Nehru
University, New Delhi; Bulat K. Sultanov, Institute of World Economy and
Policy. Almaty; Federica Santini, Ernst&Young, LUISS University Rome;
Ljiljana Viduci¢, Faculty of Economics, University of Split; Hong Lee Jae,
Seoul National University, Bruna Zolin, Ca’ Foscari University, Venice;
Younghoon Rhee, School of Economics, Seoul National University, Amit
Prakash, Centre for the Study of Law and Governance, Jawaharlal Nehru,
Delhi; Bohdan Krawchenko University of Central Asia, Bishkek, Joyashree
Roy, Jadavpur University, Amita Singh, Centre for the Study of Law and
Governance, Jawaharlal Nehru University, New Delhi; Alberto Dreassi,
University of Udine; Kenji Hirata, Tokyo University;, Wang Yong, Center
International Political Economy, Peking University;, Mehmet Huseyin Bilgin,
Faculty of Political Sciences, Istanbul Medeniyet University; Fumiaki Inagaki,
Keio Research SFC, Shonan Fujisawa Campus; Rashid Amjad, Pakistan
Institute of Development Economics, Islamabad; Chwen-Wen Chen, National
Taiwan University, David W.F. Huang, Institute of European and American
Studies Academia Sinica; Francis Yi-hua Kan, Institute of International
Relations, National Chengchi University; Yu-Cheng Lee, Institute of European
and American Studies, Academia Sinica, Taipei; Chih-yu Shih, National Taiwan
University, Thi Kim Anh Nguyen, College of Economics, Vietnam National
University, Andrei Melville, Centre for International Education, Higher School
of Economics, Moscow; Mustafa K. Mujeri, Bangladesh Institute of Development
Studies,; Aleksandra Parteka, Gdansk University of Technology, Adina Popovici,
West University of Timisoara; Victoria Seitz, California State University, San
Bernardino; Nicolae Tapus, Politehnica University of Bucharest; Enrico
Traversa, University of Rome “Tor Vergata”; Stacy C. VanDeever, University of
New Hampshire;, Jian Wang, Shandong University; Bambang Wibawarta,
University of Indonesia; Konstantin Yurchenko, Ural State University, Russia;
Liuhua Zhang, China University of Political Science and Law, Beijing, Khadijah
Al-Amin-El, Elliott School of International Affairs George Washington
University, Galib Efendiyev, Open Society Institute-Assistance Foundation
Azerbaijan; Arif Yunusov, Institute of Peace and Democracy, Baku; Minghao
Sui, Tongji University, Shanghai; Xiaohui Tian, Beijing Foreign Studies
University, Atilla Silkii, Ege University, Steven C. Smith, Institute for
International Economic Policy, George Washington University, Megumi



97

Suenaga, Research Institute for Sustainability Studies, Osaka University;
Timothy S. Thompson, European Studies Center, University of Pittsburgh;
Alejandro Vivas Benitez, Pontificia Universidad Javeriana, Bogota, Alexander
Izotov, Saint-Petersburg State University; Vadim Radaev, Moscow State
University Higher School of Economics; Giovanni Salvetti, Rothschild & Cie
Investment Banking Division; Sergei F. Sutyrin, World Economy Saint-
Petersburg State University; Yulia Vymyatnina, European University at St.
Petersburg, Vladimir Popov, New Economic School, Moscow; Paula
Dobriansky, John F.Kennedy School of Government, Harvard University;
Richard B. Doyle, Naval Postgraduate School Monterey; Victor Friedman,
University of Chicago; Lev S. Belousov, INTERROS, Moscow, Yeoh Seng
Guan, School of Arts & Social Sciences, Monash University Malaysia, Selangor;
Sataporn Roengtam, Faculty of Humanities and Social Sciences, Khon Kaen
University;, Thy Naroeun, Royal University of Phnom Penh,; Kageaki Kajiwara,
Dean School of Asia 21, Kokushikan University in Tokyo, Kyung-Taek Oh,
Chonnam National University;, Franz Lothar Altmann, International Expert,
Munich; Bostjan Antoncic, Primorska University, Koper, Rossella Bardazzi,
Economics and Management Department, University of Florence;, Andrds
Blaho, Doctoral School of International Relations, Corvinus University,
Budapest; Andrea Ciampani, Department of Economics, Political Sciences and
Modern Languages, LUMSA, Rome; Giovanni Costa, Padua University; Daniel
Daianu, National School for Political Studies and Public Administration
(SNSPA), Bucharest; Marco De Cristofaro, University of Padua; Dejan
Dinevsky, University of Maribor; Anto Domazet, Economic Institute, University
of Sarajevo, Pierluigi Draghi, Ca’ Foscari University, Venice; Jaroslava
Duréakova, University of Economics, Prague, Atilla Eralp, Center for European
Studies, Middle East Technical University, Ankara, Bedta Farkas, Department
World Economy Economic European Integration, Szeged University, Pier
Francesco Ghetti, Ca’ Foscari University, Venice, Petar Filipi¢, Faculty of
Economics, Split University,; George Giannopoulos, Hellenic Transport Institute
and Aristotle University, Thessaloniki;, Marco Giansoldati, Ca’ Foscari
University, Venice; Maya Gonashvili, Faculty of Economics, Tbilisi State
University; Olga Gradiska Temenugova, Faculty of Economics, Ss. Cyril and
Methodius University, Skopje; Jean-Paul Guichard, Centre d’Etudes en
Macroéconomie et Finance Internationale (CEMAFI), Université de Nice Sophia
Antipolis; Sergei Guriev, New Economic School, Moscow; Josef Hochgerner,
Chairman ZSI-Centre Social Innovation, Vienna; Julius Horvath, Central
European University, Budapest; Piero Ignazi, Faculty of Economics, University
of Bologna, Jiii Patocka, Economics University, Prague; Kalman Dezséri,
Institute for World Economics, Budapest; Gianclaudio Macchiarella,
Interdisciplinary Center for Balkan and International Studies, Ca’ Foscari



98

University, Venice; Stefano Magrini, Faculty of Economics, Ca’ Foscari
University, Venice,; Sanja Malekovi¢, Institute for International Relations (IMO),
Zagreb, Marco Mazzarino, Planning Faculty, Ca’ Foscari University, Venice;
Neno Pavlov Nenov, Tsenov Academy of Economics, Svishtov, Fatmir Mema,
Faculty of Economics, University of Tirana, Evangelios Nikolaidis, Department
of Economics, University of Crete; Gayane Novikova, Center for Strategic
Analysis, Yerevan, Krzysztof Palecki, Jagiellonian University, Krakow; Anita
Pelle, University of Szeged, Petr Musilek, University of Economics, Prague;
Alessandro Politi, Strategic Analyst, Rome; Horia F. Pop, Babes-Bolyai
University, Cluj-Napoca, Otello Campanelli, Tor Vergata Rome University;
LUISS University, Rome; Marta Bordignon, Tor Vergata Rome University,
LUISS University Rome; Amrita Lambda, JNU, New Delhi; Radu Liviu, Babes-
Bolyai University, Cluj-Napoca,; Veronica Rebreanu, Faculty of Law, Babes
Bolyai University, Cluj-Napoca; Zlatan Reic, Economic Faculty, University of
Split; Alexander Rogach, National Taras Shevchenko University, Kiev, Bobek
Shuklev, Faculty of Economics, Ss.Cyril and Methodius University, Skopje;
Olena Slozko, Institute of World Economy and International Relations (IWEIR),
Kiev;, Andrés Solimano, Economic Commission for Latin America and the
Caribbean (CEPAL), Santiago de Chile; Liga Sondore, Centre for European
and Transition Studies, University of Latvia, Riga; Julide Yildirim, Department
of Economics, TED University, Ankara; Dragomir Sundaé, Faculty of
Economics, Rijeka University; Ljubica Suturkova, Ss.Cyril and Methodius
University, Skopje; Tanja Mi§c¢evié, Faculty of Political Science, University of
Belgrade; Binnaz Toprak, Bahgeqehir University, Istanbul; Vittorio Torbianelli,
University of Trieste; Kako Tsomaia, Faculty of Economics, Tbilisi State
University, Dima Daradkeh, Department of Banking and Finance, Yarmouk
University, Irbid, Jordan; Konstantinos Velentzas, University of Macedonia,
Thessaloniki; Veselin Vukoti¢, Economics Faculty, Podgorica University;
Sergey Yakubovskiy, Odessa National University; Raffaele Matarazzo, Research
Fellow IAI - Istituto Affari Internazionali Roma; Florian Gruber, Centre for
Social Innovation, Vienna, Matteo Meng-jen Chang, EU Centre at Fu Jen
Catholic University, Taipei; Marina Schenkel, Department of Economic
Sciences, Udine University; Roberto Camagni, Politecnico di Milano, Laura
Ziani, Udine University; Barnard Turner, EU-Centre National, University of
Singapore; Fabrizio Mattesini, Faculty of Economics, Tor Vergata University,
Rome; Wang Dashu, School of Economics, Peking University, Yang Yao, Deputy
Director, National School of Development/CCER, Peking University, Maurizio
Maresca, Faculty of Law, Udine University; Richard Doyle, Naval Postgraduate
School, Monterey, California, USA; Salvatore Abbruzzese, Faculty Sociology,
University Trento; Irina Nasadyuk, Department of World Economy and
International Economic Relations, Odessa National University, Radmila



99

Jovancevié, Head Department Macroeconomics Economic Development,
University Zagreb;, Wu Chengqiu, School of International Relations and Public
Affairs (SIRPA), Fudan University, Shanghai, Yuriy Bilan, Economics Faculty,
University Szczezin, Poland

Journals Authors with Transition Academia Press 2014-2017

Vera A. Adamchik, University of Houston-Victoria, USA; Elvin Afandi, Islamic
Corporation for the Development of the Private Sector (ICD), Jeddah, Saudi
Arabia; Melati Ahmad Anuar, Faculty of Management, University Technology
Malaysia; Kamelia Assenova; Faculty of Business and Management, University
of Ruse, Bulgaria, W.N.W. Azman-Saini, Department of Economics, Faculty
of Economics and Management, Universiti Putra Malaysia (UPM), Selangor;
Ivana Bassi, Department of Food Science, Agrifood and Rural Economics
Section, University of Udine, Italy; M. Barseghyan, Department of Economics
and Finance, Institute of Economics and Business Russian-Armenian (Slavonic)
University, Yerevan, Armenia; Laura Bergnach, Department of Human Sciences
(DISU), Udine University, Italy; Josef C. Brada, Department of Economics,
Arizona State University, Tempe, USA; Marco Braggion, Department of
Economics, Ca’ Foscari University, Venice, Italy; Can Biiyiikbay, Department
of Political Science and Public Administration Turkish-German University,
Istanbul; Nadia Carestiato, Department of Human Science, University of Udine,
Italy; Mehmet G. Celbis, UNU-Merit, Maastricht University; Pei-Fei Chang,
Institute of European and American Studies, Academia Sinica, Taipei; Leila
Chemli, Faculty of Sciences Economic and Management, Sousse University,
Tunisia;, Ho-Ching Lee, Center for General Education, National Central
University, Chungli, Taiwan;, Rabaa Chibet, PhD Student Department of
Economics, Faculty of Economic Sciences and Management, Kok Sook Ching,
Faculty of Business, Economics and Accountancy, Universiti Malaysia Sabah; Lim
Guan Choo, Faculty of Management, University Technology Malaysia, Giulia
Ciuffrida, Luiss University, Rome; Giovanni Covi, Department of Economics
and Finance, University of Verona, Italy/ European Central Bank, Frankfurt Am
Main; Demeh Darakhad, Faculty of Economics and Administrative Sciences,
Yarmouk University, Irbid, Jordan, Dilip K. Das, The Institute of Asian Business,
Solbridge International School Of Business Woosong University, Korea, Lidia
Davoyan, Department of Economics and Finance, Russian-Armenian (Slavonic)
University;, Vahan Davoyan, Department of Economics and Finance, Russian-
Armenian (Slavonic) University, Yerevan, Armenia, Prem Prakash Dewani,
Indian Institute of Management, Lucknow,Irina Dokalskaya, Department of
Economics and Statistics, University of Udine, Italy; Jovan Duraskovié, Faculty
of Economics, University of Montenegro, Podgorica; Tamds Dusek, Department
of Economic Analysis, Széchenyi Istvan University, Gyor, Hungary, Fumitaka



100

Furuoka, Asia-Europe Institute, University of Malaya, Kuala Lumpur, Iryna
Harechko, Lviv Polytechnic National University and Ivan Franko National
University of Lviv, Ukraine; Hanafiah Harvey, Pennsylvania State University,
Mont Alto; Saifuzzaman Ibrahim, Department of Economics, Faculty of
Economics and Management, Universiti Putra Malaysia (UPM), Selangor,
Deepak Iyengar, Department of Finance and Supply Chain Management,
College of Business and Economics, Central Washington University, Ellensburg;
Mart Kaska, University of Tartu, Estonia; Faisal Khan, Faculty of Management,
University Technology Malaysia; Zana Karkin, Sarajevo School of Science and
Technology, Bosnia and Herzegovina; Akos Kengyel, Institute of International
Studies, Corvinus University, Budapest, Hungary; Majid Kermani, Islamic
Development Bank (IDB) Group, Jeddah, Saudi Arabia; Arthur E. King,
College of Business and Economics, Lehigh University, Bethlehem, USA, Stella
Kostopoulou, Aristotle University of Thessaloniki, Greece; Milena Lipovina-
BoZovié, Faculty of Economics, University of Montenegro, Podgorica, Marek
Louzek, University of Economics, Prague, Czech Republic;, Lu Yi, University
International Business and Economics, Beijing, Lu Yingchun, Faculty
Shanghai Administration Institute; Miklos Lukovics, Faculty of Economics and
Business Administration, University of Szeged, Hungary, Carlo Mastrosimone,
Luiss University, Rome; Ermelinda Meksi, Faculty of Economics, Tirana
University, Stefano Miani, Department of Economics and Statistics, Udine
University, Italy; L.A. Mnatsakanyan, Department of Economics and Finance,
Institute of Economics and Business Russian-Armenian (Slavonic) University,
Yerevan, Armenia;, Manoj Motiani, Indian Institute of Management, Indore,
India; Junaina Muhammad, Department of Accounting and Finance, Faculty
of Economics and Management, Universiti Putra Malaysia (UPM), Selangor,
Qaiser Munir, Faculty of Business, Economics and Accountancy, Universiti
Malaysia Sabah;, Muhammad Nasir, Pakistan Institute of Development
Economics, Islamabad; Rahul Nilakantan, Gokhale Institute of Politics &
Economics, Pune, India; Adisa Omerbegovic Arapovic, Sarajevo School of
Science and Technology, Bosnia and Herzegovina, Puja Padhi, Department of
Humanities and Social Sciences, Indian Institute of Technology, Bombay, Tiiu
Paas, University of Tartu, Estonia, Beginda Pakpahan, Political and economic
analyst on global affairs at the University of Indonesia, Jakarta;, Lucia
Piani, Department of Human Science, University of Udine, Italy; Antonella
Pocecco, Department of Human Sciences (DISU), Udine University, Italy;
Mazlina Abdul Rahman, Department of Economics, Faculty of Economics and
Management, Universiti Putra Malaysia (UPM), Selangor; Milivoje Radovic,
Faculty of Economics, University of Montenegro, Podgorica;, Ehsan Rajabi,
Department of Economics, Faculty of Economics and Management, Universiti
Putra Malaysia (UPM), Selangor, Pinaki Roy, I[IM Ahmedabad, Gujarat,



101

India; Wang Zihan, University International Business and Economics,Beijing;
Ghulam Samad, Pakistan Institute of Development Economics, Islamabad;
Imlak Shaikh, Department of Humanities and Social Sciences, Indian Institute
of Technology, Bombay, Garima Sharma, Centre for the Study of Law and
Governance, Jawaharlal Nehru University, New Delhi; Hazirah Mohd Sidek,
Department of Economics, Faculty of Economics and Management, Universiti
Putra Malaysia (UPM), Selangor; Olesea Sirbu, Academy of Economic
Studies of Moldova; Michael Strange,Dept. of Global Political Studies, Malmo
University, Sweden; Mohammad Tahir, Faculty of Management, University
Technology Malaysia; Serdar Turkeli, UNU-Merit, Maastricht University;
Bedta Udvari, Faculty of Economics and Business Administration, University
of Szeged, Hungary, Antimo Verde, Tuscia University, Viterbo, Italy, M.H.
Voskanyan, Department of Economics and Finance, Institute of Economics and
Business Russian-Armenian (Slavonic) University, Yerevan, Armenia; School
International Relations, University International Business Economics, Beijing;
Xiao Wei, China Institute for Actuarial Science & School of Insurance Central
University of Finance and Economics, Beijing;, Ermelinda Xhaja, Faculty of
Economics, Tirana University; Jun Yang, China Institute for Actuarial Science
& School of Insurance Central University of Finance and Economics, Beijing;
Lu Yi, University International Business and Economics, Beijing; Mirzobobo
Yormirzoev, Washington State University, Pullman, USA; Maria Bruna Zolin,
Department of Economics, Ca’ Foscari University, Venice, Italy.

Editorial Staff: Andrea Lattacher, translation and editorial referent, Vienna;
Maria Bozoudi, BAC Council for Southeastern Europe and Eurasia; Simonetta
Dominese, Transition Studies Research Network; Marta Sandoyan, PhD RAU
University, Yerevan, Armenia; Zihan Wang, UIBE University, Beijing; Dima
Daradkeh, Department of Banking and Finance, Yarmouk University, Irbid,
Jordan, Liga Sondore, Centre for European and Transition Studies, University
of Latvia, Riga, Latvia, Penny Chen, EU Centre, National Taiwan University,
Taipei.

JTSR  Journal Transition Studies Review
JGPG Journal Global Policy and Governance
JMNE Journal Mittelforum and Next Europe



Transition Academia Press
www.transitionacademiapress.org




