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PREFACE

The international system is currently undergoing one of the most profound
transformations since the end of the Cold War. Intensifying geopolitical
competition, the redistribution of economic and technological power, the growing
importance of non-Western actors, and the increasing interconnectedness of global
challenges have created a complex and uncertain international environment. In
such circumstances, understanding the dynamics of contemporary global change
requires not only careful observation of ongoing developments but also sustained
academic dialogue across disciplines, regions, and perspectives.

It was precisely this objective that inspired the international scientific
conference Squaring the Circle: The New Global Dynamics, held in Belgrade on 20—
21 May 2026 and jointly organized by the Institute of International Politics and
Economics (Belgrade, Serbia), the Faculty of Security Studies of the University
of Belgrade (Serbia), Austin Peay State University (Clarksville, United States),
and the Department of Political Science of Sapienza University of Rome (Italy),
the conference brought together scholars and experts from Europe, Africa, Asia,
and North America. The conference hosted 14 international scholars and experts
from 10 countries, creating a platform for interdisciplinary and international
dialogue on the major transformations shaping contemporary world politics.

The title of the conference reflects one of the central challenges of our time.
The contemporary world is characterized by simultaneous and often
contradictory processes: globalization and fragmentation, interdependence and
strategic rivalry, technological progress and new vulnerabilities, multilateral
cooperation and geopolitical competition. Understanding these developments
requires moving beyond simplified explanations and engaging with the
complexity of an international system that is increasingly multipolar,
interconnected, and unpredictable.

The contributions collected in this volume examine these challenges from a
variety of theoretical and empirical perspectives. The authors address issues ranging
from the transformation of the international order and the evolving balance of
power, to geoeconomic competition, global governance, technological change,
energy security, regional conflicts, and the strategic positioning of states in a rapidly
changing environment. Particular attention is devoted to the implications of these
processes for Europe, the Western Balkans, and other regions navigating the
opportunities and constraints of the emerging global landscape.

One of the strengths of this volume lies in the diversity of its contributors.
Bringing together established scholars and emerging researchers from different
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academic traditions and national contexts, the proceedings offer a broad spectrum
of viewpoints on the challenges facing contemporary international relations.
While the authors may differ in their interpretations and conclusions, they share
a common commitment to rigorous analysis and scholatly exchange.

Ata time when global developments increasingly transcend traditional disciplinary
and geographic boundaries, academic cooperation remains essential for fostering
mutual understanding and generating informed responses to shared challenges. We
hope that the papers presented in this volume will contribute to ongoing scholarly
debates and provide useful insights for researchers, students, policymakers, and all
those interested in the future evolution of international relations.

The successful realization of this conference once again confirmed the
importance of academic cooperation and dialogue in an increasingly complex
international environment. The exchange of ideas and perspectives that took
place in Belgrade demonstrated that scholarly engagement remains an
indispensable element in understanding and addressing the challenges of an
evolving international order.

In many respects, the contemporary international environment resembles the
challenge evoked by the conference title itself — an attempt to reconcile
competing interests, overlapping crises, and divergent visions of global order.
While no single conference can provide definitive answers to these questions, the
discussions presented in this volume represent a valuable contribution to that
ongoing endeavour.

We trust that this volume will serve not only as a record of the discussions
held in Belgrade, but also as a meaningful contribution to ongoing scholarly
debates on the transformation of the international system and the new global
dynamics that continue to reshape our world.

As Chair of the Organising Committee and one of the editors of these
Proceedings, I would like to express my sincere gratitude to all participants,
authors, members of the Scientific and Organising Committees, partner
institutions, and colleagues whose dedication and support made both the
conference and this publication possible. Special thanks are due to the Ministry
of Science, Technological Development and Innovation of the Republic of
Serbia for its support, which contributed significantly to the successful
organisation of the conference and the publication of these Proceedings.

Dr. Ivona Ladevac
Chair of the Organising Committee



Keynote Speech

DOL: https://doi.org/10.46793/7067.3731.013S

GEOPOLITICAL TRANSFORMATION
OF THE GLOBAL ORDER AND THE POSITION
OF SMALL STATES: THE CASE OF SERBIA!

Nevena Stankovié

In contemporary academic literature, the geopolitical transformation of the
global order is examined through diverse theoretical paradigms that seek to
explain the nature and direction of changes in international relations. Scholars
from different theoretical traditions—from realist-geostrategic thought
(Brzezinski, Kissinger) to civilizational approaches (Huntington)—have pointed
to profound structural shifts in the distribution of power and the character of
contemporary international relations. More recent approaches further emphasize
the multilayered nature of these changes and the growing interdependence of
political, economic, and security factors. In this context, the Anglo-Saxon
geopolitical paradigm keeps analytical relevance, as it captures both the continuity
of competition over key strategic spaces and its adaptation to new forms of
power in a multipolar and fragmented system. Geopolitical transformation can
thus be understood as a long-term, multidimensional process involving changes
across a wide range of social and institutional structures, rooted in the post-Cold
Wiar establishment of a unipolar order dominated by a single center of power.
However, this order contained inherent structural contradictions from the
outset—uneven power distribution, normative tensions, and limited institutional
adaptability—which have contributed to its gradual erosion.

The contemporary international system is increasingly conceptualized as
transitional, characterized by the coexistence of hegemonic dominance, regional
power centers, and transnational networks of influence. Within this configuration,

! The paper presents findings of a study developed as a part of the project “Serbia and
challenges in international relations in 20267, financed by the Ministry of Science,
Technological Development and Innovation of the Republic of Serbia, and conducted by
Institute of International Politics and Economics, Belgrade, during the year 2026.

? Research Fellow, Institute of International Politics and Economics, Belgrade, E-mail:
nevena@diplomacy.bg.ac.rs, ORCID: 0000-0003-1800-6227
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processes of declining unipolarity and the strengthening of multipolar tendencies
unfold simultaneously, suggesting a long-term evolution toward a multipolar
order structured around regional poles of power.

The process of multipolarization manifests through the redistribution of
power both horizontally (among states) and vertically (from states to non-state
actors), particularly in regions where emerging actors challenge established
patterns of power, norms, and practices. This dynamic is reflected in the
contestation of the Western-centric normative framework, the growing political
and economic autonomy of new centers of power, and the increasing role of
Global South states, which contribute to the pluralization of the international
system through diversified partnerships. At the same time, the strengthening of
multipolar tendencies is accompanied by structural fragmentation and intensifying
strategic competition, resulting in greater uncertainty and reduced predictability
in international relations. In this sense, the transformation of the international
system entails not only a redistribution of power, but also a deeper
reconfiguration of its organizational, normative, and actor-based foundations.
Recent scholarship highlights the implications of the relative decline of U.S.
powet, the so-called “return of the East,” and the growing significance of China
and the BRICS countries. In this context, increasing analytical attention is devoted
to regional security dynamics and the interaction between great powers and small
states, with the latter offering insights into processes of multipolarization “from
below”—in terms of how evolving power distributions shape foreign policy
strategies and perceptions of the international order.

The observed transformative processes are closely linked to the decline of the
liberal international order, which long served as the dominant framework of the
global system (Beggs, 2009; Chandler, 2010; Pabst, 2017). This dynamic creates space
for the theoretical articulation of post-liberalism, defined by McFalls and Pandolfi
(2012) as a form of “regulated chaos’ based on fragmented and adaptive governance
mechanisms. The erosion of the liberal order’s normative foundations—
multilateralism, universalism, and rule-based governance—points to the limited
capacity of existing institutions to address the increasing complexity of international
relations. The selective application of international law and the growing reliance on
unilateral policies further undermine the legitimacy of the institutional framework,
thereby reinforcing geopolitics as a dominant mode of state behavior.

This transformation is reflected in contemporary forms of international
pressure and interventionism, in which geo-economic instruments, sanctions
regimes, and legal-political mechanisms increasingly complement or substitute
for direct military force. In this context, the case of Venezuela in 2026—marked
by a U.S. military operation and the capture of President Nicolas Maduro—may
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be interpreted as indicative of the constraints facing alternative development
trajectories under conditions of global interdependence, as well as the growing
importance of combined economic pressure and political isolation as instruments
of strategic competition.

While classical geopolitical theories of Mahan, Mackinder, and Spykman
provide a framework for understanding the enduring competition over key
geostrategic spaces—particulatly Eurasia—contemporary great power rivalry is
increasingly shaped not only by territorial dominance, but also by the control of
flows, resources, and infrastructural networks. Nevertheless, the recent Greenland
ctisis suggests that the territorial dimension of geopolitics has not been superseded,
but rather is acquiring renewed strategic significance through access to energy
resources and Arctic routes. Analysis of contemporary currents indicates that global
dynamics are increasingly shaped by the interaction of geopolitics, geoeconomics,
and technological competition. These dimensions form an integrated framework
of contemporary rivalry, generating heightened uncertainty and reinforcing
developmental and security asymmetries. The new U.S. National Security Strategy
provides an institutional framework for understanding these processes, positioning
economic power as a central pillar of national security and reaffirming great power
competition as a core principle of international relations. In this context,
technological dominance, control of supply chains, and the use of geoeconomic
instruments are gaining increasing importance, with direct implications for the
transformation of relations among allies. Contemporary transatlantic relations thus
oscillate between continuity of cooperation and growing divergences in the
perception of global threats and strategic priortities, with a particularly pronounced
tension between US. efforts to mobilize allies geopolitically and European
aspirations for greater strategic autonomy. This ambivalence further complicates
the coherence of the Western bloc under conditions of a multipolar transformation
of the international system, while the rise of sovereigntist tendencies within Europe
additionally constrains the willingness to deepen integration and collective action.

Taken together, these processes point to a transformation in the instruments
of power toward indirect and hybrid forms of action, the renewed strategic
significance of territory and resources, and the institutionalization of great power
competition through national strategies. Within this configuration, intensifying
strategic rivalry constrains the capacity of the international system to generate
effective collective solutions. As a result, despite the growing significance of
global challenges—such as the energy crisis, debt restructuring, and climate
change—progress remains limited and fragmented. The contemporary
international order thus increasingly exhibits features of disunity, in which even
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technical forms of cooperation are subordinated to geopolitical interests and the
logic of strategic competition.

Contemporary armed conflicts provide empirical evidence of these processes,
pointing to the fragmentation of the international system and a growing deficit
of global consensus. The protracted war in Ukraine, the conflict in Gaza, and
the broader escalation in the Middle East represent interconnected manifestations
of great power strategic competition. The war in Ukraine has crystallized a direct
confrontation between Russia and the West, while the conflict between Israel
and Hamas, alongside escalating tensions with Iran, illustrates the transformation
of conflicts into multidimensional and regionally interconnected security crises.
In this context, the destabilization of maritime routes in the Red Sea and
instability in the Persian Gulf further underscore the close interlinkage between
the security and geoeconomic dimensions of contemporary conflicts.
Contemporary conflicts are increasingly moving beyond linear and territorially
bounded dynamics, evolving into networks of interconnected security challenges.
At the same time, tensions between the United States and China are intensifying
not only in trade and technological domains, but also through geostrategic
competition in the Indo-Pacific, particularly regarding Taiwan and the security
architecture of the South China Sea. This dynamic points to the transformation
of the international system toward a model of structured great power
competition, in which regional conflicts are increasingly embedded within broader
patterns of global rivalry.

Taken together, these processes—ranging from multipolarization and the
decline of the liberal order to the geoeconomic transformation of power and
the networking of conflicts—point to a central tendency: the contemporary
international system is entering a phase of structural redefinition in which stability
no longer derives from the dominance of a single power, but from a complex
and often unstable balance among multiple actors and dimensions of power.
Although the concept of polycentric governance is gaining prominence in
theoretical debates, its practical implementation remains limited, suggesting that
a viable alternative to the liberal order has yet to be fully articulated. Accordingly,
the search for new models of global governance and leadership emerges as a key
direction for future research.

These global dynamics are directly reshaping the concept of sovereignty. The
traditional understanding, primarily grounded in territorial control, is increasingly
giving way to functional sovereignty, defined as a state’s capacity to manage key
flows—information, capital, technologies, and narratives—within a transnational
space. Digital transformation further accelerates this shift, redefining the
boundaries of political control and introducing new dimensions of power not
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exclusively tied to physical territory. In this context, the integration of advanced
technologies—such as artificial intelligence, quantum systems, and hypersonic
weapons—has far-reaching implications, transforming military doctrines while
reshaping patterns of strategic deterrence and the logic of states’” geopolitical
positioning, At the same time, rapid technological development outpaces existing
regulatory and normative frameworks, creating governance gaps that heighten
the risk of unpredictable and potentially uncontrolled escalation. Under such
conditions, a state’s capacity to formulate and implement public policy is
increasingly conditioned by its level of digital resilience, institutional transparency,
and ability to protect political and democratic processes from hybrid threats.
These trends are also reflected in broader processes of globalization, which is
entering a new phase characterized by increasing fragmentation and selective
interdependence. Rather than universal integration, contemporary global
dynamics are marked by differentiated patterns of connectivity, in which states
increasingly instrumentalize economic relations for geopolitical purposes.
Protectionism, technological controls, and restrictions on market access are
becoming standardized instruments of foreign policy.

Under conditions of strengthening multipolar tendencies, the analysis of
international relations requires simultaneous consideration of the role of great
powers and the strategic adaptation of small states within regional contexts. A
volatile international environment, combined with structural constraints, places
small states under specific foreign policy pressures, further intensified by
deepened polarization after 2022, which reduces their scope for maneuver. In
such circumstances, small states develop diverse strategies of adaptation and
compensation. Their foreign policy behavior is typically characterized by regional
orientation, reliance on international law and multilateral institutions, and the
adoption of flexible strategic options ranging from neutrality and balancing to
bandwagoning and hedging. In this way, small states seek to preserve a degree
of foreign policy autonomy and mitigate risks arising from the asymmetric
distribution of power in the contemporary international system.

Serbia’s foreign policy practice reflects variable patterns of behavior shaped
by its complex position at the geopolitical crossroads of Euro-Atlantic, Eurasian,
and Global South dynamics. In this context, Serbia’s contemporary foreign
policy approach does not primarily stem from autonomous strategic intent, but
rather from the need to adapt to competing external pressures and internal
political constraints. Within the debate on the divergence between internal and
external perceptions of state identity, domestic scholarship positions Serbia in
different ways—ranging from a “small and internally weak state in transition”



18 Conference Proceedings

to a “middle power” in the context of regional and selectively global engagement
(Kovacevic, 2016).

The absence of full internal consensus among key political actors has resulted
in the lack of a unified foreign policy strategy document for the Republic of
Serbia. Nevertheless, both strategic documents and political practice recognize
multipolarity as the dominant context of contemporary international relations.
Over the past two decades, Serbia’s foreign policy priorities have consolidated
around several key objectives: the preservation of territorial integrity (Kosovo
and Metohija), European integration (EU membership), the development of
relations with Russia and China, and cooperation with the United States. Within
this framework, the concept of the “four pillars of foreign policy,” articulated in
2009, has emerged as an institutionalized model of multivector engagement
through the parallel cultivation of relations with major global actors, often
interpreted as an operational manifestation of a hedging strategy. In the context
of growing geopolitical complexity and the absence of a coherent foreign policy
strategy, this approach—combined with military neutrality—has been framed as
a pragmatic means of preserving foreign policy flexibility.

In the context of the ongoing transformation of the global order, the
Republic of Serbia is entering a phase of reassessing its international positioning
and strategic options for protecting national interests. Although its foreign policy
has largely relied on hedging and the avoidance of explicit alighment, the war in
Ukraine has raised questions about the long-term sustainability of this approach.
Despite the continued reaffirmation of a discourse centered on balanced relations
with key global actors, Serbia’s multivector foreign policy orientation faces
increasingly pronounced limitations. The intensification of geopolitical
competition and geoeconomic fragmentation—including energy pressures,
sanctions regimes, the restructuring of global value chains, and ongoing armed
conflicts—has made effective hedging more difficult, despite its earlier rationale
in a multipolar environment and a relatively open strategic space.

Under contemporary conditions, Serbia faces range of foreign policy pressures,
including energy-related sanctions, stagnation in the process of European
integration, and a pronounced dependence on Russian energy. At the same time,
the evolving European security environment and the potential strengthening of
China’s role further complicate its foreign policy positioning, while declining trust
among Western actors in Belgrade’s foreign policy course is increasingly evident.
Serbia thus finds itself at a critical strategic juncture, with its trajectory toward
European integration dependent on its ability to navigate transatlantic tensions and
regional instability. Despite its declarative commitment to European integration,
growing socio-political polarization, the persistence of anti-European discourse,
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the slow pace of reforms, and limited alignment with the EU’s Common Foreign
and Security Policy point to a widening gap between normative orientation and
operational practice. At the same time, the issue of Kosovo and Metohija remains
a central determinant of Serbia’s foreign policy, directly shaping its strategic choices
and constraining its strategic space between European integration and relations
with Fastern partners. Diplomatic efforts to preserve territorial integrity face
structural constraints inherent in the international system, as reflected in the
widespread recognition of Kosovo and the conditioning of EU accession on the
normalization of relations between Belgrade and Pristina. This case illustrates how
global power asymmetries limit the outcomes that small states can achieve through
legal and diplomatic means. Consequently, Serbia’s ability to maintain a foreign
policy balance largely depends on its capacity to proactively articulate a strategy
toward Kosovo and Metohija, grounded in national interests, available resources,
and the instruments of international law

Although Serbia’s foreign policy position increasingly exhibits features of
strategic ambiguity, its future trajectory will depend on its capacity to adapt to
intensified external pressures and to implement internal institutional reforms.
Interaction with the European Union, alongside parallel pressures and influences
from the United States, Russia, and China, continues to shape Serbia’s foreign
policy priorities while constraining its ability to define a long-term geopolitical
course. Under current conditions, the energy sector emerges as a key determinant
of strategic orientation, further complicating foreign policy decision-making. In
this context, a comprehensive understanding of the structural constraints faced
by small states—particularly in economic development, public goods provision,
and the control of the use of force—constitutes a necessary condition for
avoiding a deeper crisis of foreign policy identity and for formulating coherent
strategic objectives. Accordingly, Serbia must articulate a clear and coherent
foreign policy doctrine that reconciles its normative commitments with
geopolitical realities. More stable foreign policy positioning requires the
development of a comprehensive foreign policy strategy, supported by
institutionalized mechanisms for assessing long-term policy effects, a higher
degree of internal political consensus, and a clearly defined hierarchy of goals
grounded in national interests and fundamental societal values. Ensuring
coherence between strategic objectives, instruments, and resources—alongside
strengthening institutional capacities for strategic analysis, coordination, and
diplomacy—remains essential for effective foreign policy action. Ultimately,
Serbia’s ability to enhance its credibility and resilience will depend on its capacity
to integrate these elements within a consistent strategic framework adapted to
the constraints and opportunities of a transforming international system.
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MULTIPOLAR AND/OR POLYCENTRIC WORLD
(Between Values and Security)

Vladimir N. Cvetfovid

The international order is a modern political phenomenon and a concept
that owes its origin, provisions, and significance to the overseas expansion of the
European West and the simultaneous geopolitical maneuvering of its key state
actors. Step by step, reshaping itself from within and imposing itself from
without, Western Europe and its primary civilizational product located across
the Atlantic—the USA—built the first true ,,world order” composed of a series
of global economic, military, and political ,,systems.” Order refers to the
distribution of power, while systems indicate the organization of influence. The
unifying concept for both order and systems, and simultaneously a synonym for
the West, is ,,modernity”—a generic term used to explain the political force,
military strength, economic efficiency, and cultural enlightenment of the political
communities that emerged from the ruins of the medieval ,,Christian world.”

Only a few decades after the disappearance of the millennial Roman
(Byzantine) Empire (mid-15th century), thanks to a confluence of geopolitical
circumstances, their own economic and military inventiveness, and a culture of
boldness and openness toward the new, the proto-modern political communities
of Western Christianity managed to establish overseas (transcontinental) trade
routes that would soon become the foundation of the West’s future global power.
During the following two centuries (16th—17th), a unique system of the world
market was formed, headed by the great powers of the ,,West”—kingdoms that
were acquiring a new political form and name: the nation-state.

The European West was able, through ,,reconnaissance by fire,” to build a
global (world) order in its own image and according to its own needs. The first
concrete step in this direction was the establishment of trade-military bases in
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old and newly discovered overseas lands (India, China, Indonesia; South, Central,
and North America). Thanks to these outposts on the fringes of other continents,
the maritime powers of the European West (first Portugal and Spain, later the
Netherlands, England, and France) managed to establish full economic and
military control over vast bodies of water (seas/oceans) worldwide (18th century).
European states and their specialized trade-military corporations formed
developed transcontinental markets through which the entire planet was
controlled. This was followed by military penetrations into the hinterlands of
ancient civilizations. Almost without exception, they became European
colonies—the main source of cheap raw materials and practically free, usually
slave, labor (19th century).

Unlike the Vikings—the northern counterparts to the barbarians of Central
and Southeast Asia (Scythians, Avars, Huns, Mongols, Turks, etc.), who were
similar in strength and penetration but not in numbers—the first European
(proto)modern powers were capable of warring and trading far above the
predatory level of conquering hordes. The supremacy of modern European
powers over other parts of the world was systemic in nature, involving a high
level of military and economic technology, the maintenance of overseas military-
trade bases, and efficient control of global maritime traffic. All this was achievable
thanks to internal political dynamics that ensured relative social stability (a balance
between aristocratic dynasties and entrepreneurial oligarchs), alongside the ability
to form and militarily control global markets for raw materials and labor. In this
context, the first truly ,,world”’—i.e., transcontinental or overseas—empires
matured in the European West. In the political form of the ,,nation-state,” they
built a global economic and (geo)political order based on economic monopolies,
military supetiority, and ad hoc established institutions of ,,international law.”

New European rulers-entrepreneurs and old aristocratic power-holders,
regionally unified in the new political form characteristic of Europe (the nation-
state), established a global (world) economic system and an analogous
winternational” political order. The leaders were the great nation-states in Europe
that functioned (also) as transcontinental empires: Spain, France, and
England/the United Kingdom. Alongside ot behind them stood slightly smaller
Western maritime powers: Portugal and the Netherlands. They were joined much
later by Denmark, Belgium, and Italy, as well as two previously purely land-based
powers: Austria and the German Empire. After World War I, the baton of global
power was taken up by the USA, a conglomerate of former European colonies
that had meanwhile grown into perhaps the greatest economic and political power
in the history of civilizations to date.
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The main challenger to the international order established at the turn of the
19th to the 20th century was a dissatisfied, newly formed power from the heart
of Burope (Germany). All other non-Western powers, with the relative exception
of Tsarist Russia, could not count on any significant influence in constituting the
»rules of the game” in the international order. After two great world wars that
marked the first half of the 20th century, the international order for the first time
took on a bipolar character: divided between the ,,capitalist” West and the
»communist” East, with the UN balancing between them. The global world was
more or less organized on secular value assumptions founded back in proto-
modern Europe. As for international law; it emerged through wars and based on
the victors’ right to decide upon them. Fach time, the focus was on the ,,balance
of power,” which was established at peace conferences. This was the case from
the very beginning (Arras, 1453; Munster and Osnabriick, 1643—1648), through
subsequent formalization (notably Paris, 1762) and transitional periods (Congress
of Vienna, 1815; Congress of Berlin, 1878), culminating in decisive global events
(Versailles, 1918; Potsdam, 1945).

An important (in)direct product of peace conferences were the institutions
responsible for implementing their conclusions (the Holy Alliance, the League
of Nations, the UN), as well as agreed-upon legal documents that established
the rules of the game in international relations (Geneva Convention of 1864
Hague Conventions of 1899 and 1907; Geneva Conventions of 1929, 1949, and
the 1997 protocols). At the core of all these and countless other supporting
documents lies the need to regulate military conflict: when they begin, how they
are conducted, and how they end. This is always decided by the victors of the
previous war. Rules imply mechanisms for sanctioning those who violate them.
Problems arise when the rule-makers themselves do not adhere to the rules (one
need only recall the ,,humanitarian interventions” of the unipolar era: Serbia,
1999; Iraq, 2003, etc.). It was precisely at that time that one of the victors from
the previous world war, now self-identified as the ,,collective West,” began to
function as the absolute master of ,,universal values” fashioned in its own image.
In that world of a ,,rules-based order,” the rule is that its signifiers behave exactly
opposite to what they signify: norms are not agreed upon but imposed, force is
not avoided but applied; the stronger oppresses the weaker.

The root of the ,,misunderstanding” lies in the false ,,triumph of the West,”
which understood its own, mostly liberal culture, as ,,universal” and the ,,only
possible” one. Taking ownership of truth and justice has led the West into a dead
end of an international order that no longer functions according to inherited
,»rules.” The old leadership (USA/EU) has lost the strength of the victor, while
the new challengers (Russia, China) do not yet have the power to impose their
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own rules. This is why the narrative of a multipolar world is (currently) an
acceptable ideological position for all actors.

Multipolarity should represent (which does not mean it actually does) a
worldview that accepts the existence of differences in the values by which people
and political communities live. Can great powers function on such a principle?
The answer seems unnecessary. Nevertheless, a modern balance of fear is not
the same as a balance of power and cannot be based solely on apocalyptic nuclear
deterrence. That is precisely why the United Nations, however weak and
powerless they may be, still remain the only possible institutional place for
negotiations and the maintenance of the idea of peaceful coexistence among
political communities.

Finally, if there is any consolation in all of this, it is the fact that the
international order has never been the result of some pre-designed plan, but
primarily an improvised and, as such, temporary structure born out of numerous
attempts, failures, disappointments, and occasional successes. The current
international order lacks legitimacy and, as such, is inevitably dissolving.
Multipolar ideology is adapting to this and attempting to devise a ,,solution”—
though in what direction and in what manner remains questionable. In this sense,
the new concept of the ,,civilization-state” may serve the great powers; however,
it remains unclear what it means for other states, nations, and especially
transnational institutions. Likewise, the disappearance of the despotism of
,universal values” in the Western fashion does not, in itself, guarantee a peaceful
,letting a thousand flowers bloom,” which is to say, a stable international order.
Furthermore, with the almost certain expansion of the group of states possessing
nuclear weapons, wars between smaller powers may become a rule easily justified
by the perceived threat to their own ,authentic values,” and with greater
conviction than is the case with , state interests.”

Be that as it may, old alliances will crumble or take on new forms and
objectives, while new ones will be formed exclusively ad hoc and with limited
duration. In this new world, as always, there will not be much security, but the
old guardians will surely endure, perhaps more powerful than ever before. The
greatest unease arises from the fact that radical changes in the international order
have, as a rule, occurred after major European or world wars (1648, 1714, 1815,
1919, 1945). The only exception in this regard is the collapse of the USSR (1991—
1992). It is certain that a similar development of events in the West would lead
to more globally dramatic consequences, though perhaps not necessarily so dire.
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AN EMERGING POLYCENTRIC WORLD ORDER:
INTENSE COMPETITION AND DEFORMED
INTERDEPENDENCE

Feodor 1 vitolovsky’

1. Transformation of the international system

The wotld order which is emerging now and will be prevailing for next 10
years will be based on the dominant role of states, especially of the group of
leading global and regional powers playing key roles not only on the level of
interstate relations but also of centers of transnational capital.

The system of international relations will continue to experience constant
destabilizing impulses associated with intense competition between old and new
leading powers and imbalances of interests among states and among groups of
transnational enterprise which are becoming more interconnected with them
than in previous decades.

Possible stabilization scenarios will be implemented if the key players will be
interested in maintaining such balance of power and interests between them and
in making compromises on the hierarchy and structure of the polycentric system.
But even if the international order will be stabilized on the top of its informal
economic and security hierarchy the risks of its destabilization on regional levels
will be inevitably high and global governance institutions and mechanisms will
continue to be weak to prevent and manage conflicts.

Polycentric nature and structure of the world economy, in which two leading
centers are cleatly distinguished — the United States and China will remain very
significant for the development of the system of international economic relations
and for other major players including Russia, the EU, India, Brazil, Japan, Britain
and others. These two centers of financial, economic, scientific and technological
power will surpass other centers of power for decades to come. The dynamics
of the development of the United States and China, as two centers of the world
economy that have a significant gap in most indicators from all others, but
especially in the building of global added-value chains in next 10 years.
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However, in the military-political sphere the polycentric structure of the
security architecture will include also other major powers. Russia will be among
principal stakeholders in global military balance both in nuclear and conventional
fields and will remain to be among them in the field of energy and natural
resources, and in some areas of science and technology. The EU and its principal
members together with Britain will also play a significant role in global value-
added chains, trade, investment and finance and will seek to restore and keep its
influence in the military domain.

The US whatever administration will be in charge — Republican or
Democratic will be strategically very interested in relying on European allies in
containing Russia to get hands free for containment and deterrence of China
but also in diminishing economic risks from such confrontation. Other remaining
centers will be primarily of regional importance, but some of them will seek to
play a global role, India, and partly Brazil role of balancing will be crucial.

In this logic of polycentric hierarchy, both the system of international
relations and the architecture of international trade and economic relations will
develop — it will be polycentric on the one hand, and hierarchical on the other,
with stable trends towards the formation of a new bipolarity.

The events of the last 15 years connected with the attempts of the United
States, alone or with the support of its allies, to maintain its global leadership
through not only financial, economic, informational, ideological and increasingly
military and political means, indicate that the deforming nature of these factors
on global development including economic globalization in the coming decade
will remain very high. China does not seek to aggressively pursue its global
leadership, although it will continue its strategy of increasing its economic
influence in many regions of the world — investment, infrastructure projects, and
development assistance programs but the essence of the competitive policy
chosen by the United States will push it to respond.

In the European theater, various scenarios for the development of the
international situation are possible — from an acute military-political confrontation
to a gradual turn towards the restoration of socio-economic ties and
normalization of political relations between Russia and EU.

2. Political economy of the global competition

Economic, military-political, information and communication, scientific and
technological competition among the leading powers, even if it reaches a high
degree of severity, will not completely undermine the already formed deep global
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interdependence. This does not in any way contradict the fact that the influence
of transnational capital (TNCs — transnational corporations and TNB —
transnational banks) and other non-state actors will grow in the world, but they
will continue to be interconnected with states, act with their support and together
with them. It is very likely that these relationships will be even deeper than they
were in the previous 35 years of the globalization boom.

An important difference of the emerging polycentric system from the previous
period of globalization, which was based on the growth dynamics of global value
chains and foreign direct investment (FDI) generated by Western TNCs — from
the United States, the EU and Japan, later — Republic of Korea as well as their
technologies, is the very stable trend toward overwhelming growth non-Western
TNCs — especially from China, but also from India, Brazil, Russia, and a number
of developing countries. The PRC is already and will continue to play a particulatly
active role in these processes, both in trade, financial, and technological terms.

Against the background of strengthening the positions of non-Western
leading powers, among which China stands out more and more, the United States
“ desire to slow down this dynamic and consolidate its status in the informal global
hierarchy by all available means, including military and technological supetiority.
The development of these trends, along with the strengthening influence of
multinationals of non-Western origin, will be one of the most important factors
that will have an impact on the face of the world economy, especially in terms
of competition regulation practices.

The practice of various kinds of American and European non-economic
restrictions aimed to influence on economic competitors or political adversaries
such as sanctions, trade tariffs, unilateral export control regimes have become
the new norm of economic policies deforming globalization but such practices
are always having double-edged character. There are no prerequisites for reviving
the WTO and strengthening other international institutions of global economic
governance in the coming years. The United States are not interested in creating
the sustainability of international regulatory norms and principles that would
create strategic conclusions for Chinese companies. But the PRC is not yet ready
to build an alternative system of global trade and economic regulation,
institutional influence and arbitration that is separate from the system created
mainly by Western countries (the IME, WTO, WB Group, etc.).

Along with trade, economic and military-technological competition,
competition in the information and communication sphere is gaining momentum
— the struggle for spheres of influence between global information technology
(IT) platforms. The United States has become one such center for the
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development of digital industry giants that include trade, finance,
communications, and social connections, while China is becoming another.
Digital platforms associated with companies in each country are increasingly
diverging from each other, which will have not only economic, or communication
consequences, but also socio-political impact.

High-tech TNCs both American and Chinese will be more and more
interested in turning national information and communication solutions and
digital innovation complexes from national towards international, and, as a
priority, global platforms. Those countries that will not be able to act as sources
of development of their own digital and information and communication
innovations, which at the same time will be competitive outside the national
market, will only act as consumers of other people’s technological solutions such
as Al big data technologies, broadband Internet satellites and users of platforms
created in a different system of not only technological, but also ideological and
political coordinates. The ability to create such innovations and platform-based
information and communication systems will determine the competitiveness of
entire sectors of the national economy and TNCs associated with their parent
countries. Big data technologies and artificial intelligence will provide states and
leading companies with unprecedented resources for managing various spheres
of human and social life, their social engineering design and programming not
only the economy, but also socio-political life in the coming years.

3. Military-political dynamics and trends

In the next 10 years, relations between Russia and NATO, as well as between
China and the United States, with the partial involvement of their allies in Asia
(especially of Japan), between India and China, as well as Pakistan, will take
various forms of a stable competitive-conflict model of interaction in the
military-political sphere. Military-economic and technological factors — the
militarization of the economies of the leading powers, military-technological
competition between them, as well as the presence of stable interest groups in
their political systems who are financially, politically and simply by their careers
will be interested in maintaining high level of confrontation will remain an
important factor for all sides.

Major conflicts in the Middle East and Ukraine, together with the threat of
an escalation of the conflict over Taiwan and growing military-political tensions
between Russia and NATO, will spur the growth of military spending in the
United States, European NATO member countries, China, Russia, Japan, Saudi
Arabia, India and a2 number of other counttries.
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Despite all the factors the risk of direct military clash between the leading
powers will remain rather low because such conflict can easily bring sides to the
exchange of nuclear strikes with unpredictable scenarios of further escalation.
But the practice of long-term low-intensity proxy conflict that develops into
various forms of military confrontation can easily become not the matter of
cases but the norm and principle of organizing the system of international
relations, with a periodic decrease or increase in the level of military tension.

In the next 10 years, relations between Russia and NATO in Europe, and
between the United States and China in Pacific Asia, as well as in other regions
of the world, will take various forms of competition and confrontation but with
interest of all sides to prevent direct military conflict and to make confrontation
manageable. Tom Graham from Council of Foreign Relations of the US has
rightfully described such model as competitive coexistence but in Russia — NATO
relations it can emerge only when the conflict in Ukraine will be ended with
political-diplomatic solution and stable agreement. In case it will not be ended
but frozen the outcome will have significant risks not only for Russia and Ukraine
but also for horizontal escalation with engagement of NATO.

Reaching of balance of interests between the US and China seems more
likely from this moment but for strategic perspectives it will be highly affected
not only by domestic and foreign policy of these two countries and groups of
interest on both sides but also by policies of third countries. The development
of this model of relations will have different periods —a decrease in tension and
building cooperation in some areas, a kind of new ,,detente” of regional and
global scale, and on the contrary risks of hybrid confrontation and proxy conflicts
will be permanently high.
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SHIFTING THE GLOBAL RISK PARADIGM

Petar Stanojevid

Introduction

The language of risk has become central to international politics, yet
contemporary institutions still respond as if crises were isolated and sequential.
That assumption no longer holds. Economic, climate, and war-related shocks
intensify migration, disrupt energy and food systems, digital disinformation
magnifies polarization, and demographic decline weakens the fiscal and social
capacity needed for adaptation. The result is not a simple accumulation of
dangers, but a new pattern of interconnected fragility.

The shift is also visible in the way risks are perceived. During the previous
phase of globalization, many governments treated economic volatility as the
dominant cross-border problem and assumed that technological progress would,
on balance, increase efficiency faster than it increased instability. Recent evidence
suggests a different picture. Risk rankings now combine classic geopolitical
dangers with social, technological, and environmental pressures that interact
continuously.

Theoretical framework

A useful starting point is the distinction between risk as a measurable
multiplication of probability and consequences and risk as a socially produced
condition of vulnerability. Contemporary global risks are increasingly systemic:
they spill across borders, interact across sectors, and exceed the capacity of purely
national responses. Recent assessments by the World Economic Forum and AXA
confirm this shift. Environmental threats remain the most serious long-term
source of concern, but immediate anxieties have moved toward armed conflict,
geoeconomic confrontation, cyber insecurity, Al-enabled misinformation, and
social polarization. Risk perception is therefore becoming more temporal and
layered: societies fear one set of threats in the present and another in the future,
while both sets are linked.
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This paper proceeds from a simple proposition: a risk paradigm is not merely
a list of dangers, but a way of organizing political attention, budgetary priorities,
and institutional competencies. When the paradigm is outdated, governments
may continue to spend, regulate, and communicate as if yesterday’s threats were
still decisive. That produces disproportionality. Some risks become over-
institutionalized, while others remain politically invisible even when they have
profound cumulative effects.

Methodology

Methodologically, the paper uses qualitative comparative analysis of recent
international risk reports and interprets them through a governance perspective.
The goal is not to generate a new ranking, but to identify recurring patterns across
expert surveys and strategic assessments. The emphasis is therefore placed on
convergence, where different institutions, using different samples and priorities,
point toward the same structural changes in the hierarchy of risk.

Analysis

The first pillar of the new paradigm is the coexistence of environmental
continuity and geopolitical rupture. Climate change, pollution, biodiversity loss,
and pressure on natural resources still dominate the long horizon. Yet in the short
term, state-based armed conflict has returned to the top of the risk hierarchy,
accompanied by geoeconomic confrontation, sanctions, tariffs, and supply-chain
disruption. This means that strategic planning can no longer separate “hard
security” from ecological or economic resilience. A drought, a war, and a logistics
bottleneck may now belong to the same crisis chain.

The second pillar is the technological transformation of vulnerability. Cyber
risk is now treated not simply as a technical matter, but as an organizational and
geopolitical issue. Artificial intelligence deepens this shift. It promises productivity
gains, but also expands attack surfaces, accelerates disinformation, creates
regulatory uncertainty, and raises questions of bias, accountability, and strategic
dependence. Technology is not an external risk category; it is an amplifier of
nearly every other category. Its most disruptive effect may be epistemic: the
erosion of confidence in what is true, authentic, and governable.

The third pillar is demographic and social erosion. Ageing societies, low
fertility, labour shortages, pension stress, and declining confidence in public
institutions point to a slower but deeper crisis. These trends rarely receive the
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same political attention as climate or security, yet they shape a society’s long-term
capacity to absorb shocks. Inequality and social fragmentation make this worse:
when citizens no longer share basic expectations of fairness or a common civic
horizon, crisis management becomes more difficult and democratic legitimacy
weakens. In that sense, demographics are not a background variable. They are a
strategic risk multiplier.

A fourth feature of the emerging paradigm is disproportionality in political
response. Some risks generate extensive funding, regulatory frameworks, and
transnational attention, while others remain under-institutionalized despite their
structural significance. The mismatch is visible in the limited strategic focus on
demographic renewal, talent reproduction, social pathologies, and public
resilience.

As a striking example of the above, one can easily access the following
statistics regarding gambling in Serbia: There are 300.000 reported individuals in
Serbia who are compulsive gamblers. The youngest reported case is an 8-year-
old. Every third teenager in Serbia gambles. The expected lifespan of a
compulsive gambler in Serbia is 10 years shorter. There are 68% more registered
gambling facilities than schools in Serbia. New technologies that facilitate online
gambling only exacerbate the issue and make it significantly harder for
policymakers to react to this issue. The difference in pace between corrective
policies and technological disruptions has never been higher. All of this is
happening while global %0GDP spend on education is on the decline for the last
5 years. This is not an argument against climate action; it is an argument against
a fragmented allocation of attention that ignores how risks reinforce one another.

Conclusion and findings

The global risk paradigm is shifting from a model centered on separate threats
to one defined by interdependence, simultaneity, and declining institutional trust.
Environmental risks remain decisive in the long term, but current politics is
increasingly shaped by war, fragmentation, cyber exposure, Al misuse, and
demographic strain. The main finding of this paper is that the most dangerous
risk today may be inadequate governance itself: institutions are too
compartmentalized, too reactive, and too weakly trusted to manage a world of
compounding crises. Further, some key risks remain systematically ignored,
neglected, or “shoved under the rug” by policymakers. Fundamental threats to
the very fabric of society, such as widespread corruption, undermined
perceptions of core values, and defeating statistics about public health,
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widespread and growing substance and gambling addictions are just scratching
the surface.

A more adequate approach requires four moves: integrating security, social,
technological, and environmental policy; treating demography and social cohesion
as strategic priorities; building preventive resilience rather than only financing
response; and restoring trust through credible, transparent, and cooperative
governance. With the global decline of GDP spent on education, Nelson
Mandela’s quote, ,,Education is the most powerful weapon which you can use to
change the world,” remains true and relevant today more than ever. Without
more attention and funds directed towards education, none of the above
proposed measures will be partially fruitful. Without such a shift, risk
management will remain tactical while the structure of vulnerability continues
to deepen.
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BETWEEN SOVEREIGNTY
AND MULTILATERALISM:
GLOBAL MANAGEMENT IN CONTEMPORARY
INTERNATIONAL RELATIONS

Violeta Rastkovi¢ Talovid

Introduction

Contemporary international relations are increasingly shaped within the space
between the preservation of state sovereignty and the need for more developed
forms of multilateral cooperation. The traditional understanding of the
international order, based on the primacy of sovereign states and their formal
equality, is increasingly confronted with challenges that transcend national borders
and the capacities of individual states. Global security threats, migration flows,
climate change, economic crises, pandemics, and technological transformations
indicate that the contemporary international system can no longer be understood
solely through the prism of classical interstate politics. It is precisely in this context
that the concept of global governance acquires increasing theoretical and practical
importance. Global governance does not imply the existence of a world
government, but rather a complex system of institutions, rules, norms,
procedures, and actors involved in the regulation of global processes. As early as
the beginning of the 1990s, attention was drawn to the possibility of “governance
without government,” emphasizing that order in international relations can be
maintained through networks of formal and informal mechanisms of
coordination, and not exclusively through centralized authority.® Similarly, the
report of the Commission on Global Governance defines global governance as
the sum of the many ways in which individuals and institutions, both public and
private actors, manage their common affairs at the global level.’ Such an
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understanding points to the expansion of the classical concept of international
politics, since, in decision-making processes, alongside states, an increasingly
significant role is played by international organizations, regional integrations,
transnational corporations, non-governmental organizations, expert networks,
and other non-state actors. Nevertheless, the expansion of the sphere of global
governance does not mean the disappearance of the state or the complete
overcoming of sovereignty. On the contrary, sovereignty remains one of the
fundamental principles of the international order, although its content and
practical manifestation are changing under the influence of globalization and
increasingly pronounced interdependence. Sovereignty is often marked by internal
contradictions and, in practice, is frequently applied selectively, depending on
relations of power, interests, and the institutional context. On the other hand,
Robert Keohane and Joseph Nye emphasize that interdependence among states
limits their complete autonomy, since problems such as financial stability, energy
security, environmental protection, and migration require cooperation that goes
beyond national frameworks. In such circumstances, multilateralism emerges as
one of the key mechanisms of global governance. It implies institutionalized
cooperation among several states on the basis of general rules, principles, and
norms that regulate their behavior." Multilateralism is defined as a specific
institutional form of coordinating relations among three or more states, based
on generalized principles of conduct. However, contemporary multilateralism is
facing a serious crisis. The strengthening of geopolitical rivalries, the rise of
nationalism, distrust in international institutions, and the asymmetric distribution
of power call into question the ability of existing institutions to manage global
challenges effectively. In this sense, it is argued that the liberal international order
is facing a deep crisis of legitimacy, as well as the need for internal transformation
in order to respond to the new structure of power in world politics. The issue of
legitimacy is particularly important in debates on global governance. As an
increasing number of decisions affecting the lives of citizens are made beyond
classical national institutions, questions arise concerning democratic control,
accountability, and transparency in global decision-making mechanisms. It is
emphasized that international institutions increasingly possess certain forms of
authority, but that this authority becomes a matter of political contestation when
actors question their legitimacy and effectiveness. *Similatly, it has been shown
that international organizations are not merely neutral instruments of states, but
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autonomous actors that, through rules, expertise, and bureaucratic procedures,
can shape state behavior and define international problems.

International norms have particular significance in the functioning of global
governance. They influence how states define their interests, what they consider
legitimate behavior, and how they justify their actions within the international
community. It is argued that norms pass through a dynamic process of
emergence, diffusion, and institutionalization, and that they can significantly
influence state behavior and the transformation of the international order. In
this sense, global governance is not only a technical process of policy
coordination, but also a normative process in which standards of acceptable
action are shaped in the fields of human rights, security, migration, environmental
protection, and global health. However, the effectiveness of global governance
remains limited by numerous structural contradictions. On the one hand, there
is an increasing need for common regulatory frameworks, while on the other
hand, states seek to preserve control over issues they consider vital to their
national interest. This tension is particulatly visible in the areas of security and
migration, where demands for international cooperation often collide with the
logic of border protection, national security, and internal political stability. A
similar contradiction exists in the field of climate change, where the consequences
are global, but the mechanisms for implementing international obligations remain
largely dependent on the political will of individual states. For this reason,
attention is drawn to the existence of complex “regime complexes” in climate
governance, that is, a multitude of partially connected institutions and rules that
do not constitute a unified and hierarchically ordered system. Starting from the
above, the subject of this paper is the analysis of global governance in
contemporary international relations, with particular reference to the relationship
between state sovereignty and multilateral mechanisms of cooperation. The main
aim of the paper is to examine the extent to which existing forms of global
governance are capable of responding to complex transnational challenges, as
well as to point out the limitations arising from the crisis of legitimacy,
institutional fragmentation, and the uneven distribution of power in the
international system.

Special attention will be devoted to the role of international organizations,
international norms, and non-state actors in shaping global policies. The basic
assumption of the paper is that global governance represents a necessary, but
insufficiently effective, response to contemporary transnational challenges. Its
limitations do not arise solely from the weaknesses of international institutions,
but also from the enduring tension between the logic of sovereign statchood and
the need for collective action. For this reason, the sustainability of the
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contemporary international order cannot be based exclusively on the preservation
of classical principles of sovereignty, nor on the uncritical expansion of
supranational mechanisms of governance, but rather on finding a balance
between national responsibility, international cooperation, and the restoration of
trust in multilateral institutions.

Globalization and Security Consequences

Contemporary international relations are developing under conditions of
deep interdependence among states, societies, and non-state actors, while
globalization increasingly reshapes the traditional understanding of sovereignty,
security, and international cooperation. In the classical Westphalian model, the
state represented the central bearer of political authority, territorial control, and
security responsibility. However, contemporary challenges show that the nation-
state, although it remains a key actor of the international order, can no longer
independently and in isolation manage processes that have a transnational
character. The global security environment after the Cold War has been marked
by a change in the very nature of security. Security is no longer limited only to
the military sphere and the protection of the territorial integrity of the state, but
also includes economic, energy, societal, ecological, and human dimensions. In
other words, security is simultaneously expanding into new sectors and deepening
across different levels, from the individual, through the state and region, to the
global system as a whole. Such an expansion of the security field directly
influences the development of the concept of global governance, because it
shows that contemporary risks cannot be addressed exclusively through
instruments of national policy. In this context, contemporary challenges, risks,
and threats have several common characteristics: unpredictability, asymmetry,
complexity, and transnational reach. Terrorism, organized crime, migration,
climate change, pandemics, energy insecurity, poverty, and economic crises do
not stop at state borders. For this reason, national security increasingly depends
on conditions in the regional and global environment. The state, therefore,
remains the bearer of sovereignty, but its ability to protect its own interests
depends on the degree of cooperation with other actors in the international
system. This fact is particularly important for understanding the relationship
between sovereignty and multilateralism. Sovereignty is not abolished under
contemporary conditions, but its practical application is changing, States remain
formally independent and equal, but they are increasingly compelled to coordinate
part of their policies through international organizations, regional integrations,
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and various forms of global regimes. “This means that sovereignty is increasingly
manifested not only through independent decision-making, but also through the
capacity of the state to participate in the joint governance of global processes.

Global governance arises precisely as a response to this contradiction. On
the one hand, the international system remains based on sovereign states; on the
other hand, the problems that states face require collective decision-making
mechanisms, common norms, and institutionalized cooperation. Therefore,
global governance should not be understood as the creation of a world
government, but as a network of institutions, rules, norms, and actors that seck
to regulate global processes in the absence of a single global authority.”
Multilateralism has a particularly important place in this process. It represents an
institutionalized form of cooperation among several states, based on general rules
and principles of conduct. In areas such as international security, migration,
climate policy, global health, and economic stability, multilateral mechanisms
become necessary because no state, regardless of its power, can independently
manage the consequences of global crises. However, it is precisely in these areas
that the crisis of multilateralism is most clearly visible: states are willing to
cooperate when such cooperation corresponds to their interests, but they often
refuse to subordinate their vital national interests to broader international
obligations. This tension is visible in the security sphere. Contemporary threats
require cooperation among states, the exchange of information, common
strategies, and the action of international organizations. Nevertheless, issues of
military intervention, the use of force, the fight against terrorism, and border
protection often raise the problem of legitimacy and the interpretation of
international law. The practice of interventionism shows that, in the
contemporary international order, the principle of the sovereign equality of states
often collides with the efforts of certain powers or organizations to justify actions
that may be controversial from the standpoint of international law by invoking
security, human rights, or stability. In addition to security challenges, globalization
has also produced significant economic and social consequences.” Although it
has contributed to the acceleration of trade, the movement of capital,
technological development, and the linking of national economies, it has
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simultaneously deepened economic inequalities between developed and
underdeveloped states, as well as within societies themselves. The neoliberal
model of the global economy, based on deregulation, privatization, and the
opening of markets, has in many cases reduced the regulatory and social role of
the state, leading to increased poverty, unemployment, and social instability. These
economic contradictions also have a security dimension. Poverty, social exclusion,
unequal distribution of resources, and financial instability can become sources
of political crises, migration pressures, radicalization, and internal conflicts. For
this reason, economic stability can no longer be observed separately from issues
of security and global governance. It is precisely here that the importance of a
broader approach to international relations becomes visible: the global order does
not depend solely on relations of military power, but also on the ability of the
international community to reduce economic inequalities, regulate financial flows,
and ensure sustainable development.

The same applies to climate change, pandemics, and migration. These
challenges show that national capacities are limited when states face processes
that are simultaneously local, regional, and global. Climate change, for example,
affects the entire planet, but the mechanisms for addressing it depend on the
political will of individual states. Migration is the result of economic, political,
security, and ecological factors, but its management is often reduced to national
policies of border control. Pandemics also show that the health security of one
state depends on the ability of other states and international institutions to
respond in a timely manner. All of the above confirms that the contemporary
international order is marked by a constant tension between the need to preserve
sovereignty and the necessity of multilateral cooperation. States cannot
completely renounce sovereignty, because it remains the foundation of their
political identity, legal status, and internal legitimacy. At the same time, however,
they cannot ignore the fact that the most important contemporary challenges
can be addressed only through coordination, partnership, and common
institutional mechanisms. Therefore, global governance can be understood as an
attempt to find a balance between state autonomy and shared responsibility. Its
success depends on the ability of international institutions to be effective,
legitimate, and adaptable, but also on the willingness of states to recognize that
the preservation of national interests in the contemporary world often requires
cooperation rather than isolation. In this sense, the future of the international
order will depend on the possibility of restoring trust in multilateral mechanisms
and making global governance more just, inclusive, and effective.
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Conclusion

At the end of the twentieth and the beginning of the twenty-first century,
globalization significantly accelerated transnational ties and the interdependence
of states, societies, and non-state actors. Scientific and technological development,
information and communication technologies, changes in the structure of the
international order after the Cold War, and the strengthening of global economic
flows have led to the fact that contemporary international relations can no longer
be viewed exclusively through the prism of the sovereign state. The state remains
the fundamental actor of the international system, but its ability to independently
manage economic, security, ecological, and migration processes is becoming
increasingly limited. The impact of globalization on international relations is
particularly manifested through transnationalization, multilateralism, and the
growing role of non-state actors. Transnational corporations, international
organizations, the non-governmental sector, financial institutions, and various
expert networks increasingly participate in shaping global policies. This does not
mean the disappearance of sovereignty, but rather its transformation: sovereignty
is less and less manifested as completely independent decision-making, and
increasingly as the ability of the state to participate, under conditions of
interdependence, in the joint governance of global processes.

At the same time, globalization produces numerous contradictions. On the
one hand, it enables a faster flow of capital, goods, information, and technology,
while on the other hand, it deepens economic and social inequalities, weakens
the regulatory role of the state, and opens space for new security risks. Economic
instability, poverty, migration, ecological problems, terrorism, organized crime,
and technological asymmetries show that contemporary challenges transcend
national borders and require a coordinated response from the international
community. It is precisely in this space that the importance of global governance
emerges. It does not imply the creation of a world government, but rather the
establishment of rules, institutions, norms, and mechanisms of cooperation that
enable the regulation of global processes. In this sense, multilateralism appears
as a necessary instrument of the contemporary international order, because it
enables states, through international organizations and common regimes, to seek
solutions to problems that they cannot resolve independently.

However, the crisis of multilateralism shows that global governance is not
without limitations. Great powers often use international institutions in
accordance with their own interests, while weaker states seek to preserve space
for independent decision-making, For this reason, contemporary international
relations are constantly marked by tension between the need for joint action and
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the efforts of states to protect their own sovereignty. It may therefore be
concluded that global governance is one of the key responses to the challenges
of the contemporary world, but its effectiveness depends on the ability of the
international community to restore trust in multilateral mechanisms, reduce
asymmetries of power, and enable more equitable participation of states and
societies in global decision-making, The sustainability of the international order
will depend precisely on the balance between sovereignty as the foundation of
statchood and multilateralism as a necessary form of cooperation in an
interdependent world.
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DIGITAL ARTERIES AND GEOPOLITICAL
FAULT LINES:
THE STRATEGIC DIMENSION OF SUBMARINE
TELECOMMUNICATIONS CABLES

Paolo Sellari

Introduction

The global digital economy rests upon a largely invisible physical foundation: a
network of over 550 active submarine fiber optic cable systems stretching across
approximately 1.3 million kilometers of ocean floot.? These systems carry mote than
95% of all international data traffic encompassing mostly all financial transactions,
governmental and military communications. Despite this structural centrality,
submarine cables have historically occupied a marginal place in geopolitical analysis.
Yet as great-power competition intensifies and digital dependencies deepen, they
have emerged as a decisive axis of international rivalry, where the control of routes,
landing stations, and network architecture confers power in ways that closely parallel
the classical control of maritime straits and port systems.’

The Competition for Digital Routes

The analogy between maritime trade routes and submarine cable corridors
is analytically productive. Just as control over key sea lanes enabled historical
empires to project powet, from British dominance of the Suez Canal to American
Pacific supremacy, control over cable routes and landing stations confers
structural advantages in the digital economy. Landing points function as the
twenty-first-century equivalents of ports: nodes where physical infrastructure
meets national territory and where regulatory jurisdiction applies.

The United States and China have engaged in an increasingly explicit
competition over cable infrastructure. American pressure has blocked several
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major cable projects involving Chinese firms such as HMN Technologies
(formerly Huawei Marine Networks), through export controls and strategic
interventions. China has responded with an assertive Digital Silk Road diplomacy,
funding or co-owning cable systems linking Southeast Asia, the Middle East, and
Africa to Chinese network hubs. The European Union has launched the Global
Gateway initiative, whose connectivity pillar includes submarine cable investment
aimed at reducing dependence on non-European infrastructure.*

Choke Points, Concentration, and Diversification

The concept of the maritime choke point applies with renewed force to
submarine cable geography. The Strait of Hormuz, the Bab el-Mandeb, and the
Suez Canal are not only critical arteries for hydrocarbon shipping; they are
convergence zones for a disproportionate share of the world’s submarine cable
capacity. This geographic concentration creates systemic vulnerabilities: a
disruption in one of these corridors would degrade digital connectivity across
multiple continents simultaneously.

The Red Sea and Gulf of Aden corridor is particularly exposed. Multiple
cable systems, including AAE-1, SeaMeWe-5, and the PEACE cable, transit this
route through zones of chronic maritime insecurity. Since early 2024, Houthi
attacks on commercial shipping have further destabilized the region, underscoring
how cable infrastructure remains hostage to geopolitical dynamics beyond the
control of operators.

Diversification of cable routes is the principal structural response to this
vulnerability. Terrestrial corridors, expanded trans-Pacific systems, and Atlantic
cable investment all reflect efforts to distribute resilience. However, diversification
is constrained by economic logic: route selection responds to traffic density and
commercial viability rather than strategic redundancy, leaving market incentives
and security imperatives in persistent tension.

Infrastructure Security and Hybrid Threats

Submarine cables rest on the ocean floor largely unprotected, accessible to
any sufficiently equipped vessel. Most historical cable failures have been

4 European Commission, ,,Global Gateway: The European Union Strategy for Sustainable
Connectivity,” December 2021, https://ec.curopa.cu/info/strategy/priorities-2019-
2024/stronger-europe-wotld/global-gateway_en (accessed April 2026).
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accidental, caused by fishing trawls, dragging anchors, or seismic events. However,
deliberate sabotage within a hybrid warfare framework has acquired new
operational salience.

The Baltic Sea incidents of November 2024 provided a paradigmatic case.
Two cables connecting Germany to Finland and Sweden to Lithuania were
severed within days of one another. The Chinese-flagged bulk carrier Y7 Peng 3
was identified as having transited the cable locations at the relevant time and was
subsequently detained by Swedish maritime authorities.” Yet the evidentiary
challenge is structural: distinguishing deliberate sabotage from accidental anchor-
drag damage is technically demanding, and attributing state-level responsibility
for acts performed by civilian vessels is legally near-impossible. This plausible
deniability makes cable interference an attractive low-cost instrument in the hybrid
warfare toolkit.

Espionage, Backdoors, and Landing Station Security

Submarine cables present a second critical security dimension: covert data
interception and exfiltration. Cold War-era operations, including the American
program to tap Soviet naval communications in the Sea of Okhotsk, established
the basic operational template.® Contemporary concerns concentrate on two
vectors: direct interception of active cable segments at depth, and the
compromise of landing stations and terrestrial amplification facilities.

Landing stations are particularly sensitive nodes. These onshore facilities,
where cables connect to national terrestrial networks, are subject to host-state
jurisdiction and physical access by maintenance personnel, creating potential
vectors for hardware backdoors or covert monitoring,

Conclusion

The episodes analysed in this paper are diagnostic signals of the state of
international order. Submarine cables do not produce instability, they reveal it.
Where digital infrastructure is threatened or severed, geopolitical fault lines are
already active, and in most cases have been for some time. The Baltic sabotage
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is not a sudden anomaly: it coincides with a structural deterioration of European
security whose roots long predate the incident itself, and which the war in
Ukraine has made definitively visible. The concentration of cables in the Red
Sea and the Gulf of Aden reflects the collapse of a regional equilibrium that
for decades had guaranteed safe passage along that route; when the Houthis
attack commercial vessels, they strike simultaneously, even if not voluntarily, at
the digital artery of global trade. Intelligence competition around landing
stations, finally, is the most material and least declared form of the systemic
rivalry between great powers: it is fought not with armies, but with hardware,
port concessions, and maintenance access.

In this sense, the geography of submarine cable vulnerability is a precise map
of contemporary geopolitical instability. Where great powers converge and
regional orders weaken, the physical infrastructure of global connectivity
becomes the first domain to register the pressure.
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TRANSATLANTIC TURBULENCES
AS A FEATURE OF THE CONTEMPORARY
INTERNATIONAL SYSTEM!

Mladen 1 isanin’

Introduction

In January 20206, one year into the second presidential term of Donald ].
Trump, the European Union’s foreign policy chief, Kaja Kallas, reflected on the
condition of the US-EU relationship: “The transatlantic relations have definitely
taken a big blow over the last week ... On the European side, we are not willing
to junk 80 years of good relations, and we are willing to work for this” (Pala
2026). The statement was made in the midst of tensions triggered by the US
administration’s announcement that it would seek to annex Greenland, part of
the sovereign territory of Denmark, an EU member state and a loyal NATO
ally. But the beginning of Trump’s first term was also marked by transatlantic
quarrels in the domain of trade and economic affairs, divergent views on the
conflict in Ukraine, and the chronic issue of defence expenditures and security
burden-sharing;

In terms of security, the issue of the US role in NATO has been one of the
key points of Trump’s policy, going back to his first presidential term. His policy
approaches underwent some changes over the years, but instinct and the
sentiments towards withdrawal persisted. The question of defence expenditures
and burden-sharing underlies Trump’s views of the alliance, and although he can
be considered successful in terms of pushing the allies towards greater resource
allocation, he remains skeptical about the usefulness of NATO in its current
form. Since the beginning of Trump’s second administration, the US has replaced
the open threats of abandoning the alliance with the policy of “quiet quitting”
its structure, by “relinquishing command of the operational-level headquarters,
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known as Joint Force Commands, responsible for planning and conducting
NATO operations, and declining to backfill US. service positions at other NATO
installations as they come up for renewal” (Bjerg Moller 2026).

Economic exchange and trade deficits as transatlantic issues predate Trump’s
two presidencies, but his policy response, based on imposing exceptionally high
tariffs, threatens to structurally reshape this domain of relations, potentially
softening European views on cooperation with China along the way. The
administration’s ostensibly pro-Russian positions in the attempts to end the war
in Ukraine have pushed many European countries towards creating a Coalition
of the Willing, in order to continue supporting Ukraine’s war effort without the
US backing — although with dubious prospects of success.

While Kaja Kallas is right that the current moment could signify the low
pointin the history of transatlantic relations, her characterization of the previous
eighty years of the relationship can be disputed. “Turbulence’ has been the chronic
state of transatlantic relations, various crises in communication and the pursuit
of common policies mitigated solely by structural factors, reflected in the fact
of incomparable US dominance, within the Western bloc, and at times globally
(Baranets and Novo 2024). Those circumstances are no longer in place.

Discussion:
The Enduring Relevance of Transatlantic Dynamics

Ascribing everything that went downhill in the transatlantic context to Donald
Trump, his atypical personality, and his administration’s policy choices, is a lapse
in judgment. The imbalance between the two sides, marking the entire post-World
War II era, has undoubtedly been shaped by the officials’ idiosyncratic traits, as
well as cultural and other factors, but it was always structurally determined. Even
US administrations perceived as particularly pro-transatlantic, like those of John
F Kennedy, Barack H. Obama or, most recently, Joseph R. Biden, had to confront
complex issues and deep crises in their dealings with Europe. “The most
resonating slogan of Biden’s June 2021 European tour was ‘America is back’.
However, once the global affairs started unfolding in 2021, culminating with
Afghanistan withdrawal and the AUKUS arrangement in August and September,
the phrase also proved to be much more a thing of political style than well-
developed substance” (Lisanin 2021, 12).

On two separate occasions, after Obama’s and Biden’s presidential terms,
Trump’s administrations inhetited an already fragile state of transatlantic relations.
The relationship was undoubtedly strained further by Washington’s recent
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behavior. But the fact that neither the President himself nor most of his aides
show any intent to reverse the course (or even care too much about Europe in a
broader strategic sense) is a truism which does not say much about the causes
and implications. In terms of implications, there are at least two important points
to be made.

The first one is that, in times of crisis as well as those of closer cooperation
and coordination, the nature of the transatlantic relationship proves to be one
of the defining features of global politics. This was faitly obvious during the Cold
War, when Europe was a clear potential theater of direct confrontation between
two superpowers, but it remains just as true today. Europe is not just a crucial
part of the US strategic calculus, as evident from the tragic episodes of the
ongoing wars in Ukraine and the Middle East, but also an important catalyst in
the context of Washington’s capacity to manage global competition with China.

The second important point concerns the issue of Europe’s global actorness,
embodied in discussions on the European Union’s strategic autonomy. This may
remain an unattainable goal for the EU, but the systemic context is changing in
a direction which makes it more conceivable today than during the Cold War or
the immediate post-Cold War years. As Henke puts it,

“The logic that has previously underpinned European support for
American wars may now be weakening, Where many European
governments once judged US backing to be indispensable, at almost any
political price, they are now willing to risk provoking Washington’s ire.
Dependence on the United States — in military and economic affairs — has
not disappeared, but a growing number of European capitals have begun
to act on what would once have seemed an unthinkable premise: that they
must learn to navigate a world in which American power can no longer be
treated as the unquestioned centre of international order” (Henke 2020).

Washington’s current strategic approach to Europe includes a lot of rhetoric
grounded in either an economic or cultural/civilizational outlook on the
continent’s essence, as well as its future. But very specific steps are also being
developed concerning military planning and logistics which, if implemented,
would constitute a comprehensive reshaping of transatlantic relations, as well as
European security dynamics in general. “The administration’s plans to reform
NATO’s command structure by having Europeans take over key planning
processes and billets could revive the idea, broadly unpopular outside Washington,
of dividing conventional and nuclear duties between Europe, which would
provide the bulk of the conventional forces for the alliance’s defense, and the
United States, whose nuclear arsenal would serve as a final security guarantor”
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(Bjerg Moller 2026). Various strategic and institutional constraints on ideas of
withdrawal and abandonment remain in place, but whatever Europe achieves in
terms of strategic autonomy might emerge as a consequence of Washington’s
choices under changing systemic incentives, rather than from authentically
developed local plans and aspirations.

Concluding remarks

The post-World War II global politics was unquestionably shaped by the
transatlantic relationship built on the notion of the US as the most important
European security actor. That exact context and the turbulent decades which
ensued are the origin story of the contemporary transatlantic relationship. The
arrangements which underpinned it resembled a relationship of (benign)
hegemony, much more than that of equal partners joining to create a commonly
governed system. Naturally, Washington, Brussels, and individual EC/EU have
not necessarily held identical views on the nature of the relationship. National
preferences have traditionally been the defining determinants of foreign policies.
And in shaping those preferences, the perception of threats to national security
was the key factor.

In the view of Marc Trachtenberg,

“|most Europeans]| certainly did not think of themselves as obliged to
follow the US. lead, without regard to where the U.S. government was
leading them. They might defer to the United States in certain ways,
sometimes against their better judgment. But that was not because they
had agreed to take their place in a U.S.-dominated hegemonic system. It
was not because they accepted America’s ‘commanding’ role as legitimate.
It was because they were afraid of what the United States might do if
they were not sufficiently cooperative” (Trachtenberg 2025, 27-28).

Smith, Guay and Morgenstern-Pomorski exert a differing view of what they
call ‘Euro-American system?’, stating that “Europe and America have disagreed
about the wisdom of particular foreign policy decisions — and about the extent
to which the free market should govern the aspects of economic life — but the
basic ideational consensus has proven to be remarkably durable” (Smith, Guay,
and Morgenstern-Pomorski 2025, 294).

The ‘ideational consensus’ that Smith and coauthors are talking about is
arguably much more modest in scope than they envisaged — it has always been
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founded more on cold-headed strategic calculations and threat perceptions than
anything else. The fact that these perceptions are now changing in line with the
transformation of the international political system does not signify the end of
the transatlantic relationship, not even the waning of its global significance. If
anything, it goes to show that the way the relationship is ultimately reshaped will
impact global politics in the years and decades to come.
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NATO IN NEW CIRCUMSTANCES FROM THE
PERSPECTIVE OF BALANCE-OF-THREAT THEORY

Miroslay Glisid

Introduction

Without intending to reference his own work on the origins of alliances,
Stephen M. Walt, in a recently published article in Foreign Policy titled “The
Balance-of-Power Theory Strikes Again,” has inspired me with a very interesting
idea: testing the balance-of-threat theory on NATO under the new circumstances
created by the current US. administration. In this paper, I linked Walt’s theoretical
concept from his book, Origins of Alliances, to NATO?s current internal dynamics.
Without any doubt, the balance-of-threat theory provides a powerful analytical tool
for understanding NATO’s position in the era of the current US. administration,
but not completely and perfectly. To test the stated hypothesis, brief insights into
the balance-of-threat theory and current NATO dynamics were provided, followed
by conclusions on the application of Walt’s theoretical framework.

Theoretical Framework

As a “second generation” of neorealism scholars, within his framework of
the balance-of-threat theory, Walt argues that states balance against threats, not
just power, as Kenneth Waltz demonstrated in Theory of International Politics.
By reformulating the balance-of-power theory, Walt further operationalizes
structural neorealism and makes it more applicable to the analysis of alliance
formation, including NATO. Walt suggests that the degree of threats may be
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influenced by four factors: aggregate power, geographic proximity, offensive
capabilities (power), and perceived (aggressive) intentions. To address threats,
states can balance - align with others against the prevailing threat, or bandwagon
- align with the source of danger.

NATO has represented a clear case of balancing, During the Cold War
against the Soviet Union and later against the more assertive Russia, particularly
after the annexation of Crimea, and the start of the conflict in Ukraine. Walt’s
theoretical concept serves as a baseline for theorizing NATO, and Walt is one of
the most cited authors.

Between external threat and internal uncertainty

In line with Walt’s approach, states build alliances primarily to counter threats,
suggesting that rising threats are strengthening alliance cohesion. Before the
current US. administration, NATO served as a balancing alliance, and the United
States was perceived as the leading state and a security guarantor. However, today
this is no longer the case, as NATO faces Russia as an external threat and the
United States as an internal uncertainty, even as a conditional threat.

There is no doubt that Russia, for many NATO states, especially for its
members on the Eastern flank, presents a threat with a full profile shaped by
aggregate powet, geographic proximity, offensive capabilities, and perceived
intentions. For this reason, we can see strong balancing within NATO, based on
deterrence, forward presence, and increased defense spending, However, the current
U.S. administration frequently introduces political and strategic unpredictability
based on several well-known approaches, which increase internal uncertainty and
the perceived risks of abandonment and coercion. It should be recalled that in his
work, Walt argues that aligning smaller states with the dominant power to balance
against the threat means placing one’s trust in its continued benevolence. On the
other hand, NATO is also a political alliance based on common values that provides
a long-standing framework for cooperation among member states.

In these circumstances, most allies began to reassess whether the US. is a
security guarantor or a conditionally reliable partner due to the deepening threat
perception gap. According to Walt’s theory, divergence in threat perception
weakens classic alliance cohesion. In such a setting, we can see new dynamics
within NATO, including persistent external balancing against Russia, as well as
internal soft balancing and hedging. It means that NATO cohesion is significantly
decreasing. Some member states are increasingly hedging, for example, paying
closer attention to the European Union’s strategic autonomy in security and
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defense, and engaging in soft balancing against U.S. influence in different
domains. In this case, soft balancing and institutional hedging are efforts to
decrease vulnerability to possible changes in U.S. policy while preserving the main
alliance relationships.

Thus, among NATO members, we can identify several groups with different
stances. First, NATO members like Poland and the Baltic States, which are in a
demanding position as frontline balancers, are driven by a high perceived Russian
threat and minimal friction with Washington. Second, member states, such as
Spain and France, which perceive the Russian threat as serious but less immediate,
thanks to geographic distance, economic ties, etc. This group of states sees
unilateral US. intentions under the current administration as more problematic
and, apart from limited hard balancing against Russia, also focuses on hedging
and soft balancing against the United States. Finally, the third group consists of
members like Turkey that face multiple threats. As a result, their behavior shows
a mix of balancing, bandwagoning, and hedging across different issue areas.

In summary, NATO’s cohesion in the new environment depends on the
external threat from Russia and internal uncertainty, shaped by the U.S. approach.
As a result, three different scenarios emerge. First, if NATO is facing a high
Russian threat and high U.S. uncertainty, we will see more intra-alliance hedging.
Second, a high Russian threat and low US. uncertainty will be followed by
intensified external balancing and tight alignment with Washington. Third, in the
case of a lower Russian threat and high U.S. uncertainty, there will be greater
European autonomy discourse, internal soft balancing against U.S. influence, and
even new alliances with rising external actors. The last scenario could lead to the
US. withdrawal from NATO, but with very low probability. Given many other
factors, the U.S. should not abandon NATO.

Conclusion and findings

The balance-of-threat theory introduced by Stephen M. Walt is one of the
central pillars of NATO theorizing, Also, this theoretical framework could be
very useful in studying contemporary NATO’s internal dynamics initiated by the
current U.S. administration. In the current circumstances, NATO members are
facing an external threat from a more assertive Russia and internal uncertainty
from the United States. On the other hand, Walt’s balance-of-threat theory is
primarily based on external threats. Different threat perceptions among allies,
together with internal uncertainty, lead some member states to engage in soft
balancing and hedging, which are not fully explained by balance-of-threat theory
and require its expansion.
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THE GEOPOLITICS OF THE ENERGY
TRANSITION: SECURITY, TECHNOLOGY
AND POWER COMPETITION

Stefano Valente'

The energy transition and the return of the strategic constraint

The energy transition is often portrayed as a linear shift from fossil fuels to
a low carbon system. In reality, it entails a broader redefinition of the relationship
between security, technology, industry, and power. Energy remains a structural
variable of international politics: it shapes manufacturing competitiveness, the
resilience of national economies, and the capacity of states to absorb external
shocks. For this reason, the transition cannot be understood merely as a climate
agenda. It unfolds within a context marked by strategic rivalry, technological
asymmetries, and profound disparities in the ability of different actors to bear
the costs of adaptation.

The first constraint that re-emerges is security of supply. No energy
transformation can be politically sustainable if it jeopardises continuity of
provision, affordability, and the stability of productive systems. In this context,
price acquires a fully geopolitical significance: high or highly volatile energy prices
compress industrial competitiveness, intensify inflationary pressures, and reduce
governments’ room for manoeuvre”. The transition, therefore, does not set
environmental objectives against security concerns. Rather, it requires the
simultaneous reconciliation of decarbonisation, reliability of supply, and
economic sustainability. In the absence of such a balance, even a cleaner system
may prove more fragile.

This issue is further complicated by the structural growth in electricity demand.
The electrification of consumption, data centres, cloud infrastructures, and
artificial intelligence applications all require continuous, stable, and predictable
energy. The transition thus takes place not in a context of static demand, butin a
phase in which states must decarbonise while also powering new energy intensive
infrastructures. This reinforces the centrality of the energy mix as a criterion of
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resilience. No major economy can afford to entrust its security to a single
technology or to excessively concentrated external supply chains. A balanced
energy mix therefore becomes a strategic choice before it is a technical one’.

Critical technologies, raw materials, and industrial competition:
the new geography of dependence

Contemporary energy competition is no longer centred solely on access to
oil and gas, but increasingly on control over the strategic technologies and
industrial capabilities required for the transformation of energy systems. Energy
security now tends to overlap with technological security: it is no longer sufficient
to possess energy resources, one must also command advanced manufacturing,
components, grids, storage systems, and specialised know how. It is at this
juncture that the transition ceases to appear as a universally cooperative process
and reveals itself instead as an arena of competition among states, major
economic spaces, and industrial poles.

A decisive issue concerns critical raw materials and the geographical
concentration of supply chains. Rare earths, strategic materials, and refining
capacities increasingly affect not only the production of energy technologies, but
global industrial competition as a whole’. The transition does not eliminate
geopolitical dependence; it relocates it along more complex value chains. The
problem lies not only in the physical availability of resources, but in control over
decisive industrial stages, in the capacity to reallocate flows, and in the difficulty
of rapidly replacing specific production segments. In this sense, friend shoring,
reshoring, and policies of strategic autonomy reflect states’ attempts to reduce
vulnerabilities that the paradigm of globalisation had to a large extent obscured.

Within this framework, renewed interest in advanced nuclear energy, and
particulatly in Small Modular Reactors, must be understood in broader strategic
terms. Their significance is not merely technological. SMRs are increasingly
viewed as a possible response to the need to combine decarbonisation, continuity
of supply, and the resilience of electricity systems. Their political appeal derives
from the fact that they promise, at least in principle, greater dispatchability, easier
integration into grids exposed to demand peaks, and lower exposure to the
limitations of an unbalanced energy mix. At the same time, the return of nuclear

3 International Energy Agency, Energy and AI (Paris: TEA, 2025).
* International Energy Agency, Global Critical Minerals Outlook 2025 (Paris: TEA, 2025
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power signals the reassertion of the state and of industrial policy in the
governance of the transition’.

There is, however, a further geopolitical dimension. Even next generation
nuclear energy remains embedded in sensitive supply chains. The expected
growth in global uranium demand, driven above all by the expansion of nuclear
power in Asia, may intensify competition for long term contracts and for supplies
deemed politically reliable. Moreover, the structure of supply remains
concentrated: Kazakhstan continues to occupy a dominant position, while
Canada and Australia remain important pillars of supply, though not ones that
can be rapidly expanded. It follows that even a technology presented as a source
of autonomy may generate new forms of dependence if it is not embedded
within a coherent industrial and procurement strategy.

Geopolitical shocks and the fragmentation of energy markets

The war in Ukraine has constituted the most significant recent geopolitical
shock to the international energy system. The conflict has demonstrated how
interdependencies once regarded as efficient can rapidly turn into strategic
vulnerabilities®. In Europe, it has compelled governments and firms to reconsider
the relationship between economic convenience, national security, and
infrastructural resilience. At a deeper level, the war has accelerated the return of
energy to the realm of high politics, removing it from the exclusive domain of
market logic.

The Middle Fast also continues to play a decisive role in shaping the systemic
vulnerability of energy markets. The war involving Iran has once again brought
to the fore, with even greater clarity, the geopolitical significance of the Strait of
Hormuz as an essential chokepoint of the global economy. At this stage, what
matters more than the extractive capacity of any single actor is the systemic effect
produced by the possibility of constraining or interrupting transit along a cortidor
through which a crucial share of global oil and gas trade passes. The strategic
relevance of the crisis, therefore, lies not in its military chronology as such, but
in the fact that it has generated a new oil shock, following the one triggered by
the war in Ukraine, thereby showing that the energy transition continues to unfold

> International Atomic Energy Agency, “Small Modular Reactors (SMR),” TAEA, accessed
March 27, 2026.

0 Jeromin Zettelmeyer et al., “Beating the European Energy Crisis,” Finance & Development
59, no. 4 (2022), International Monetary Fund.
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within an international order exposed to physical bottlenecks, strategic coercion,
and market volatility.

The geopolitical lesson is clear. Even in a phase of technological
transformation and progressive electrification, maritime chokepoints remain
capable of producing immediate effects on prices, insurance costs, logistical
expenditures, market expectations, and perceptions of global risk. The shock
linked to Hormuz thus confirms that the traditional geography of energy security
has not been superseded, but rather overlaid with new industrial and technological
dependencies’. The transition does not eliminate strategic vulnerability; it
redistributes it, while leaving intact the capacity of certain physical passages to
influence the system as a whole.

Taken together, these shocks indicate that the international energy system is
entering a phase of growing fragmentation. The weaponisation of energy flows
no longer constitutes an exception, but a structural possibility that must be
incorporated into state strategy. This fragmentation concerns not only
hydrocarbons, but also technologies, components, raw materials, and
manufacturing capacities. The result is a more segmented energy order, in which
older vulnerabilities linked to routes and resources are compounded by new
industrial and technological dependencies.

Conclusion

The energy transition does not coincide with the disappearance of geopolitics,
but with its reconfiguration. Security of supply, affordability, control over supply
chains, and technological competition are once again becoming central dimensions
of power politics. For this reason, the crucial issue is not to choose between
sustainability and security, but to construct energy arrangements capable of
reconciling the two. Resilience will depend on the quality of the energy mix, on
the reduction of excessive dependencies, on control over strategic technologies,
and on the ability to operate in increasingly unstable markets. The future of energy,
in other words, will be determined not only by innovation, but by the political and
industrial control of the conditions that make such innovation possible.

7 US. Energy Information Administration, “World Oil Transit Chokepoints,” updated 2025,

and Reuters, “West African oil flows slow as sellers hold cargoes amid Hormuz closure,
traders say,” March 27, 2020.
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MILITARY COERCION STRATEGIES IN THE AGE
OF DISRUPTIVE TECHNOLOGIES: EMERGING
PATTERNS AND IMPLICATIONS

Dejan Stojkovid

Introduction

Cyber tools, artificial intelligence, hypersonic missiles, and space-based assets
have moved to the center of how states project power — no longer secondary
enablers but one of primary instruments of coercion. This raises a fundamental
question: how does the classical logic of military coercion hold when its structural
preconditions — legible attribution, deliberate timing, and predictable escalation
— are systematically undermined?

Classical coercion theory assumed attribution was likely, deliberation was
available, and escalation developed along recognizable lines. Disruptive
technologies challenge all three simultaneously. This study traces those challenges
through three structural mechanisms — cross-domain integration, compression
of strategic time, and institutionalization of strategic ambiguity — and examines
how three major military powers are adapting their coercive strategies accordingly.

Theoretical Framework: The Evolution of Coercive Logic

Schelling’s understanding of coercion sees force as a communicative act that
shapes what a rival expects rather than simply destroying what they have. From
that premise, deterrence and compellence were distinguished not by scale but by
direction. While deterrence prevents an opponent’ action, compellence requires
a shift in its conduct. Both approaches rely on credible threats, clear demands,
and a shared understanding of possible crisis development.?

' Colonel, Associate Professor, University of Defense in Belgrade, Military Academy, Setbia,
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2 T.C. Schelling, Armzs and Influence (1966; Yale University Press, 2008).
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Disruptive technologies impact each of those conditions. Hypersonic delivery
systems shortened flight times, compressing the window for deliberation. On the
other hand, Al decision-support assets can increase operational tempo and push
leaders to make faster decisions before the picture is clear. Also, cyber operations
and counter-space activities introduce opacity instead of visibility.

Where eatlier strategic theory envisioned escalation as a sequence of
observable steps, the contemporary strategic environment is better described as
a set of interconnected risk domains. Accordingly, pressure in one area can initiate
cascading impacts across others. What results is less calculable coercion and more
a condition of accelerated, multi-domain pressure in which the old assumptions
about tempo and transparency no longer hold.

Three mechanisms capture how this transformation works in practice. First,
cross-domain integration means that coercive strategies are built around
simultaneous interactions across multiple domains. Coercive pressure becomes
systematic, and escalation pathways multidirectional, making calibrated signaling
extremely difficult. Second, temporal contraction narrows the interval between
detection, decision, and action, pushing leaders toward pre-delegated authority
and standing response plans. Rational choice is not eliminated, but reshaped
under severe time constraints. Third, institutionalization of strategic ambiguity
normalizes sub-threshold operations.

Methodology

This study uses qualitative comparative analysis of three major military
powers — the United States, Russia, and China due to their demonstrated ability
to develop and employ disruptive military technologies that influence
international security norms. The analysis is based on publicly available doctrinal
documents, official strategic concepts, and assessments of recent operational
behavior in contested environments. Each case is considered against the three
mechanisms identified in the theoretical section — cross-domain integration,
temporal compression, and institutionalization of strategic ambiguity — serving
as a common analytical lens across divergent strategic contexts. This approach
allows comparison, enabling an assessment of whether the identified mechanisms
represent isolated adaptations or a broader structural convergence in coercive
strategy among dominant military powers.
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Analysis

All three cases confirm the operative realities of all identified mechanisms.

The United States has introduced cross-domain integration through Multi-
Domain Operations and the Joint All-Domain Command and Control
architecture.” As an example, military operations against Iran, in which sensors,
decision-makers, and strike systems have been linked across all domains in near
real time, demonstrated that future conflicts will outpace traditional command
hierarchies. Also, Russia demonstrated cross-domain integration in Crimea in
2014, combining information operations, covert deployment, cyber activity, and
political pressure behind the threat of conventional force.* Strategic ambiguity
remains Russia’s consistent instrument, enabling incremental pressure while
retaining the option to escalate. Finally, China pursues the same logic through
wintelligentized” warfare, consolidating cyber, space, and information capabilities
under unified command,’ while incremental actions in the South China Sea show
how ambiguity functions in practice.

Despite doctrinal and operational differences, all three powers have converged
on the same structural adaptations, diverging mainly in how they communicate
and engage them.

Conclusion and findings

This study shows that the structural conditions on which calculable coercion
depended — clear attribution, adequate deliberation time, and legible escalation
— are being steadily eroded. The architecture of military coercion is being rebuilt
around cross-domain integration, temporal compression, and strategic ambiguity,
as confirmed by the adaptation patterns observed across all three cases. The
predominant risk is not intended aggression but structural shift. Compressed
timelines, connected domains where limited probes can be misread, and sub-

3 Sherrill Lingel et al., Joint Al-Domain Command and Control for Modern Warfare: An Analytic
Framework for 1dentifying and Developing Artificial Intelligence Applications RAND Corporation,
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threshold competition that accumulates faster than normative adaptations have
become real challenges.

Handling these risks requires treating resilience as a core deterrence principle,
updating crisis communication for the tempo of modern confrontations, and
investing in confidence-building in cyber and space. The logic of coercion
persists, but its architecture has changed, and strategic concepts must follow.
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THE ESSENCE OF A GUARANTEE:
SECURITY GUARANTEES AS CRISIS
MANAGEMENT TOOLS

Mihajlo Kopanja'

Introduction

Everybody wants guaranteed security! That is the underlying essence driving
the entire field of security studies, but also international relations in general. In
an anarchic, self-help world, each state seeks security, first and foremost. However,
this is easier said than done. The cornerstone of virtually all grand theories of
International Relations is that no one, but yourself, can guarantee you security
(see: Waltz, 2010; albeit non-realist traditions usually highlight mitigating effects
by other factors, see: Bull, 2012; Keohane, 2005; Wendt, 2016). And yet, states
constantly not only seek, but also receive security guarantees from other states.
From guaranteeing Belgian neutrality in 1839, to British and French guarantee
to Poland in 1939, US assurances during the Taiwan Strait Crises in 1954-55 and
1958, as well as the Camp David Accords™ guarantees to both Egypt and Israel,
security guarantees have been a reoccurring practice in strategic affairs throughout
the ages.

In the past several years they have been once more in the center of attention
due to the onset of the War in Ukraine, in which the question of providing
security guarantees both to end the war and for post-war Ukraine have been
especially prominent and debated (Fix, 2023; Zuberi, Jurgensen and Lovejoy,
2023; Shinoda, 2025; International Crisis Group, 2025). However, what exactly
are security guarantees? How do they operate? Why do states go to great lengths
to guarantee security of others? And do security guarantees actually work? And
it they do, when? All of these questions have frequently been overlooked in

existing academic and policy work on security guarantees (for exceptions see:
Feldman, 1981; Levey, 1995; Bleck and Lorber, 2014; Lanoszka, 2018).

In this paper I argue that security guarantees are primarily a crisis management
tool. Security guarantees are best defined as a commitment by a third party to oppose
any forceful change to the agreed upon status guo between two or more actors. States do not
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do this out of altruism or benevolence, but the desire to avoid crisis bargaining
outcomes that do not favor their interests. States provide guarantees in order to
manage international crises in a way that favors their interests through a)
preventing unfavorable crisis outcomes; b) mitigating alliance security dilemma;
and ¢) gaining stronger bargaining position vis-a-vis both the guarantee and the
adversary in future strategic interactions.

This argument rests upon three key propositions. Firstly, when I say that they
are primarily a crisis management tool, I mean that I differentiate between three
conceptual notions — security guarantee, extended deterrence and alliance
commitments (for similar differentiation see Knopf, 2012, p. 382). Some form
of guaranteeing security exists on all three levels. But security guarantee is broader
category in the sense that every extended deterrence and alliance commitment
includes some form of a security guarantee, whereas not every security guarantee
represents extended deterrence or alliance commitment. Secondly, resting upon
bargaining theory of war (Morrow, 1989; Fearon, 1995; Spaniel, 2023),
manipulating crisis bargaining is the focus of guarantor state behavior. Providing
guarantees manipulates existing crisis bargaining process towards avoiding further
escalation into all-out war. Since wars arise from bargaining failures, external
provision of security guarantees by one or more guarantors provides bargaining
parties with a) larger bargaining range due to a potential increase in costs of war;
and b) mitigation of commitment problems. Finally, choice of security guarantee
over other tools is a deliberate move by guarantor state as it allows retaining
escalation control. Through credible threats and clear signaling guarantors steer
the crisis towards a bargaining outcome that favors its interests, while maintaining
strategic flexibility to alter its behavior as circumstances change. Therefore,
guarantee induced stability exists only as long as guarantor states have either
resolve or capability to enforce it and (re)assure warring parties.

On Crises and Crises Bargaining

Framing security guarantees as crisis management tools require us to provide
at least a brief explanation of what international crises are. Richard Ned Lebow
begins his discussion on the nature of international crisis by differentiating
between underlying and immediate cause of war in order to show how crises
tend to serve precisely as that immediate cause that bridges peace and war (Lebow;,
1981, pp.1-4). This point is important as it shows how crises are in a sense
different from the more intense and prolonged strategic interactions which are
more or less have underlying causes. Those can be wars, but they can also be
other forms of strategic interactions like strategic rivalries or strategic
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competitions (Echevarria II, 2020) that do not necessarily use military force for
strategic bargaining, instead resting on coercion, economic or gray statecraft.

Although they might not have encapsulated the attention inasmuch as war
has, the study of international crises is vast and well founded in both qualitative
and quantitative empirical studies and theoretical work. Lebow's work, Charles
Hermann's, as well as Glenn Snyder and Paul Diesing’s contributed much to
our theoretical understanding of international crises (Hermann, 1969; Snyder
and Diesing, 1977; Lebow, 1981). Graham Allison’s study of Cuban Missile Crisis
might be one of the more famous examples of in-depth qualitative study, whereas
the work done by Michael Brecher and Jonathan Wilkenfeld provides an analysis
of avast dataset of international crises? spanning the entirety of the 20" century
(Allison, 1971; Brecher and Wilkenfeld, 2000). I would argue that Brecher and
Wilkenfeld is perhaps the most relevant focal point in this discussion as it builds
upon not only existing theoretical considerations, but it refines them through the
assessment of numerous empirical cases.

While recognizing Hermann and Snyder and Diesing’s view on what
international crises are, our view rests precisely on Brecher and Wilkenfelds view
that distinguishes between two types of crises: 1. Micro, foreign policy, or actor
level crisis — “a situation...deriving from a change in the state's internal or
external environment...[where| perceptions held by the highest level decision
makers...[are defined through| a #hreat to one or more basic values, along with an
awareness of finite time for response to the value threat, and a beightened probability of
involvement in military hostilities” (Brecher and Wilkenfeld, 2000, p. 3); and 2. Macro,
international, or system level crisis — defined through two necessary and sufficient
conditions “(1) a change in type and/or an increase in intensity of disruptive, that
is hostile verbal or physical interactions between two or more states, with a
heightened probability of military hostilities that, in turn (2) destabilizes their
relationship and challenges the structure of an international system — global,
dominant, or subsystem” (Brecher and Wilkenfeld, 2000, 4-5)

Observed like this, we can actually distinguish between znteractional crises where
crisis arises from the threat where the outcome of a given strategic interaction
can impact subsequent strategic interactions that are of interest and value to the
state and hand; and s#ructural crises where crisis arises from potential challenge to
the existing and prolonged systemic relationships that make the international
order. While I must admit that there is a fine line between the two, that one can
subtly change into another, and that one state’s interactional crisis is other state’s

2 Dataset can be found here: https://sites.duke.edu/icbdata/data-collections/
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structural crisis, the line still exists. Perhaps the best example outside Brecher and
Wilkenfeld's dataset are the cases of the Crimean War 1853-1856 and the
subsequent case of the Eastern Crisis, 1875-1878. Whereas the Crimean war can
be thought of as an interactional crisis between the Ottomans and Russians, as
well as the Franco-British axis and Russians, due to the fact that Britain and
France entered the conflict on the Ottoman side as not to allow further Russian
encroachment into the Balkans and the Black sea, the Eastern Crisis was more
structural as it threatened to collapse the Britain established Concert of Europe.

Security Guarantees as Crisis Management Tools

Both aforementioned interactional and structural crises can be, and ultimately
were, managed through security guarantees by great powers. As stated in the
introduction, I define security guarantee as a commitment by a third party to oppose
any forceful change to the agreed upon status quo between two or more actors. This
conceptualization is deliberately chosen to avoid potential pitfalls of a more
general approach of observing security guarantees simply as state A committing
to protect state B. On the other hand, it helps us understand why they are primzarily
a crisis management tool. It all comes down to one simple observation — since
states sometimes give security guarantees, sometimes extend deterrence, and
sometimes enter an alliance, there must be some sort of a difference both
between them as well as in their role. And the difference lies in three key points.

First of them lies in what security guarantees strive to protect. Defining it as
protecting state B would mean that security guarantees are always given to a
weaker state at the expense of a stronger state in a strategic interaction. This is,
however, not necessarily the case. What guarantors are actually guaranteeing is
the maintenance of an agreed upon status guo. What this means is that guarantees,
and in turn, guarantors serve as an outside party that solves the issues of
information asymmetry that intensify commitment problems between warring
parties (see Fearon, 1995). Through the introduction of security guarantees,
guarantors help to overcome the problem of private information, as their public
guarantee makes commitment more credible — and therefore less likely to be
broken. This is not central to either extended deterrence or alliance, as deterrence
is extended to another state, just as states are entering an alliance with other states.
In those cases, the central point lies not in making commitments credible between
warring parties but raising costs or conflict for one of the warring parties.

Second point rests upon the opposition to forceful change. Not all strategic
interactions are the same. Some are more relevant than others. And ignoring
those relevancies comes at a cost. This stems from the principal question why



Squaring the Circle: The New Global Dynamics 71

should states get involved in a conflict of others, with the answer being that the
outcome of this conflict is somehow relevant to them. However, this is not a
binary division but a spectrum. Guarantor states carefully assess the strategic
weight (see Crawford, 2021, p. 11) of involvement, or how much cost non-
involvement may inflict, and based upon that calculates the level of opposition.
This is directly related to the third point which revolves around commzitment, that
is, the costs of getting involved. In a similar manner, states calculate the level of
commitment they are willing to invest in a given strategic interaction through
assessing the costs that it must pay. This cost-to-cost ratio impacts the distinction
between security guarantees, extended deterrence and alliance. In principle,
security guarantees are utilized when this cost-to-cost ratio is lower. As it rises,
states go to extended deterrence and then alliance. Security guarantees tend to
be cheap talk compared to much more costly signaling that extended deterrence
and alliance commitments represent. By this I do not mean that security
guarantees are cheap talk, but that, depending on the situation in hand, states are
wary to send costly signals as not to tie their hands in subsequent interactions.
This explains the conundrum of competing interpretations and why security
guarantees tend to be conflated with other two concepts.’

So, why are security guarantees primarily a crisis management tool? Well, if
they could be of use in more intense strategic interactions like prolonged conflict,
strategic competition or rivalry, where costs of inaction are significantly greater,
where it is rational to risk higher costs of action, or where protection of others
in integral to guarantor's national interest, they would feature much more
prominently in international affairs compared to alliance or extended deterrence.
They are not. As Brecher and Wilkenfeld argue, the perception of war likelihood
in crises “must be qualitatively higher than the norm in specific adversarial
relationship” (Brecher and Wilkenfeld, 2000, p. 3), meaning that it goes outside
the scope of what prolonged conflict, strategic competition or rivalry might entail.
In other words, security guarantees are ill equipped to tackle anything “more

? It is important to note that this is not a general rule, that applies always. States do not
necessarily go from security guarantees to extended deterrence to alliance. Nor are alliance
commitments and security guarantees always driven by the same logic. The tise and fall of
alliances is usually tied to the perceived threat of another states, where states ally with one
another to match power of perceived aggressor state (Walt, 1987). Security guarantees are
not driven by power-matching logic, but as said, agreed upon status quo preservation. But,
as iterative interactions unfold, situations like this may happen, and it provides us with an
understanding why guaranteeing security is part of both extended deterrence and alliances.
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important” as they signal the lack of resolve on the part of the guarantor to
competitors and potential allies alike.

However, they are well equipped to enhance the certainty of costs of action
in a situation where uncertainty rules and finite time demands immediate action.
This is why security guarantees are primarily a crisis management tool. Guarantor
behavior is driven by manipulating bargaining process in times of crises with the
desire to prevent the crisis going in an unwanted direction. Of course, security
guarantees can be given in instances where the guarantor is not a direct party to
the crisis in hand. So, they get involved and introduce security guarantees that
signal commitment to raising the costs within the crisis bargaining process if the
agreed upon status quo is not kept. Although raising costs of furthering escalation
in order to bargain for a better deal is central to the role security guarantees play,
they operate through two mechanisms. Firstly, they extend the bargaining range
of parties directly involved through signaling clear rise in costs if crisis bargaining
fails. Secondly, they mitigate commitment problems directly involved parties face
also by signaling that any break of commitment will surely be followed by
additional costs, thus keeping them in check, and preventing further escalation
of a crisis.

Instead of a Conclusion: Rise and Fall of a Guarantee

Never let a good crisis go to waist, said Winston Churcill. Each crisis is both
a threat and an opportunity, especially for those that are not a direct party to the
given crisis. While I do not negate the possibility of security guarantees being
benevolent, in an anarchic, self-help world, it is irrational for them to be primarily
that. Guarantor states frequently use and abuse security guarantees for their own
interest. This is the part that was possibly missed in previous discussion — what
propels guarantor states to provide guarantees. Of course, it lies in interest, as
they want to prevent outcomes of international crises that are unfavorable to
them. Public proclamation of a security guarantee gives clear and straightforward
information on the changed nature of strategic interaction which creates
additional costs for bargaining failure. It is therefore that states” bargaining range
naturally extends given the fact that new clear information about potential costs
come into play. I hypothesize that security guarantees are more prevalent in cases
of structural crises as guarantor states have more at stake in such crises. However,
it is not necessarily exclusive to them.

On the other hand, by providing security guarantees instead of extended
deterrence or alliance commitments, they shield themselves from the adverse
effects that such stronger commitments bring, Namely, as guarantees are cheap
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talk compared to the other two, they avoid three key pitfalls. Firstly, they avoid
entrapment problems that can lead to a chain-ganging effect as happened during
the July Crisis of 1914. Secondly, they avoid high burden carrying costs that are
intrinsic to extended deterrence and asymmetric alliances. Turkish Strait and
Berlin Crises of the late 1940s, brought about NATO in which majority of
burden was carried by the US — something they are still unable to share or shift.
Thirdly, it gives them strategic flexibility as weaker commitments bring lower
reputational costs in case of defection.

Finally, there is one more point that needs to be raised, and that is retaining
a stronger bargaining position vis-a-vis both the guarantee and the adversary. As
security guarantees dictate the dynamic of crisis bargaining process, the outcome
of a prolonged or iterative process fully rests in the hands of the guarantor.
Through that, guarantors hold leverage over all parties involved by retaining
escalation control. Guarantors can manipulate not just this bargaining outcome
but outcomes of other bargaining processes unfolding among parties involved
(through linkage), through signals and threats that they will revoke the thing that
keeps bargaining range outside the scope of war and that prevents commitment
defection from happening. This entrenches authority (in the sense of Lake, 2009)
of the guarantor, especially in cases where there is a guarantee state, while also
extending bargaining strategic options in other interactions, especially in cases
where there is an adversary (good example is Crawford, 2021). However, such
abuse of security guarantee, while relevant, does bring about some reputational
costs. It is, thus, that the true value of strategic flexibility that guarantor state
receives by providing security guarantees is the mitigation effect of possible
pitfalls in the case of changing circumstances. As priorities shift, capabilities fall,
or resolve begins to fade, guarantor states have an easier path of “defection”. In
the best-case scenario, security guarantees brought about the outcome they
desired, at low costs, and created a better position for future bargaining processes.
At worst, crisis escalated into a prolonged conflict, but guarantor state is still
flexible enough to have broader options.

Security guarantees are primarily a crisis management tool — a tool that can
be useful for all parties involved. But one should be wary in thinking that security
guarantees are a magic cure for all crises and conflicts. I strongly believe that,
regardless of sometimes malevolent intentions of guarantors, security guarantees
are a useful tool for crisis management that can bring crises to an end. However,
they do not resolve underlying causes that brought the conflict about. Believing
in the sufficiency of security guarantee is like believing that duct tape can fix a
car —it can help you get to the mechanic, but just about that. This is an important
lesson for both Ukraine, and security guarantees already given or about to be
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given. Circumstances will undoubtedly change, and with them the commitment
to maintain security guarantees. Maybe tomorrow, maybe a year or a decade from
now, but circumstances 7/ change. As credible commitments disappear, so does
the effect that security guarantees bring to the bargaining process. And with that
conflict will reappear once more.
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GEOPOLITICS OF CRITICAL RAW MATERIALS
IN THE EMERGING MULTIPOLAR ORDER:
SMALL STATES BETWEEN COMPETITION
AND STRATEGIC AUTONOMY"

Tvona 1 adevac®

Introduction

The accelerating energy transition and intensifying technological competition
have transformed critical raw materials into one of the central pillars of power
in contemporary international relations. Minerals such as lithium, cobalt, and rare
earth elements are no longer merely economic resources; they have become
strategic assets essential for the functioning of renewable energy systems, digital
infrastructures, and advanced industrial production. As a result, access to and
control over these materials increasingly shape patterns of cooperation,
competition, and structural dependency within the emerging multipolar order
(Overland, 2019).

This development reflects a broader shift from classical geopolitics toward
geoeconomics, where states pursue strategic objectives through the control of
supply chains, investment flows, and technological ecosystems. Within this
evolving landscape, the role of small and resource-endowed states is being
fundamentally redefined. Traditionally perceived as peripheral or structurally
dependent actors, these states are now becoming focal points of great-power
competition, exposed to overlapping pressures from external actors seeking to
secure stable access to critical resources.

At the same time, this repositioning opens up new, albeit constrained,
opportunities for agency. Small states may leverage their resource endowments
to negotiate between competing partners, extract economic benefits, and enhance
their strategic relevance. However, such strategies are accompanied by significant

! The paper presents findings of a study developed as a part of the project “Serbia and
challenges in international relations in 20267, financed by the Ministry of Science,
Technological Development and Innovation of the Republic of Serbia, and conducted by
Institute of International Politics and Economics, Belgrade, during the year 2020.
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risks, including deepening dependency, governance challenges, and exposure to
geopolitical fragmentation.

The Western Balkans—and Serbia in particular—illustrate these dynamics in
a particularly pronounced way, as emerging resource potential intersects with
competing external engagements and ongoing processes of regional and
European integration. Against this backdrop, the paper examines whether small
states should be understood primarily as objects of geoeconomic competition
or as actors capable of pursuing limited forms of strategic autonomy in the
geopolitics of critical raw materials.

Geoeconomic Competition and Strategic Autonomy of Small States

The growing importance of critical raw materials can be understood through
the concept of geoeconomics, which emphasizes the use of economic
instruments to achieve strategic and geopolitical objectives. As competition
increasingly shifts toward supply chains, technological capabilities, and access to
resources, critical minerals have become central elements of contemporary power
relations. In this context, small states occupy an ambivalent position: while
exposed to structural dependencies and external influence, their resource
endowments may also provide opportunities for limited forms of strategic
autonomy and bargaining power. The interaction between dependency and
agency therefore represents a useful analytical framework for understanding the
position of small states in the geopolitics of critical raw materials.

The growing importance of critical raw materials has intensified geoeconomic
competition among major global actors, particularly the European Union, China,
and the United States, whose competition over access to critical raw materials
has become increasingly pronounced (European Commission, 2023; Overland,
2019; Kalantzakos, 2020). In the context of the energy transition and digital
transformation, securing stable access to these resources has become a strategic
priority. This has led to the development of policies aimed at reducing
dependency on external suppliers, commonly framed through concepts such as
supply chain resilience and “de-risking,” as reflected in recent European policy
frameworks (European Commission, 2023).

Within this competitive environment, small and resource-endowed states are
becoming key sites of strategic engagement. External actors deploy a wide range
of instruments—including foreign direct investment, infrastructure projects,
regulatory alignment, and diplomatic partnerships—to secure access to critical
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materials. These interactions often blur the line between economic cooperation
and geopolitical influence, exposing small states to ovetlapping pressures.

At the same time, such dynamics create opportunities for small states to
enhance their strategic relevance. By positioning themselves within global supply
chains, they may attract investment and diversify external relations. However,
these opportunities remain contingent upon domestic institutional capacity and
the ability to manage external dependencies.

According to the International Energy Agency, demand for lithium is
expected to grow more than forty times by 2040 under ambitious energy
transition scenatios, while demand for cobalt, nickel, and rare earth elements is
also projected to increase significantly. At the same time, the global supply of
many critical raw materials remains highly concentrated. China dominates the
processing of rare earth elements and plays a central role in the refining of
lithium, cobalt, and graphite, while the Democratic Republic of Congo accounts
for the majority of global cobalt production. Such concentration creates strategic
vulnerabilities for major industrial powers and explains the increasing geopolitical
significance of resource-rich regions beyond traditional centers of power.

Serbia provides a particularly instructive example of these dynamics. The
country’s potential role in the supply of lithium—a key resource for battery
production and a recognized bottleneck in the global green transition—has
significantly increased its visibility within European and global strategic
frameworks (Overland, 2019). According to available estimates, the Jadar deposit
in western Serbia ranks among the largest identified lithium deposits in Europe
and could potentially supply around 9-10% of Europe’s projected lithium
demand for electric vehicle batteries (European Commission, 2024). At the same
time, the European Union remains highly dependent on external suppliers of
critical raw materials, importing the vast majority of its lithium, cobalt, and rare
earth elements from non-EU counttries.

The strategic significance of these resources has become even more pronounced
following the adoption of the Critical Raw Materials Act in 2024, through which
the European Union seeks to strengthen supply chain resilience and reduce excessive
dependencies. The Act sets ambitious targets for domestic extraction, processing,
and recycling of critical materials by 2030, reflecting a broader effort to secure the
foundations of Europe’s green and digjtal transitions. In this context, Serbia’s lithium
reserves are increasingly viewed not only as a national economic asset but also as a
potential contribution to European strategic autonomy.

However, this interest reveals a tension between strategic imperatives and
local sustainability concerns. For Serbia, the challenge is not only geoeconomic
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but also political and normative, as debates surrounding lithium exploitation have
generated significant public controversy. Environmental organizations, local
communities, and various political actors have raised concerns regarding
ecological risks, transparency, and long-term developmental consequences.
Consequently, the issue has evolved beyond a question of resource extraction
and has become closely linked to broader discussions about governance,
environmental protection, and democratic accountability.

The Serbian case also illustrates the broader dilemma faced by many small
states endowed with strategically important resources. While participation in
global supply chains offers opportunities for economic growth, foreign
investment, and enhanced geopolitical relevance, it simultaneously exposes states
to competing external pressures and difficult policy choices. The ability to balance
economic benefits, environmental sustainability, and strategic partnerships
increasingly determines whether resource wealth becomes a source of
development or a driver of political and social tensions.

Conclusion

The geopolitics of critical raw materials represents one of the defining
dimensions of the emerging multipolar order, where access to resources, control
over supply chains, and technological capabilities are increasingly intertwined. As
the analysis has shown, this transformation reinforces the shift from traditional
geopolitical competition toward geoeconomic forms of power projection, in
which economic instruments serve strategic objectives.

Within this context, the position of small states is marked by a fundamental
duality. On the one hand, they remain structurally constrained by asymmetries in
power and are exposed to external pressures, dependency risks, and the
politicization of economic relations. On the other hand, the growing importance
of critical raw materials enhances their strategic relevance, providing small states
with geoeconomic leverage to exercise agency through diversification of
partnerships and selective engagement with competing external actors.

The case of Serbia illustrates both the opportunities and the limitations
inherent in such positioning, While the country’s resource potential increases its
geopolitical visibility, it exposes the instrumental nature of external partnerships,
where strategic autonomy for the EU may come at the expense of democratic
accountability and environmental justice in the Western Balkans (European
Western Balkans). This dynamic may create tensions between resource security
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objectives and broader governance and sustainability considerations in the
Western Balkans (Bieber, 2020; EPC).

Ultimately, small states cannot be understood solely as passive objects of
great-power competition. Rather, their role is better conceptualized as
contingent and relational, shaped by their institutional resilience and capacity to
navigate between structural dependency and aspirations for strategic autonomy.
The geopolitics of critical raw materials thus not only contributes to the
fragmentation of the international system but also redefines the boundaries
within which small states pursue their development and security in an
increasingly complex global environment.
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EVOLUTION OF THE GLOBAL ECONOMY:
DRIVING FORCES AND IMPLICATIONS
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The Decline of Globalization

The United States has long been the primary driver of globalization,
economically, politically, and culturally. However, recent developments suggest a
retreat from this trajectory. On April 2, 2025, President Trump implemented
sweeping tariff measures, described by some as an “economic nuclear bomb”
and by others as an “economic tsunami,” affecting close partners such as the EU,
Canada, and Mexico, as well as competitors like China.

These protectionist policies signal a major shift in the global economic system,
particularly undermining the role of the World Trade Organization (WTO). The
tariffs represent a significant setback to the free trade system that the United
States itself championed following World War II.

The US. was instrumental in establishing the General Agreement on Tariffs
and Trade (GATT) in 1947, which later evolved into the WTO in 1995,
promoting trade liberalization among most of the world’s nations. Over the past
three decades, the WTO has played a crucial role in opening markets and
strengthening global economic interdependence. However, from Trump’s
perspective, it no longer serves American interests, delivering a severe blow to
the institution.

As a result, a new map of global trade partnerships is emerging. While the
US. administration views tariffs as a means of achieving fairer trade balances,
affected countries see them as threats and are pursuing alternative alliances.
Agreements between the US. and the EU (July 2025), the UK (May 2025), and
China (October 2025) illustrate this restructuring, Notably, U.S., China trade alone
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amounts to approximately $700 billion annually, with Chinese investments in U.S.
assets estimated at $1.4 trillion, highlighting the deep interdependence at stake.

On the other hand, this shift raises concerns about a potential global
economic slowdown. In a report issued on April 16, 2025, the WTO predicted
a sharp decline in global trade and weaker economic growth. The global economy;,
still recovering from post-pandemic inflation, is already burdened with debt and
vulnerable to geopolitical conflicts that disrupt supply chains and drive up
commodity prices. However, the six-week war in the Middle East cast a long
shadow over the global economy. It deepened the existing slowdown and severely
impacted the energy security of a wide range of countries, particularly in Europe.
Gulf economies were significantly affected.

The Rise of Asia

The global balance of economic power is steadily shifting toward Asia, driven
by the rapid growth of China, India, and the “Asian Tigers” of Southeast Asia.
According to the International Monetary Fund’s World Economic Outlook
(October 22, 2024), future global growth is increasingly centered in Asia.

Despite global challenges, including the COVID-19 aftermath, the war in
Ukraine, and ongoing Middle Eastern conflicts, Asian economies have
maintained strong growth. In 2024, China’s growth reached approximately 5%,
while India’s surpassed it at 7%, placing them among the world’s largest
economies. In contrast, Eurozone growth fell below 0.8%, while U.S. growth
stabilized at 2.8%.

Europe, particularly Germany, has experienced relative economic decline,
with Germany’s GDP contracting by 0.3%. Additionally, geopolitical tensions,
such as the Israeli-Iranian conflict, have driven up energy prices, causing oil prices
to surge and gas prices in Burope to rise by 60%. These increases contribute to
higher production costs, slower growth, and rising inflation.

China’s Belt and Road Initiative (BRI) further strengthens Asia’s global
economic influence. This ambitious strategy aims to expand infrastructure and
economic cooperation across continents through land and maritime routes. By
July 2023, total investments had exceeded $1 trillion, spanning over 150

countries and creating significant development opportunities, particularly in
the Global South.
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BRICS as a Driving Force

Since the world economic crisis of 2008, developments are accelerating and
the challenge to the United States hegemony on the world economy is growing,
Those who are complaining and refusing the unipolar system with all its
dimensions, including economic ones, are rising, Demands are increasing for a
pluralistic global system that is more just, more stable, and more responsive to
the interests of all countries.

Over the past two decades, BRICS has emerged as a significant force in
shaping global economic policies, while the U.S.-led Bretton Woods system,
established in 1944, has gradually weakened. BRICS offers an alternative
framework capable of integrating emerging and developing economies. The
group promotes economic multilateralism through three key pillars: de-
dollarization, alternative payment systems, and new financial institutions.

BRICS is actively working to reduce reliance on the US. dollar by increasing
the use of local currencies in trade and financial transactions. This shift is gaining
momentum, particularly as some policymakers are perceived to be “weaponizing”
the dollar.

Additionally, BRICS is developing alternative payment systems to reduce
dependence on SWIFT. These include Russia’s SPES, China’s CIPS, India’s SEMS,
and Brazil’s Pix. The growing adoption of these systems demonstrates their
effectiveness and signals a broader shift away from U.S.-dominated financial
infrastructure.

Parallel to these efforts, BRICS established the New Development Bank
(NDB) and the Contingent Reserve Arrangement (CRA) in 2015. Unlike Western
institutions, these entities operate on principles of partnership rather than
conditionality. The NDB focuses on infrastructure and sustainable development,
while the CRA provides short-term financial support to countries facing balance-
of-payments difficulties.

Although still smaller than their Western counterparts, the NDB has roughly
half the lending capacity of the World Bank, and the CRA about one-tenth that
of the IMF where Progress is notable. By late 2024, the NDB had approved
approximately $39 billion in loans across 120 projects.®

The expansion of BRICS membership to 10 countries by January 2025
underscores its growing influence and appeal, particularly among Global South

2 NDB Annual Report 2024, https://www.ndb.int/wp-content/uploads/2025/12/
NDB_AnnualReport2024_10Dec25.pdf
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nations. More than 40 nations in Asia, Africa and Latin America are still awaiting
acceptance as members of BRICS.

Conclusion

Together, the decline of globalization, the rise of Asia, and the growing
influence of BRICS signal a structural transformation in the global economic
order. While uncertainties remain, these trends point toward a more multipolar
and diversified system, one that challenges traditional power dynamics and
reshapes the future of global economic governance.

The geopolitical crises in the Middle East, and previously in Ukraine, are
accelerating these transformations. The transition to a new world economic order
is necessarily linked to deeper and more impactful strategic shifts. Most
importantly, on people worldwide who are looking forward for living and security.
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GLOBAL TURMOIL AND THE ROLE
OF THE WORLD TRADE ORGANIZATION

Predrag Bjelid

The second half of the 20" century have been characterised as a golden age
of world trade. This is made possible by unprecedented liberalisation of trade
and investment regimes across the world. World trade have reached
unprecedented highs and grow exponentially, with the largest share recorded by
Europe and other developed economies. Many companies from developed
countries have used this opportunity to export their business across the globe
and become global companies, mainly using foreign direct investments (FDI) as
main tools. The US but also European and Japanese companies were leading the
trend. Limited number of developing countries have used this opportunity that
liberal trade order provides and became newly industrialised countries. First wave
were the Asian tigers, like Japan, Republic of Korea, Singapore, Taiwan and Hong
Kong but nowadays the PR. China, Indonesia, India are also dynamically growing.
Many other developing economies have been stuck in the slow growth, low
export potential and poverty and did not used the opportunity of growing world
trade. The worst situation is with Least developed countries (LDCs), group
defined by the United Nations which needs assistance.

The processes of liberalisation of global trade and investment regimes of
many countries have led to a formation of specific structure of global
production activities known as Global Value Chains (GVC) and the raise of
trade in intermediaries. The main institution that regulates trade regime at the
global level, World Trade Organization (WTO), has been initiated by the US in
the 1940s under the name International Trade organisation (ITO) but it was not
established then due to conflict with socialist states but rather in 1990s. Until
the establishment of the WTO the main global instrument for the regulation
of global trade was General Agreement on Tariffs and Trade (GATT). But
WTO when established in 1995 have instutionalised the cooperation on a wide
range of areas, that included not only trade in goods but also trade in services,
trade related meters on Intellectual property as well as dispute settlement etc.
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The decisions in the WTO started as initiatives among big four — US, EU, Japan
and Canada.’

But at the start of 21 century the process of deglobalization have been
initiated. It all started with the global financial crisis in 2009 which show the
weaknesses of world economy and weakness of some developed economies to
rebound from the crisis. As recorded on the left panel of our graph 1 we see a
significant decline in world export in 2009 and was followed by the decline in
2017. The first decline was caused by financial crash in the US that spread very
fast around the globe, but the crash in 2017 was caused by the rising trade barriers.
This coincides with the start of the first presidential mandate of Donald Trump.
This crisis was prolonged during the global COVID-19 pandemic which was a
medical crisis. This crisis, on the other hand, unable physical contact so the
influence was the greatest on the decline in the export of services, especially
transport and tourism.

Graph 1: Changes in world trade and trade policies
Ewvolution of World Trade in value (bill. USD)

Source: Wortld Trade Orgafﬁzatidn, Evolution of trade under the WTO, Internet,
https:/ /wwwwto.otg/english/res_e/statis_e/trade_evolution_e/evolution_trade_wto_e.htmNo
te: Trade is calculated as average of exports and imports, and excludes significant re-exports or

imports for re-exports

3 More in: Predrag Bjeli¢, Medunarodni trgovinski sistem, Centar za izdavacku delatnost

Ekonomskog fakulteta u Beogradu, Beograd, 2021.
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Trade Policy Uncertainty (TPU) Index
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Source: Caldara, Dario, Matteo Iacoviello, Patrick Molligo, Andrea Prestipino, and Andrea Raffo
(2020), “The Economic Effects of Trade Policy Uncertainty,” Journal of Monetary Economics,
109, pp. 38-59.https:/ /www.matteoiacoviello.com/tpu.htm

But the greatest global turmoil came with the second presidential mandate
of Donald Trump. On the right panel of the graph 1 we can observe the Trade
Policy Uncertainty Index* and you can see that the peak in this index is recorded
in 2025. This uncertainty is closely connected to the level of trade barriers
introduced in this period, and specially introduced by the US. Many countries
have been faced with rising US tariffs, even the Allies, that have obstructed the
export to the US. The main aim was PR. China which is perceived by the Trump
administration as the global competitor.

The international trade system with WTO in its centre have been jeopardised
by this American trade actions that are against the WTO rules. Many authors
considered the 2001 when the PR. China become a member of the WTO as a
big event in economic history and a start of a big power shift in the world
economy’. After a first Trump mandate PR. China have initiated trade dispute
settlement on Trump tariffs on steel and aluminium introduced in 2018 and

* Caldara, Dario, Matteo Iacoviello, Patrick Molligo, Andrea Prestipino, and Andrea Raffo
(2020), “The Economic Effects of Trade Policy Uncertainty,” Journal of Monetaty
Economics, 109, pp.38-59.

5 Siqi Li and Xiaozhun Yi, 20 Years On - China’s Role in the Multilateral Trading System, in:
China and the WTO - A Twenty-Year Assessment, Cambridge University Press, 2023, pp.
21 — 44, DOLI https://doi.org/10.1017/9781009291804.004
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WTO panel on December 2022 had ruled that these tariffs were introduced
against WTO rules.®

In the second Trump mandate the tariff escalation were even greater, since
it covered more products but also more trade partners. This led to a greater shock
in world economy since many countries were hit by US tariffs, specially reciprotial
duties that were introduced to decrease large US trade deficits. The value of
global goods imports affected by new tariffs and other import measures increased
more than fourfold from mid-October 2024 to mid-October 2025 compared to
the prior 12-month period, marking the highest coverage in over 15 years of
WTO trade monitoring, according to the WTO Director-General’s latest annual
overview of developments in the international trading environment. At the same
time, WTO members introduced trade-facilitating measures on both imports and
exports, covering one-and-a-half times more trade than the previous period, and
were pursuing dialogue more than retaliation.”

WTO is today at a crossroads since many unilateral actions, specially by the
US who was initiator of the founding of WTO, have made this institution less
relevant and effective. But the WTO was in crisis even before this revamping of
tariffs as old and obsolete trade instruments. The trade round initiated in the
WTO in 2001 never finished, the dispute settlement process was disrupted due
to nonelection of Appellate Body members, many non-tariff barriers were used
during the 2009 World economic crisis etc. WTO members agree that structural
reform is necessary, but they diverge on what that should look like. A good first
step would be for the trade ministers attending the WTO’s 14th Ministerial
Conference in Yaoundé, Cameroon.® The WTO legal framework is necessary,
especially for the small economies, and it ensures the rule of law in trade. If most
of the WTO members stick to the rules-based system, some others that escalate
tariffs against WTO rules can be left behind and out of this system, is this the
future for the WTO? Or will WTO be replaced by regional and bilateral trade
deals? For most of the economies in the world multilateralism does not have an
alternative.

% Politico, Doug Palmer, 12/09/2022, WTO says Trump’s steel tariffs violated global trade
rules, Internet, https://www.politico.com/news/2022/12/09/wto-ruling-trump-tariffs-
violate-rules-00073282, Accessed 20/03/2026.

7 WTO, 2025 News items - Large increase in new tariffs but also measures to ease global
trade, WTO teport shows, Internet, https://www.wto.org/english/news_e/news25_e/
trdev_02dec25_225_e.htm, Accessed 25/03/2026.

8 Brookings, A new opening for WTI'O reform, Internet, https://www.brookings.edu/
articles/a-new-opening-for-wto-reform/, Accessed 20/03/2025.
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INVESTING IN FRIENDS OR INVESTING IN FOES:
THE ASYMMETRIC FRIENDSHORING PATTERNS
OF FOREIGN DIRECT INVESTMENT

Radovan Kastratovid

Introduction

Recent years brought significant changes to the global geopolitical and
economic landscape, which affected the process of globalization. A new logic of
geoeconomics has emerged, where economic integration is increasingly
subordinated to national security and geopolitical goals (Mohr and Trebesch 2025).
As global value chains fracture and trade barriers grow with increased uncertainty,
participants in international economic relations are adopting the strategy of
friendshoring, redirecting economic activities towards the economies sharing
geopolitical and diplomatic alignment (Javorcik et al. 2024), oftentimes within the
formal framework of regional economic integrations (Kastratovi¢ 2020).

The theoretical basis of the interaction of geopolitics and capital is established
in hegemonic stability theory, where the stability of the international economic
order requires the existence of a single hegemon, providing market and capital
in the long term (Kindleberger 1981). However, the empirical evidence on
changes in this interaction in an increasingly polarized world is lacking. The
existing studies suggest that geopolitical considerations indeed drive public
financial flows (Horn, Reinhart, and Trebesch 2021, Gelpern et al. 2022).
However, it remains an open question whether these considerations also affect
private capital flows, particulatly foreign direct investment. Some limited evidence
suggests that this might be case (Gopinath et al. 2025, Kastratovi¢ 2017,
Kastratovi¢ and Krivins 2025).

In this paper, we aim to address this question by considering whether
diplomatic alignment has any role in shaping the patterns of foreign direct
investment and if the foreign investment flows are fragmenting and regionalizing
along the geopolitical blocs. In addition, we consider possible heterogeneity of
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this influence, dependent on the center of geopolitical bloc, namely, the United
States and China.

To address our research question, we construct a foreign direct investment-
diplomatic alignment index, and consider correlations between outward foreign
direct investment of the United States and China toward 196 their partner
economies and their respective UN voting alighment in the period from 2015
to 2023. This approach allows us to produce some stylized facts about the
existence and nature of friendshoring in the two blocs formed around these
two major economies.

Our results contribute to the nascent literature on friendshoring (Aiyar,
Malacrino, and Presbitero 2024, Gopinath et al. 2025) by providing evidence on
asymmetry in global decoupling of foreign direct investment flows along the
geopolitical lines. We found friendshoring patterns only in the case of the foreign
direct investment originating from the United States. Our results suggest a
significant and persistent positive correlation between foreign direct investment
outflows in the United States and UN voting alignment between the United
States and its economic partners. In contrast, such correlation is negative and
recently approaching insignificance in the case of China, providing little evidence
of friendshoring,

The remainder of this paper is organized as follows. Section 2 presents a review
of the closely related literature on the role of geopolitics in shaping international
capital flows. In Section 3, we outline our methodology and data sources. In Section
4, we present the main stylized facts that resulted from our descriptive analysis and
discuss some possible implications. The final section concludes.

Methodology

We base our analysis primarily on a descriptive approach aimed at producing
some stylized facts about the existing friendshoring patterns. As an approximation
of these dynamics, we rely on outward foreign direct investment flows,
concentrating on the United States and China as countries of origin, and
observing the investment flows towards all 194 partner economies for which the
data were available. The data was sourced from the International Monetary Fund.
We rely on official data from the two countries, except in cases when such data
was not available. In such cases, we used the data from the counterpart economy.

To describe the friendshoring patterns, the data on foreign investment
outflows alone is insufficient, as it is difficult to tell if the drivers of the flows are
diplomatic or purely rational economic factors. For this reason, we matched the
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investment data with the data on voting alignment in the United Nations. The
primary data for operationalizing voting alignment, which we use as a proxy for
the level of diplomatic relations, are the voting records from the United Nations
General Assembly, assembled in the Voting Resolutions dataset.

To measure diplomatic proximity, we first calculated the Voting Alignment
Index for each country in the focus of this study: the United States and China.
The dataset differentiates between three distinct voting positions — yes, no, and
abstain. Following the standard practice in the related literature (Voeten 2013),
we excluded the resolutions labelled as Adopted Without Vote, in order to focus
on issues where UN member states are forced to reveal their preferences. The
alignment is calculated in the fairly standard manner, as a dyadic proportion at
the country-year level:

_ X Ry|RVie = RV}
Aijt = Z R
t

where A denotes the alignment indexes, R resolution count, RV resolution
vote (taking the three categorical values), and indexes 1, j, and t denote individual
countries, countries in the focus (the United States and China), and year,
respectively. The index ranges from 0 to 1, with the value of 1 denoting the
highest level of alighment.

To exemplify and visually represent the interaction between diplomatic
alignment and foreign direct investment flows, we constructed a composite FDI
alignment index. We first calculated a raw interaction score for every partner country
I of source country j (United States and China) in year t, defined as the product of
the partner’ share of total outward foreign direct investment flows and their UN
Voting Alignment score (both ranging from 0 to 1). As this calculation resulted in
a highly skewed distribution due to most countries having a low share in observed
foreign direct investment outflows, we normalized these scores using a percentile
ranking approach. Namely, for each country j in the focus in year t, partner countries
(1) were ranked based on the initial interaction score. The ranks were then converted
into a normalized index, using the following transformation:

_ Rankijt -1
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Where N;; represent the total number of partner countries for the United
States or China in year t. The index takes values ranging from 0 to 100, with 010
indicating the highest level of alighment between relative investment significance
and diplomatic alighment. These values were then mapped to provide the most
intuitive visual representation of the key patterns. The index was calculated for
2023, which was the latest year for which all the necessary data were available. In
addition, we graphically presented the relationship between absolute outward
foreign direct investment and voting alighment, determining the best linear fit
for subsets focused on the United States and China, respectively.

Finally, for the petiod from 2015 to 2023, we determined Pearson’s correlation
coefficients between absolute foreign direct investment outflows and UN
alighment scores, for each year and for the United States and China subsamples,
respectively. The results are presented in the following section.

Results and Discussion

To identify and evaluate friendshoring patterns in foreign direct investment
outflows of the United States and China, we analyze the relationship between
our two key variables previously described, primarily by using descriptive statistics.
The results of this analysis reveal interesting diverging patterns for the flows
associates to the two major economies in terms of the relationship between
foreign direct investment and diplomatic alighment.

In the first part of our descriptive analysis, we focus on the latest year for
which all the required data were available (2023), examining the level of foreign
direct investment alignment using the alighment rank-based index. The world
map representing the values of this index of recipients of foreign investment
originating from the United States and China is presented in Figure 1.

The upper panel of Figure 1 shows the alignment of the global landscape
for the United States in 2023. It indicates a pattern of regionalization of outflows
of foreign investment in the cohesive Western Bloc, comprising the developed
countries of North America, Europe, Japan, and Australia. This indicates that
the capital of multinational enterprises originating from the United States is
mainly concentrated in countries that share diplomatic positions with
Washington. In contrast, the “Global South”, particulatly the countries in Africa
and Central Asia, have low levels of alignment, indicating their relative
insignificance for global outward foreign investment flows originating from the
United States, increased levels of diplomatic misalighment with the United States,
or both.
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Figure 1. Foreign Direct Investment Diplomatic Alignment Index Values
for the partner Economies of the United States and China (2023)
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Source: Author’s calculations.
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The lower panel of Figure 2 presents the same information for China. The
situation is neatly inverse, with the notable exception of South America and the
ASEAN region, which appear equally aligned to both blocs. The countries with
significant alighment of diplomatic position and foreign investment flows
coincide for the most part with the targets of the Belt and Road Initiative.
European countries, on the other hand, receive substantial investment from
China, but do not align diplomatically, leading to lower index values. Such
countries could face retraction of capital originating from China if the
geoeconomic fragmentation process intensifies. In general, this graphical
overview illustrates widening geopolitical rifts and responses of capital that
followed, which is much in line with the changing global linkages (Gopinath et
al. 2025).

We consider the relationship between the voting alighment and outward foreign

direct investment shares by using the scatterplot and determining the best linear fit
for the cross-sectional data for 2023. The results are presented in Figure 2.

Figure 2. The Relationship between Outward Foreign Direct Investment
Shares and UN Voting Alignment Scores for the United States

and China (2023)
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For the United States, there is an evident pattern of high levels of voting
alignment for the partner economies with the relatively highest inflows of foreign
direct investment originating from the United States. This is further supported
by the line representing the best linear fit for the data referring to the United
States, which has a significant positive slope.

In contrast, China exhibits numerous examples of significant investment in
countries with relatively low diplomatic alignment. Although some countries with
high diplomatic alignment do receive considerable investment from China,
examples of countries with similar or higher diplomatic alignment with lower
significance for investment flows are more numerous. This could either indicate
a notably different motivation for investment originating from China in
compatison to the counterparts originating from the United States, or it could
reflect that small economies tend to align their diplomatic positions significantly
more with China than the United States. To address this question, a more in-
depth analysis would be required, but the stylized facts suggest that many of the
countries with the highest diplomatic alignment are the countries of considerable
economic size (notably, Iran, Indonesia, Pakistan, and Vietnam), suggesting that
the first hypothesis is more likely to hold. The fitted linear function has a slightly
negative slope, indicating the potential absence of a significant effect of
diplomatic alignment on foreign direct investment outflows of China, further
supporting the aforesaid conclusion.

Finally, we consider temporal trends in the correlation between outflows of
foreign direct investment and alignment of voting in the UN. The analysis is
based on Pearson’s coefficient of correlation, calculated for bilateral data for the
United States and China, for every year individually from 2015 to 2023. The
results of this analysis are presented in Figure 3.
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Figure 3. Correlation between Foreign Direct Investment Outflows and UN
Voting Alignment for the United States and China (2015-2023)
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The results indicate that the positive relationship we previously determined
for cross-sectional data in the case of the United States is a part of persistent
long-term trade. Namely, the correlation between outflows of foreign direct
investment and UN voting alighment is stable, statistically significant, and positive,
fluctuating between 0.2 and 0.3 in the observed period. This suggests that there
is along-term preference of multinational enterprises originating from the United
States to locate their activities in economies that are more diplomatically aligned
with the positions of the United States’ government.

The results also imply that the friendshoring dynamics in the United States are
not merely a reaction to the pandemic and the revealed vulnerabilities of its value
chains, but a structural change in the allocation of private capital from the United
States, which further corroborates the findings of Aiyar et al. (2024). From our
results, it appears that the capital originating from the United States is risk-averse in
regards to geopolitical factors, manifesting in the strategy of investment
concentration in the most highly diplomatically aligned nations, which helps
multinational enterprises to mitigate potential trade weaponization and intellectual
property theft in host countries with greater diplomatic distance (Clayton et al. 2025).
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China, in contrast, exhibits a persistent negative correlation that fluctuates
around -0.15 and is decreasing in intensity in recent years. This contradicts the
potential friendshoring motivation of the foreign investment originating from
China. Moreovet, there is some, albeit tentative, evidence that China tends to
allocate foreign investment to countries with lower diplomatic alignment than to
its diplomatic allies. It could imply that pragmatic motives of accessing markets
and resources play the most significant role in determining the patterns of foreign
investment originating from China. Namely, China has an enormous demand for
energy, commodities, and rare minerals, which motivates its investment into
underutilized regions, where Western capital is absent due to prohibitive political
risks. Chinese state-owned enterprises are particularly well-suited for exploiting
this opportunity as well as for prioritization of national security and strategic
goals over purely economic ones. This notion is supported by the evidence from
Chinese foreign direct investment in Europe, which is motivated more by long-
term geopolitical goals than the returns on the investment (Gehringer 2025). The
existing evidence suggests this could be an important motive for the recent surge
in Chinese investment in Africa (Zhao et al. 2025).

Another important motive that could explain the patterns we determined is
the purchase of political influence and neutralization of opposition in the “Global
South” through providing investment. By becoming a key strategic economic
partner to diplomatically distant countries, China creates economic dependence
that it could leverage in the future. For instance, Gelpern et al. (2022) suggest
that Chinese contracts of this type are aggressive in this regard, designed to
provide China with significant control over the capital recipient’s performance.
In any case, the asymmetry in the relationship between outward foreign direct
investment and diplomatic alignment is particulatly interesting as it challenges
the assumption of global movement towards fragmentation and regionalization
of international economic relations.

Conclusion

In this paper, we considered the relationship between outward foreign direct
investment from the United States and China and diplomatic alignment, by
observing the data for 194 partner economies for the period from 2015 to 2023.
The stylized facts our descriptive analysis produces suggest that there are
significant friendshoring activities reflected in the foreign direct investment flows.
However, we found that friendshoring is not a universal trend, but rather an
idiosyncratic response in the “Global North” to the changing geopolitical
environment. Namely, we find evidence of positive and persistent correlation
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between outward foreign direct investment and diplomatic alighment only for
the United States. In contrast, China exhibits a weak and negative correlation that
is increasingly losing significance in recent years.

Our findings provide an interesting contribution to the nascent friendshoring
literature. Similar to the existing studies, which identified diplomatically driven
capital flows in the public sector, we also find evidence that similar factors affect
outward foreign direct investment. However, our result suggest that such effects
are mainly contained in the “Global North”.

Different patterns of the relationship between outflows of foreign direct
investment and the UN voting alignment in the case of China could imply that
China’s external economic strategy is more pragmatic than ideological. As noted
by Gehringer (2025), Chinese foreign investment often targets strategic assets (such
as Western technology) or natural resources (in the “Global South”), regardless of
any diplomatic distance that may exist between the host country and China. In
contrast, our stylized facts suggest that the United States have been steadily
retreating into the bloc of countries with low diplomatic distance, utilizing the
strategy of friendshoring;

Our results imply that China, following its pragmatic strategy, could position
itself as an indispensable global center in global value chains, challenging the
traditionally dominant position of the United States. In contrast, the United
States, and particularly its allies, could bear disproportionate costs of ongoing
geoeconomic fragmentation, as friendshoring leads to reductions in gains from
exploiting comparative advantages and optimally allocating resources.

The recent dynamics also led to the emergence of connector economies
(Gopinath et al. 2025), such as Vietnam, Mexico, and to a smaller extent, Serbia,
which act as a bridge between the blocs. Some of these economies enable
redirection of direct trade between United States and China, leading to increased
cooperation with both major economies. This resulted in lengthening of value
chains, which slowed down complete fragmentation of trade and investment
flows. However, it also placed these connector economies under diplomatic
pressure from both sides. This pressure is expected to increase if geoeconomic
fragmentation continues. Foreign investment promotion in such countries
requires a delicate balancing between closing the diplomatic distance between
them and the sources of capital, while providing resources and market access. In
the cases where such balancing is unfeasible, insufficiently exploited locational
advantages could be put to use more likely by relying on Chinese capital,
regardless of diplomatic alignment.
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PEACE THROUGH DEVELOPMENT:
THE NEW GLOBAL PARADIGM IN ACTION

Elke Fimmen'

The topic ,,Squaring the circle — new global dynamics“poses the challenge
how to create a new just world economic order, in which the right for sovereign
development of each nation on the planet and the progress of humanity as a
whole can be secured.

This question is of the utmost urgency, as we witness after other
unprecedented violations of international law the catastrophic consequences of
the unprovoked US-Israeli war against Iran. While Iran is not defeated, the world
economy has been pushed into a dangerous course of physical desintegration,
with grave consequences for the existence of nations and peoples. This can deal
the last blow to the already fragile world financial system. The action has
unsettled previous alliances in the region and discredited the US position globally,
which some of its authors now acknowledge openly.

The imperial policy ,,might makes right* clearly does not function. Peace is a
strategic and economic necessity for the survival of mankind. Complex crises cannot
be solved through war in this interconnected wortld, with nuclear powers involved.

Fortunately, the just concluded meeting between President’s Xi and Trump
offers reason for hope that the leaders of the world’s most powerful nations can
find a rational approach to solve crises constructively instead of falling into the
Thucydides trap. The proven constructive role of China in South West Asia
clearly shows how dialogue, not war, can achieve tangible results. As for the
United States, it would be a blessing for the world, if it were to remember its
roots as a republic which won independence against the British Empire.

Only by supporting and joining the global productive dynamic created by the
Global Majority, exemplified by the BRICS Plus, the countries of the West can
hope to have a future.

Therefore, a complete reorganization of the speculative financial system is
required, along with productive credit generation through state credit for
infrastructure, fostering of high technology, secure energy supply (coal, gas,

"EIR. News Agency; Schiller Institute, Wiesbaden. E-mail: fimmen@eir.de,
elke.fimmen@googlemail.com, ORCID: 0009-0001-3590-0725.
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hydropower, advanced fission, fusion), and cooperation in international
infrastructure and technology projects.

Europe and the United States need to focus on ,,physical economy* and use
scientific measuring rods for economic success like the increase of ,,energy flux
density” and of ,,potential population density®, as defined by the late US
economist Lyndon LaRouche, to work our way out of the global collapse dynamic.

In the context of worldwide development towards a ,,World Landbridge®,
connecting all continents through transport and development corridors, Eurasia
should link up with the nations of South West Asia and Aftica.?

The region of South West Asia, including Israel and Palestine, has a unique
potential for economic development, reversing the desertification of the region
with an ,,Extended Oasis Plan® and reviving the old Silk Road tradition on a
modern platform.

Iran, a full BRICS member, is a key hub for the New Silk Road, through a
network of rail corridors linking China, Central Asia, and Russia to Europe,
Southwest Asia, and Africa. The port of Chabahar, built in collaboration with
India, is a critical component of a new South-South trade and development
alliance. Iran, with its highly educated, scientifically oriented population, looks
back to a 5000-year old civilization.

For western nations, cooperation with China in joint infrastructure projects in
the Global South, above all Aftica, the continent of the future, will be a win-win-
perspective. China’s Belt and Road Initiative, in which today 152 nations are
participating, has become the reference point for the developing nations. China’s
stunning progress since the 1980s is driven by scientific technological investment,
along with credit allocation for highly effective infrastructure platforms, which allow
for huge productivity leaps in the economy. The Australian Think Tank ASPI
documents in its Technology Tracker (2025) China’s internationally leading position
in nearly 90% of crucial technologies, with 66 of the 74 technologies tracked.

How to reach a new vision?

Helga Zepp-LaRouche, President of the Schiller Institute, in 2022 proposed
Ten principles for a New Global Security and Development architecture’ , which
respects the interests of all nations and eliminates geopolitics and oligarchism.
Instead, the political order should be organized in such a way, that the true
character of humanity as the creative species can be realized.

2 ,Extending the New Silk Road to West Asia and Africa — A Vision of an Economic
Renaissance, Schiller Institute Special Report, 2! Edition Jan. 2026, first Edition 2017,
Jason Ross and Hussein Askary, ISBN: 978-1-882985-04-3
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For that, she refers to the great thinker of the 15" century, Nicholas of Cusa,
who said that concordance in the macrosmos is possible only through a
harmonious development of all microcosms. Through a process of
hypothesizing man is able to reach a higher level of resolution than on the level

of contradictions. Cusa called his method the ,,Coincidence of Opposites*.*

This universal thinking created the basis for the Peace of Westphalia in 1648.
Today it is reflected in President Xi Jinping’s Global Governance Initiative.

On human creativity as the determining factor for our planet, Russian bio-
geo-chemist Vladimir I. Vernadsky (1863 — 1945) developed the notion of the
noosphere. As the only cognitive species, mankind brings a unique and higher-
order development to the planet as a whole, driven by the introduction of
discovered principles, Vernadsky found.

In 1945 Vernadsky wrote: “There arises the problem of the reconstruction
of the biosphere in the interests of freely thinking humanity as a single totality. ..
. This new elemental geological process is taking place at a stormy time, in the
epoch of a destructive world war. he wrote: “There arises the problem of the
reconstruction of the biosphere in the interests of freely thinking humanity as a
single totality... This new elemental geological process is taking place at a stormy
time, in the epoch of a destructive world war®.

Vernadsky concluded: ,,But the important fact is that our democratic ideals
are in tune with the elemental geological processes, with the law of nature, and
with the noGsphere. Therefore, we may face the future with confidence. It is in
our hands. We will not let it go.”

Now, 81 years after the end of World War 11, the future is again in our hands.

* Pope Leo XIV referred to Cusa’s method ,,Coincidentia oppositorum® in October 2025, as
the necessary approach to unite humanity for peace.
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THE EUROPEAN UNION’S GEOPOLITICAL TURN
AND ITS IMPLICATIONS FOR THE
DEVELOPMENT OF EU-CHINA RELATIONS

Guichang Zhu', Tabiron Sirifo Adamon Rachid

Introduction

Since the end of the Second World War, the European project has undergone
a series of profound identity transformations. In its eatly decades, the European
Community was often characterized as a civilian power — an actor that relied on
economic instruments, trade, and development aid to project influence abroad,
deliberately eschewing military force (Duchéne, 1972). With the end of the Cold
War and the deepening of integration, the European Union redefined itself as a
normative power and an exporter of rules, norms, and values in a liberal
international order (Manners, 2002). For nearly two decades, this self-image
shaped the EU’ external action, from the European Neighbourhood Policy to
its role in climate diplomacy.

Since the late 2010s, however, this normative identity has been increasingly
challenged by systemic upheavals: the resurgence of great-power rivalry, the
weaponization of economic interdependence, the interruption of global supply
chains, and the conflicts between Ukraine and Russia. In response, the EU has
embarked on a rapid transformation towards a geopolitical power. This shift has
been articulated most forcefully by EU leaders. In November 2019, incoming
Commission President Ursula von der Leyen declared before the European
Parliament: ‘My Commission will be a geopolitical Commission’. Shortly
thereafter, the then High Representative Josep Borrell amplified this message,

! Full Professor and Vice-Dean, School of Political Science and Public Administration,
Shandong University, China, E-mail: guichang@sdu.edu.cn, ORCID: 0009-0000-1334-1355
2 PhD Candidate, School of Political Science and Public Administration, Shandong
University, China. E-mail: rachidsitifo@mail.sdu.edu.cn, ORCID: 0009-0006-9592-3802.
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arguing that ‘Burope must learn the language of power’ and later proclaiming
after the Russia and Ukraine conflicts that ‘this is the moment in which the
geopolitical Europe is being born’? The then European Council President
Charles Michel has likewise called for the EU to become a ‘geopolitical union’
capable of strategic autonomy. These declarations are not merely rhetorical; they
have been accompanied by an unprecedented integration of national security
imperatives into the core of the trade, economic and high technological policy,
the development of European defence industrial capacities, and, most recently,
the adoption of the Defence Readiness Roadmap 2030.

China stands at the centre of this transformation. Officially designated a
‘systemic rival’ in 2019, Beijing has become the main catalyst for securitization
of the European trade and economic policies (Comerma, 20206). Perceptions of
an imbalanced relationship have led the Union to build an unprecedented arsenal
of trade defence and offensive instruments. Yet today, this response is no longer
purely geoeconomic. It is increasingly accompanied by a strengthening of security
and defence capabilities, from the Strategic Compass to the European Defence
Industry Programme (EDIP) and the SAFE loan instrument, which for the first
time enables EU to borrow financing for joint defence procurement.

This article offers a critical examination of the EU’ geopolitical turn and its
implications for EU-China relations. Drawing on insights from critical geopolitics,
historical institutionalism, and international political economy, we advance three
central arguments. First, the EU’ geopolitical turn reflects a broader
transformation from a normative to a more security-oriented actor. Second, this
transformation is constrained by internal fragmentation and structural
contradictions. Third, the prioritization of relative security over absolute gains
risks entrapping both the EU and China in a lose-lose’ dynamic.

The article proceeds in three parts. First, we conceptualize the
‘geopoliticization’ of the EU, critically engaging with both celebratory and
sceptical accounts. Second, we detail the regulatory arsenal and economic security
tools developed to protect European sovereignty, including the most recent
efforts in strengthening defence capabilities and increasing its global
competitiveness, while also highlighting the costs and contradictions inherent in
this turn. Third, we examine the implications for EU-China relations, tracing the
transition from partnership to systemic rivalry and incorporating the spiral of

3 Buropean External Action Service (EEAS), ‘Europe in the Interregnum: Our Geopolitical
Awakening After Ukraine’, 24 March 2022.
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retaliation and green transition dilemmas. A brief conclusion reflects on the limits
of the geopolitical turn and the path forward.

I. Conceptualizing the geopoliticization of the European Union

The conceptualization of the European Union as a geopolitical actor has
undergone radical evolution over the last decade. Traditionally defined by its
‘normative power’, the EU is undergoing a metamorphosis that scholars desctibe
as ‘geopoliticization’. We define this concept, building on Meunier and Nicolaidis,
as the process of strategically rearming civilian policies — transforming legal
norms and trade instruments into tools of coercion, and increasingly militarising
EU industrial policy. As Andersson and Britz argue, this signifies a paradigm shift
from a ‘lacklustre’ power toward the construction of a tangible sovereign material
base through the European defence industrial base. In essence, geopoliticization
represents the organic integration of defence readiness into the Community’s
core competencies, establishing security as the ultimate prism through which
global interdependence is managed. As McNamara emphasises geopoliticization
is not merely a technical tool but ‘a moment of political authority' | building in
which the EU adopts behaviours typical of a state in the making’.

The EU’s geopolitical turn is articulated around three closely interconnected
pillars: strategic autonomy, power politics, and de-risking. Strategic autonomy
aims to reduce critical dependencies and strengthen the Union’s capacity to act
independently in an increasingly competitive international environment. Power
politics is reflected in the growing use of trade, regulatory, and industrial
instruments to protect European interests and respond to external challenges.
Finally, de-risking seeks to reduce vulnerabilities in strategic sectors while
preserving broader economic engagement with external partners. Together, these
pillars illustrate the EU’s transition from a primarily normative actor toward a
more security-oriented approach to international economic relations.

II. The Tools of geopoliticization: Regulatory Arsenal, Economic
Security, and Their Costs

The EU’ geopolitical turn is concretely manifested in the strategic
instrumentalization of its Single Market and the development of new legislative
tools designed to protect its economic sovereignty. Yet as Couvreur and
Veselinovi¢ argue, mainstream scholarship has tended to focus on the
effectiveness of these tools while neglecting their broader implications for power
disparities, social inequalities, and democratic accountability.
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1. The mechanisms of weaponized interdependence

The European Union now recognises that global networks are structured by
asymmetric ‘chokepoints’ susceptible to being transformed into levers of
coercion. According to Bandemer et al.,, the EU’ choice of de-risking tools is
dictated by the specific nature of the perceived threat. For intrusion threats (e.g,,
5G networks), the EU prioritizes normative responses, often constrained by
intergovernmental frameworks leading to soft law solutions like the ‘5G Toolbox’.
For exclusion threats (e.g,, semiconductors, critical minerals), the EU adopts a
more integrated supranational posture, exemplified by the European Chips Act.*

However, this framework obscures as much as it reveals. As Couvreur and
Veselinovi¢ note, the distinction between ‘economic’ and ‘security’ externalities
is increasingly blurred, and the EU’s self-presentation as a ‘civilian geoeconomic
actor’ — defensive, rule-abiding, and reluctant — serves to legitimize policies that
may have significant negative externalities for third countries. The EU’s Carbon
Border Adjustment Mechanism(CBAM), for instance, has been criticized as a
form of ‘green colonialism’ that will disproportionately affect vulnerable
communities in the Global South.

2. From regulation to intervention: state-building and business resistance

The emergence of ‘de-risking” in 2023 marks a historic turning point,
signaling the transition from a ‘regulatory state’ to a ‘strategic state’. Through
Important Projects of Common European Interest (IPCEI) and the European
Chips Act, the EU bypasses state aid restrictions to foster technological
champions. Yet as McNamara highlights, this politicization of markets increases
pressure on the Commission’s democratic legitimacy, as it involves discretionary
choices about which sectors or companies to support.

Moreover, the effectiveness of this geopolitical ‘state-building’ is constrained
by structural resistance from private actors. Dtur Mateo and Visart demonstrate
that Buropean firms whose value chains are integrated with China adopt
‘geopolitical hedging’ strategies — maintaining local investments in China while
displaying facade compliance with EU directives. This disconnect between the
geopolitical ambitions of the European central authority and the profitability
imperatives of transnational firms creates a fragmentation of economic authority,
ultimately limiting the EU’s capacity to project coherent geoeconomic power.

* 8. Bandemer et al., ‘Politics of De-risking: How the EU Confronts Vulnerabilities in Critical
Digital Infrastructures’, Journal of European Public Policy (2025).
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This resistance also carries systemic costs: if Huropean businesses continue to
deepen their ties with China while Brussels pursues de-risking, the result is not a
clean decoupling but a costly and unstable hybrid regime where neither security
nor efficiency is fully achieved — a classic lose-lose outcome.

3. The gegpoliticization arsenal and democratic deficits

The EU’ economic security doctrine includes the Anti|Coercion
Instrument (ACI), Foreign Subsidies Regulation (FSR), and strengthened FDI
screening, While formally ‘country-agnostic’, these tools are in practice targeted
at systemic rivals like China. Yet their democratic legitimacy remains questionable.
As Couvreur and Veselinovi¢ argue, the emphasis on output legitimacy — ‘getting
things done’ — has overshadowed concerns about input legitimacy (democratic
responsiveness) and throughput legitimacy (quality of governance procedures).
The increased and opaque reliance on private actors for knowledge about supply
chains creates risks of ‘dependence and capture’. This democratic deficit is not
merely a procedural issue; it risks eroding public support for the geopolitical turn,
feeding populist backlash, and ultimately undermining the very resilience the EU
seeks to build.

4. The security and defence arsenal: building a sovereign foundation
— and confronting its limits

The EU’s geopolitical turn increasingly includes a defence dimension. Recent
initiatives such as the Strategic Compass, ReArm Europe, the SAFE instrument,
the European Defence Industry Programme (EDIP), and the Defence Readiness
Roadmap 2030 reflect efforts to strengthen Europe’s strategic autonomy and
reduce long-term security dependencies. These initiatives demonstrate a growing
integration of economic, industrial, and defence policies within the broader
framework of European economic security.

At the same time, important constraints remain. Defence cooperation
continues to depend heavily on member-state preferences, budgetary
commitments, and political consensus. As a result, the development of a coherent
European defence capability remains a gradual and contested process.

For EU-China relations, these developments reinforce the broader
securitization of international economic relations. The strengthening of Europe’s
defence-industrial base and efforts to reduce strategic dependencies contribute
to a more cautious and security-oriented approach toward China, further blurring
the distinction between economic cooperation and geopolitical competition.
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III. Implications for EU-China Relations:
From Partner to Systemic Rival

The geopolitical turn has radically transformed the nature of Sino-European
dialogue, shifting the centre of gravity from economic cooperation towards the
strict management of systemic risks. This transformation is not limited to
diplomatic rhetoric; it manifests in a profound securitisation of trade and global
competition for influence.

1. From comprebensive engagement to strategic realism

Since establishing diplomatic relations in 1975, China and the EU have
experienced phases of openness, cooperation, and tension. The 2019 designation
of China as a ‘systemic rival’ — simultaneously a partner, competitor, and rival —
marked the end of the ‘change through trade’ paradigm. As Gaenssmantel explains,
Beijing’s ‘pro-Russian neutrality’ following the Ukraine invasion transformed trade
disputes into existential security concerns for European leaders (Gaenssmantel,
2023). China’s inability or reluctance to distance itself from Moscow made the
traditional separation between economic and geopolitical issues obsolete.

However, the shift toward strategic realism remains incomplete and contested.
While China is increasingly framed as a systemic rival in EU policy discourse,
significant economic interdependence continues to limit the scope of policy
reorientation.

2. The strategic pivot: institutionalising mistrust toward China

The designation of China as a systemic rival in 2019 marked a turning point
in EU policy. China is increasingly perceived not only as an economic partner
and competitor but also as a strategic challenge to European economic security.
This shift has facilitated the adoption of new trade and investment screening
instruments while strengthening calls for supply-chain resilience and technological
sovereignty. Nevertheless, significant differences among member states and the
continuing interests of European businesses in the Chinese market constrain the
emergence of a fully coherent EU approach.

3. The Indo-Pacific as the epicentre of systemic rivalry

The Indo-Pacific has become the main testing ground for the EU’
geopolitical reawakening. The Global Gateway project is explicitly framed as an
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alternative to China’s Belt and Road Initiative, offering a model based on
transparency and sustainability. Yet as Biba and Strating argue, there is a persistent
gap between the EU’s ambitions and the perceptions of regional actors. With
the exception of Japan, most decision-makers in the region doubt the Union’s
ability to project genuine ‘hard power’. European naval deployments risk being
perceived by China not as peacekeeping but as increasing militarization,
potentially escalating rather than containing tensions. This illustrates the broader
challenge facing the EU: how to expand its geopolitical role without further
intensifying strategic competition with China.

4. Towards offensive gegpolitics? Industrial policy, power projection,
and the green transition dilemma

Whilst the EU’s defensive shield is already well defined, the emergence of an
‘offensive’ dimension constitutes the true challenge of strategic autonomy. The
Letta report and the Global Gateway initiative aim to transform the EU into a
‘shaping power’ capable of competing with China’s industrial policy. Yet this
offensive ambition clashes with the reality of ‘accidental geopolitics™ while China
has a centralized vision and state capital, the EU depends on complex
coordination between its institutions and the private sector, resulting in hesitant
and fragmented power projection.

A fundamental contradiction exists between the EU’s climate ambitions and
its de-risking policy towards Beijing. The EU exhibits massive structural
dependence on China for technologies critical to decarbonization — photovoltaic
panels, electric vehicle batteries, and permanent magnets for wind turbines. As
the European Court of Auditors notes, any attempt at forced relocation risks
significantly increasing the cost of energy infrastructure, thereby delaying carbon
neutrality goals.” However, maintaining the status quo exposes the Union to the
weaponization of interdependence, as brutally illustrated by China’s 2023 export
restrictions on gallium and germanium. This dilemma is not merely technical but
political: as Couvreur and Veselinovi¢ argue, the trade-offs between economic
security and climate objectives have distributional consequences that
disproportionately affect vulnerable populations. The lose-lose outcome here is
clear: the EU either compromises its green transition (by decoupling from
Chinese clean tech) or compromises its economic security (by remaining
dependent on a systemic rival). Neither path offers a clean victory.

5 European Court of Auditors, ‘Special Report 04/2026: Critical Raw Materials for the Energy
Transition’, 2026.
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5. Systemic stagnation and the US factor

The international trade order is undergoing a profound transformation,
marking the decline of efficiency-driven globalization in favour of a hybrid
dynamic where state and firm jointly shape production networks according to
political imperatives. The EU is forced to adopt interventionist practices to avoid
industrial marginalization, yet this shift towards assertiveness transforms the very
nature of European power. The impasse lies in the EU’s difficulty in maintaining
real strategic autonomy whilst facing growing pressure to ‘choose sides’. For
Beijing, European autonomy is perceived as a qualitative lever to avoid a ‘new
Cold War’ and total EU alignment with US confrontation. Yet this position of
strategic ambiguity is becoming increasingly untenable, particularly under a second
Trump presidency that challenges the foundations of the transatlantic alliance.
The risk of systemic fragmentation is therefore twofold: on the one hand, a total
rupture in Sino-US relations would force Europe into a costly alignment with
the United States; on the other hand, the pursuit of security through de-risking
transforms interdependence, once a guarantee of peace, into a constant source
of friction. The EU is attempting to navigate a hybrid dynamic in which the
failure of mediation could lead to an irreversible detetioration of global prosperity
— a classic lose-lose scenatio.

Conclusion

The evolution of EU-China relations marks a definitive transition from
economic opportunism to systemic competition, where national security now
takes precedence over trade fluidity. By using China as a discursive ‘catalyst’, the
EU has built a robust trade defence arsenal, reshaping its identity from a
‘normative power’ into a more assertive ‘geo-economic power’. Yet as this article
has argued, the EU’s geopolitical turn is less novel and less coherent than its
advocates claim.

The analysis has shown that the EU’s geopolitical turn is driven by growing
concerns over economic security, strategic autonomy, and resilience, but also
constrained by internal fragmentation and competing policy priorities. The most
recent defence milestones — the Strategic Compass, ReArm Europe/SAFE,
EDIP, and the Defence Readiness Roadmap 2030 — represent an unprecedented
securitization of the European project. Yet they also expose the lose-lose logic
that runs through the entire geopolitical turn.

The future of Sino-European relations will depend on whether the EU can
transform its defensive ‘shield’ into a genuine capacity for cooperative influence
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— one that avoids protectionist mimicry and the weaponization of
interdependence. Without such a shift, the pursuit of relative security will
continue to drive a lose-lose dynamic, undermining global systemic stability and
the long-term interests of both parties. The challenge for the coming decade is
not merely to become more geopolitical, but to develop a geopolitics that is
historically self-aware, democratically accountable, and genuinely committed to
multilateral cooperation rather than zero-sum competition — a challenge that the
EU’s new defence roadmap, for all its ambition, has only begun to confront.
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ARTIFICIAL INTELLIGENCE AS ANEW FACTOR
OF POWER IN INTERNATIONAL RELATIONS:
THE UNITED STATES — CHINA CASE STUDY"

Dejan Vnleti¢

Contemporary international relations are undergoing rapid transformation
driven by technological advancement, with artificial intelligence occupying a
particularly prominent role as one of the key drivers of change. In an era of
digitalization and global interconnectedness, the capacity to develop and apply
advanced technologies has become as important as traditional sources of power.
From a theoretical perspective, this shift can be understood as an expansion of
the concept of power beyond material capabilities toward technological and
informational resources, thus reinforcing the relevance of structural and relational
dimensions of power in international relations.

The rapid advancement of artificial intelligence has introduced profound
changes in the structure and dynamics of international relations. Traditionally,
power in the international system has been understood through military
capabilities, economic strength, and political influence. However, the emergence
of Al as a strategic resource has significantly expanded this framework,
positioning technological capacity as a central determinant of global power
distribution. In this sense, Al is not merely an additional instrument of power,
but a transformative factor that reshapes the very nature of power itself.

Al represents a unique form of power due to its dual-use nature, scalability,
and capacity to transform multiple sectors simultaneously. In the military domain,
Al enhances intelligence, surveillance, and reconnaissance capabilities, enabling
faster and more precise decision-making processes. The integration of machine
learning into command and control systems improves situational awareness and
operational effectiveness, while autonomous systems and predictive analytics
increasingly shape the character of contemporary warfare. At the same time, Al

! This article is the result of the work on the project “Changes in the Strategic Environment
of the Republic of Serbia — Trends and Implications Relevant to National Security and
Defense” of the Strategic Research Institute (ISI/DH/2/26-28).
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strengthens cyber capabilities, allowing states to conduct both offensive and
defensive operations with unprecedented precision and adaptability.

Economically, Al has become a key driver of innovation, productivity, and
global competitiveness. States that dominate Al development benefit from
technological leadership and increased influence over global value chains. The
ability to collect, process, and exploit large volumes of data has emerged as a
critical source of economic advantage, creating a feedback loop in which
economic strength further accelerates technological progress. As a result, Al is
increasingly embedded in national development strategies and industrial policies,
reinforcing its role as a central element of long-term geopolitical competition.

The competition between the United States and China clearly illustrates the
central role of Al in contemporary power politics. The United States maintains
a significant advantage in innovation ecosystems, research institutions, and leading
technology companies, particularly through the role of private sector actors in
driving technological progress. Its model emphasizes openness, global integration,
and market-driven innovation. In contrast, China has adopted a state-centric
approach, combining strategic planning, large-scale investments, and regulatory
control. Through initiatives such as the “Next Generation Artificial Intelligence
Development Plan,” China seeks to achieve global leadership in Al, relying on
extensive data access and the integration of civilian and military sectors. This
technological rivalry is also reflected in critical domains such as semiconductor
production, data governance, and military applications of artificial intelligence.

A key concept emerging from this competition is digital sovereignty. States
increasingly seek to control technological infrastructure, data flows, and digital
ecosystems in order to protect national security and political autonomy. This
process contributes to the fragmentation of the global digital space, often
described as the “splinternet,” characterized by competing technological standards
and governance models. The United States and China thus represent two distinct
visions of digital order: one based on openness and liberal market principles, and
the other on centralized control and state authority.

In addition to states, technology corporations have emerged as influential
actors in international relations. Their control over data, platforms, and algorithms
provides them with a form of structural power that can, in certain aspects, rival
that of states. These corporations shape global communication, economic
processes, and even political outcomes, often operating beyond traditional
regulatory frameworks. Consequently, the interaction between states and
technology companies has become a critical dimension of power in the
contemporary international system.
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The rise of Al also presents significant challenges for global governance.
Existing international institutions and legal frameworks remain insufficiently
adapted to regulate the development and use of advanced technologies. Issues
such as autonomous weapons systems, algorithmic bias, data protection, and
cyber security require new forms of international cooperation. However,
geopolitical tensions, particularly between the United States and China, limit the
prospects for comprehensive regulatory solutions and contribute to increasing
fragmentation of global governance mechanisms.

Furthermore, the uneven distribution of Al capabilities contributes to a
widening gap between technologically advanced and less developed states. Countries
lacking sufficient technological infrastructure and expertise risk becoming
dependent on external providers of Al technologies, thereby reducing their strategic
autonomy. In this context, Al not only redistributes power among major actors but
also deepens structural inequalities within the international system.

In conclusion, artificial intelligence has emerged as a transformative factor
of power in international relations, fundamentally reshaping both the instruments
and the structure of global politics. The case of US.-China competition
demonstrates that Al is becoming a central axis of strategic rivalry, economic
competition, and competing governance models. As technological development
accelerates, Al will not only intensify competition among states but also define
the rules and hierarchies of the emerging international order, confirming its role
as one of the most significant determinants of power in the 21st century.
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NAVIGATING EU CONDITIONALITY
AND CHINA PRAGMATISM: MACEDONIA’S PATH
IN A MULTIPOLAR WORLD

Toni Milesk:

Introduction

North Macedonia, a landlocked country of approximately two million
inhabitants, offers an instructive case study in navigating multipolarity. Since its
peaceful secession from Yugoslavia in 1991, the country has pursued Euro-Atlantic
integration as its primary strategic vector, concluding a Stabilisation and Association
Agreement (SAA) with the EU in 2001 and receiving candidate status in 2005.

Two decades of deferral have exposed deep structural fragilities in EU
conditionality. Greece’s veto over the constitutional name dispute (2008-2019)
and Bulgaria’s subsequent obstruction over historical and linguistic identity
created what this paper terms a ,,conditionality credibility gap”. The 2019 Prespa
Agreement resolved the Greek dimension and facilitated NATO accession in
March 2020, but Bulgaria’s conditions - requiring constitutional amendments,
and in same time accepting contested historical narratives, clearly introduced
identity conditionality unprecedented in prior enlargements.

It is within this context that Macedonia’s foreign policy evolved toward a
,.three-pillar” framework encompassing the EU, the United States, and pragmatic
engagement with the People’s Republic of China. The central argument is that
this evolution represents not a repudiation of Euro-Atlantic commitment but a
rational structural response where a small state is leveraging external alternatives
to influence its primary partner.

Theoretical Framework

Classical realist perspectives, based on Waltz’s structural theory, tend to
undervalue small states’ strategic choices, viewing them primarily as objects of
great-power conflict rather than deliberate actors capable of capitalising on

! Full Professor, Ss. Cyril and Methodius University in Skopje — Faculty of Philosophy,
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systemic opportunities. More recent research, particularly from the Copenhagen
School and the constructivist tradition, has highlighted small states’ abilities to
use norms, institutions, and identity politics to maximise their impact while
decreasing vulnerability.

Macedonia’s trajectory aligns with Thorhallsson and Wivel’s ,,shelter theory”
where small states seek shelter in international institutions and alliances for
survival and prosperity - while in a multipolar context, competing shelters now
compel more intricate choices.” To capture this complexity, the paper draws
selectively on two additional concepts originally developed for larger states. Goh’s’
,omni-enmeshment,” while formulated for Southeast Asian middle powers
navigating US-China hierarchy, offers analytical utility here insofar as Macedonia
faces a structurally analogous dilemma: how to remain embedded in a dominant
patron’s order (the EU/NATO framework) while cultivating sufficient ties with
a rising power to avoid strategic irrelevance. Similarly, Koga’s ,,middle-power
hedging”, the deliberate cultivation of interdependence across multiple power
centres as insurance against ovet-reliance on any single patron.* This is applied
here not to claim that Macedonia is a middle power, but to adapt the hedging
logic to a small-state context where the stakes, if anything, are higher and the
margins for error narrower.

The EU Conditionality Framework: Promise and Pathology

The 1993 Copenhagen Criteria and the ,,external incentives model” create
the EU’ enlargement conditionality, which states that candidate states must
undertake EU reforms in order to have a genuine membership chance. However,
in North Macedonia, both the magnitude of membership rewards and the
credibility of the EU’ promises have eroded due to ,,enlargement fatigue” and
member states’ political manipulation of conditionality, resulting in lower public
support for EU membership among Western Balkan populations. The 2024 New
Growth Plan for the Western Balkans, a €6 billion project focusing on
infrastructure investments with reform verification conditions, provides

2 Baldur Thorhallsson, ed., Small States and Shelter Theory: Iceland’s External Affairs
(Abingdon: Routledge, 2018).

3 Evelyn Goh, “Great Powers and Hierarchical Order in Southeast Asia: Analyzing Regional
Secutity Strategies,” International Security 32, no. 3 (2007,/2008): 113-157.

* Kei Koga, ,, The Concept of ‘Hedging” Revisited: The Case of Japan’s Foreign Policy Strategy
in East Asia’s Power Shift,” International Studies Review 20, no. 4 (2018): 633—660.
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significant support, but it cannot replace serious political commitments to
membership.

China’s Engagement with North Macedonia

Macedonia’s corporate participation in the BRI has been less than Serbia’s,
but it is nevertheless strategically crucial. The Miladinovci-Stip and Ki¢evo-Ohrid
highway projects, supported by a €580 million loan from China’s Export-Import
Bank and constructed by Sinohydro, brought quick infrastructure development
but raised concerns about cost control and debt sustainability. Critics use ,,debt-
trap diplomacy” as a cautionary frame. However, the empirical literature is
becoming sceptical of severe interpretations of this theory. Chinese engagement
has geopolitical relevance due to its demonstrative effect. When Skopje accepts
Chinese suggestions, it sends a message to Brussels of strategic flexibility,
indicating that Macedonia’s patience with EU conditionality has limitations.
China’s relationship with Macedonia is purely economic and, unlike Serbia, has
no substantial political implications for EU entry.

The , Three-Pillar” Policy

The three-pillar structure includes EU integration as the primary long-term
strategic goal, strategic partnership with the United States, and pragmatic growth
of commercial and diplomatic connections with other actors, notably China. Its
intellectual genealogy comes from accumulated frustration with EU
conditionality, as well as the examples of Serbia and Greece (which combine a
strong EU/NATO orientation with Chinese investments, such as the port of
Piracus), Hungary’s multi-vector postures, intensifying US-China strategic
competition, and the domestic political imperative of demonstrating strategic
agency to an impatient public.

The structure includes inherent tensions. The EU normative conditionality
is structurally incompatible with China’s transactional model. The American
security pillar increasingly views China’s economic presence as strategic
competition. For instance, Washington’s demand to remove Huawei from critical
infrastructure has limited Macedonia’s options for engaging with Beijing, Prime
Minister Mickoski’s attendance at the 2025 CPAC (Conservative Political Action
Conference), where he declared Macedonia ,,fully aligned and supporting
President Trump’s politics” while warning about Chinese financial pressure in
the Balkans, suggests that the multi-vector trajectory faces structural constraints
imposed by NATO membership and ideological orientation. As a result, the
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three-pillar framework may serve as more of a rhetorical architecture than an
operational policy.

The distinction between rhetorical architecture and operational policy is not
merely semantic; it carries substantive analytical weight. A genuine multi-vector
strategy requires the capacity to credibly threaten reorientation: Brussels must
believe Skopje could deepen its Chinese ties, and Beijing must believe Macedonia’s
Euro-Atlantic anchor is firm enough to make partnership worthwhile. Yet
Macedonia’s structural position undermines both signals simultaneously. NATO
membership and the ideological alignment demonstrated by Prime Minister
Mickoski’s 2025 CPAC appearance effectively cap the ceiling of Chinese
engagement, rendering the China pillar more decorative than load-bearing,
Meanwhile, the absence of credible exit options from the EU track, given that
accession remains the dominant public preference and the economy is deeply
orientated toward European markets, limits the coercive leverage the three-pillar
framing is meant to generate. What results is a form of strategic signalling without
strategic substance: the framework communicates frustration and impatience to
Brussels, but it does not fundamentally alter the cost-benefit calculus on either
side. In this sense, the three-pillar policy may be better understood as a form of
managed dependency or an attempt to renegotiate the terms of an asymmetric
relationship through the language of diversification, without the material capacity
to diversify in ways that would genuinely change the relationship’s structure.

The Geopolitical Vacuum and EU-China Dynamics

Failure to maintain credible accession momentum gives a structural
opportunity for other states to enhance their influence in the Western Balkans.
For N. Macedonia, this vacuum becomes worse by Bulgarian conditions that far
exceed the rule-of-law benchmarks initially intended by the Copenhagen
Framework. Under existing paths, there is no realistic chance for accession before
2030. The EU-China relationship has become more complex, with bilateral trade
reaching €732 billion in 2024°. However, the EU considers China a structural
rival due to market access asymmetries and divergent industrial policies. Aligning
with EU standards while allowing for Chinese involvement can provide short-
term infrastructural benefits without compromising long-term regulatory
alignment. However, Chinese investments cannot replace EU integration, but

> Trade and Economic Security. “EU Trade Relations with China,” April 1, 2026.
https://policy.trade.ec.europa.cu/ eu-trade-relationships-country-and-region/ countries-and-
regions/china_en.
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they can be useful in achieving normative goals, especially in the area of
infrastructure, green technologies, education among other sectors.

Conclusion

Macedonia’s hedging strategy is a rational adaptation to a structural
environment in which the exclusive Euro-Atlantic model no longer delivers
benefits commensurate with the costs of exclusive commitment. Yet a genuine
multi-vector strategy requires credibility across all three pillars; when one is
declared paramount and another is publicly dismissed, the strategic optionality
on which the framework’s leverage depends is compromised.

The implications extend beyond the Macedonian case. The enlargement
process remains the EU’s most powerful instrument for promoting democratic
consolidation and geopolitical stabilisation in Southeastern Europe. Its continued
erosion entails costs that extend to the structural underpinnings of the European
security order, including credibility deficits, bilateral instrumentalisation, and
institutional stagnation. Macedonia’s trajectory stands as both a warning of what
prolonged conditionality without credible reward produces and an opportunity
to demonstrate that small states in multipolarity still have meaningful influence
in shaping their strategic futures.
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INTERNATIONAL ORGANIZATION FOR
MEDIATION (IOMED): CHINA’S INSTITUTIONAL
STATECRAFT AND PARALLEL INSTITUTION-
BUILDING IN GLOBAL GOVERNANCE'

Dragan Trailovié

Introduction

The post—Cold War international order, shaped around the institutionalized
dominance of Western-led multilateral frameworks, is facing increasingly
pronounced structural pressures due to the rise of new powers. The
contemporary international order is undergoing a crisis of global governance,
which stems from simultaneous structural changes in the distribution of power
but also from the weakening of common rules and norms. Increasingly complex
global challenges, combined with the limited capacity of existing institutions to
respond effectively, have led to a decline in trust in mechanisms of international
cooperation. This crisis became particularly visible after the 2008 financial crisis,
as well as in the context of contemporary geopolitical conflicts.

The transition from a system in which the United States held a dominant role
toward a more multipolar configuration, alongside the rise of new actors such as
China, has called into question existing institutional arrangements. Diverging
interests among major powers increasingly hinder the achievement of consensus,
leading to a weakening of the effectiveness of current international organizations,
including the United Nations. In addition, global governance is burdened by
significant inequalities, as developing countries often have limited influence in
rule-making, Generally speaking, the architecture of global governance is
undergoing a period of significant reconfiguration.

In such circumstances, there has been an expansion of what Faude and
Karlsrud define as “low-cost” institutions, such as numerous informal
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intergovernmental organizations (G20, BRICS, AUKUS, and others), which
enable states and other actors to act quickly and achieve goals that formal
organizations cannot fulfil. In this sense, there are views according to which these
“low-cost” institutions represent a necessary update of the global governance
system, where a “post-American” order is gradually being created—one that
takes into account other powers such as China, for example, thereby achieving
greater inclusiveness, where non-Western powers and non-state actors have a
voice (Faude & Karlsrud 2025, 114-115; 117-123). Although the existence of
these mechanisms partially alleviates functional gaps in international cooperation,
it simultaneously indicates a decline in the fundamental ambition of global
governance as a universal and binding order. Instead of a unified system of rules,
there is an increasingly pronounced fragmentation of the international
institutional architecture, with the parallel existence of different, sometimes
competing, norms and governance mechanisms (Stephen 2025, 153—154).

Within this broader transformation, China has emerged as a particularly
significant actor, one that has moved beyond passive participation in existing
international institutions and turned toward the active construction of new ones.
What has changed in the era of Xi Jinping is not only ambition, but also capacity,
as China today possesses the material and institutional resources to move from
articulating an alternative vision of the global order to its practical
institutionalization.

A persistent debate in the international relations literature concerns the
fundamental character of China’s engagement with the international order.
One strand of scholarship portrays China as essentially a status quo power,
one that has benefited enormously from the existing liberal international order
and therefore has strong incentives to preserve it. From this perspective, China’s
growing multilateral engagement reflects a process of socialization into
established norms and institutions rather than a challenge to them. A
competing strand, however, characterizes China as an increasingly revisionist
power, one that seeks to reshape the international order in line with its own
values and interests, potentially challenging or undermining elements of the
rules-based system.

Neither characterization, however, captures the full complexity of China’s
actual behaviour. China has not sought to exit or openly dismantle existing
international institutions. It remains an active participant in the United Nations
system, the World Trade Organization, and a wide range of multilateral
frameworks. At the same time, it has demonstrated a clear willingness to challenge
specific rules, norms, and decisions that it regards as contrary to its interests. The
most visible expression of this was its outright rejection of the Permanent Court
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of Arbitration ruling in the South China Sea case. What emerges from this pattern
is not the behaviour of a power committed either to preserving or to overturning
the existing order in its entirety, but rather a selective and pragmatic strategy that
combines engagement, reform, and the construction of alternatives.

It is against this backdrop that China increasingly applies a sophisticated
combination of institutional engagement within existing regimes and the selective
construction of parallel institutions, an approach that the international relations
literature variously labels “contested multilateralism” (Morse & Keohane 2014),
“opportunistic multilateralism,” (Kastner, Pearson, & Rector 2020), “institutional
balancing” (He 2008), and “institutional statecraft” (Ikenberry & Lim 2017).

From the Asian Infrastructure Investment Bank (AIIB), through the Shanghai
Cooperation Organisation (SCO), to the Belt and Road Initiative (BRI), Beijing
is implementing a strategy of building parallel institutions that simultaneously
complement and gradually reshape the existing order. In the Chinese context,
institutional statecraft encompasses Beijing’s growing capacity and willingness to
act not only as a rule-taker within existing institutions, but as a rule-maker through
the construction of new ones. This shift reflects a broader evolution in Chinese
foreign policy from a posture of cautious engagement to one of confident
institutional entrepreneurship. China, as a “dissatisfied state”, increasingly pursues
its objectives by creating alternative institutional venues rather than by openly
challenging or exiting existing ones. This strategy allows China to expand its
normative and procedural influence while maintaining a posture of multilateral
legitimacy. Parallelism does not imply replacement; new institutions may replicate,
complement, or incrementally contest existing arrangements without seeking to
dismantle them.

From Rule-Taker to Co-Creator:
China’s Shifting Role in Global Governance

At the beginning of the 21st century, parallel to its accelerated economic rise,
China, as already noted, evolved from a relatively restrained participant into an
increasingly active and influential actor within existing global governance
structures. This transformation intensified particulatly after the global financial
crisis of 2008, when Beijing began to act more proactively within key institutions
such as the United Nations, the G20, and leading international financial
organizations. The increase in China’s share in decision-making, as well as the
presence of its representatives in significant positions within international
organizations, has been accompanied by growing financial and operational
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contributions, such as its expanding role in UN peacekeeping missions and
stronger engagement in global economic coordination.

China has sought to reform existing institutional frameworks, primarily the IMF
and the World Bank, in order for them to more adequately reflect changes in the
global economic structure and the growing importance of emerging economies.
However, its approach remains selective. Beijing supports existing arrangements
when they are compatible with its developmental and strategic interests, while in
other areas it shows reservation or initiates alternative mechanisms.

It is precisely in this context that China’s role in establishing new multilateral
formats and initiatives should be understood, such as the Shanghai Cooperation
Organisation, the Asian Infrastructure Investment Bank, and above all the Belt
and Road Initiative. These mechanisms are not exclusively instruments of
economic expansion, but also platforms for articulating a specific vision of global
governance. The Belt and Road Initiative, as the central element of this strategy,
through the development of infrastructure and economic connectivity among a
large number of states, simultaneously introduces new models of cooperation
and financing that differ in part from liberal patterns, particularly in terms of the
role of the state, conditionality, and the understanding of sovereignty.

In addition to the economic dimension, in recent years China has also
formulated a broader normative framework through initiatives such as the Global
Development Initiative, the Global Security Initiative, and the Global Civilization
Initiative. What they share is the affirmation of the principles of sovereign
equality, non-interference, and pluralism of development paths, indicating an
effort to offer an alternative concept of global governance. In this way, China is
gradually moving from the position of a “participant” to that of a “co-creator”
of rules, not by dismantling the existing order, but by transforming it from within
and simultaneously building complementary institutional frameworks.

In a broader sense, China’s approach to global governance is based on the
integration of multiple dimensions—economic, security, technological, and
normative. Beijing promotes multipolarity and inclusive multilateralism and
opposes, as it claims, exclusive and bloc-based structures. At the same time, it
strengthens its position in the Global South, combining economic cooperation
with the construction of political and discursive influence. Particularly significant
is the effort to shape global standards in the digital and technological sphere,
indicating the expansion of ambitions beyond traditional economic domains.

Although China formally supports existing institutions and accepts a
significant portion of their rules, it simultaneously points to the limitations of
the current order, particularly regarding Western dominance and the application
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of double standards. Its strategy of action can be understood as two-layered: at
the systemic level, through the promotion of the concept of a “community of
shared future for mankind,” it seeks to shape a new normative framework based
on cooperation and mutual benefit; at the functional level, in specific areas of
global governance, it combines integration into existing regimes with efforts to
gradually adapt them to its own interests and values (Yang, 2022).

In practice, the spectrum of Chinese strategies ranges from active
participation and action within existing institutions, through efforts to redistribute
influence within them or slow the evolution of norms perceived as unfavourable,
to acting outside existing frameworks. A particularly significant form of action
is the establishment of new institutions, through which China not only expands
the space for cooperation, but also builds alternative mechanisms of influence.

The International Organization for Mediation:
Origins, Design, and Normative Architecture

The idea of an international mediation body led by China dates back to
around 2021, when China mediated the Grand Ethiopian Renaissance Dam
(GERD) dispute among Ethiopia, Sudan and Egypt. Drawing on its role in that
African dispute, Beijing first floated IOMed in late 2022. A “Joint Statement on
the Future Establishment of the International Organization for Mediation” was
signed by 19 countries in 2022.

The Convention on the Establishment of the International Organization for
Mediation (International Organization for Mediation n.d.) was signed on May
30, 2025, in Hong Kong SAR, China, by 33 founding states, with China acting as
the primary initiator alongside 18 co-sponsoring countries (Li & Shi, 2025, 2218).
The organization became operational on August 29, 2025, following ratification
by three states — China, Nicaragua, and Venezuela — making it the first
permanent intergovernmental organization devoted exclusively to mediation
(Kolarz & Przychodniak, 2025).

At the level of mandate, IOMed occupies a space that existing international
institutions have not fully addressed. While the United Nations provides a range
of dispute resolution mechanisms, mediation as a distinct and formalized practice
has remained relatively underdeveloped within the multilateral system. At the
ceremony marking its establishment, Chinese Foreign Minister Wang Y1 explicitly
described IOMed as filling a long-standing institutional gap in international
dispute resolution (Kolarz & Przychodniak, 2025). By addressing this gap, China
positions itself as a governance entrepreneur responding to a genuine need within
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the international community. At the same time, the selection of mediation as the
organizational focus is consistent with China’s longstanding preference for state-
centric, consent-based approaches to conflict resolution. This preference is
directly informed by China’s dissatisfaction with the ruling of the Permanent
Court of Arbitration in the South China Sea case, which was issued despite
Beijing’s objections to the tribunal’s jurisdiction (Kolarz & Przychodniak, 2025).

The normative foundations of IOMed are not merely technical or procedural
in character. They draw explicitly on a deeply rooted Chinese tradition of dispute
resolution that privileges harmony, dialogue, and consensus over adversarial
adjudication. This orientation, traceable through Confucian, Mohist, Daoist, and
Legalist thought, converges on the value of social stability and the preservation
of relationships as paramount goods in governance. Confucius’ ideal of a society
with no litigation elevated the avoidance of conflict itself into a central goal of
political order, an aspiration that continues to inform contemporary Chinese
approaches to dispute resolution (Li & Shi, 2025, 2221).

This cultural heritage finds its modern expression in what Chinese
practitioners and officials describe as ,,Chinese-style mediation.” Broadly defined,
it emphasizes dialogue, consensus-building, and the prioritization of harmony
over adversarial confrontation. Its core principles include voluntary participation,
flexibility in procedural design, attention to both legal and socio-political
considerations, and the protection of the overall relationship between disputing
parties (Li & Shi, 2025, 2219). Unlike Western-style mediation, which tends to
focus on legal rights and binding outcomes, Chinese-style mediation seeks
solutions that balance interests, preserve long-term cooperation, and integrate
moral, cultural, and political dimensions. This normative dimension is significant
for several reasons. International mediation has traditionally been shaped by
Western-led institutions and liberal assumptions about conflict resolution,
transparency, and the role of civil society. By creating IOMed, China introduces
an alternative institutional framework that reflects a different set of priorities,
including state sovereignty, non-interference, and consent-based procedures.

China’s prior experience in international mediation provided the empirical
basis for this institutional ambition. Before the establishment of IOMed, Beijing
had already demonstrated a proactive role in conflict management across a range
of cases, from facilitating the resumption of diplomatic ties between Saudi Arabia
and Iran to engaging in the dispute among Egypt, Ethiopia, and Sudan over the
Grand Ethiopian Renaissance Dam (Li & Shi, 2025, 2220; Kolarz &
Przychodniak, 2025). These engagements were guided by the principles of
Chinese-style mediation and served to establish China’s credentials as a



Squaring the Circle: The New Global Dynamics 131

responsible mediating power, credentials that lend IOMed a degree of legitimacy
grounded in demonstrated practice rather than mere institutional design.

The procedural principles embedded in the IOMed Convention translate
these normative commitments into binding institutional rules. IOMed mediation
operates on the principles of voluntary participation, impartiality, independence,
good faith, efficiency, cost-effectiveness, and confidentiality, and the organization
will only settle disputes jointly submitted to it by the parties in conflict (Kolarz
& Przychodniak, 2025). This consent-based architecture is central to
understanding IOMed’s normative character. Article 2 of the Convention
deliberately follows the UNCITRAL Model Law, restricting the mediator’s
authority and affirming that mediators have no power to impose outcomes on
the parties (Li & Shi, 2025, 2222). The mediator’s role is thus defined not as an
interventionist decision-maker but as a facilitator of dialogue — a formulation
that reflects both a commitment to state sovereignty and a deliberate distance
from the compulsory jurisdiction models that characterize institutions such as
the International Court of Justice and the Permanent Court of Arbitration.

The Convention’s approach to the termination of mediation proceedings
further illustrates this logic. Under most existing frameworks, mediators are
empowered to formally declare that a dispute cannot be resolved and terminate
proceedings accordingly. The IOMed Convention removes this ground for
termination in the context of interstate disputes, reflecting an awareness that a
formal declaration of failed mediation could carry significant political costs for
the parties involved. In such cases, the preferred solution is to replace the
mediator rather than close the process, preserving political space for continued
dialogue (Li & Shi, 2025, 2222). This procedural choice is analytically significant:
it prioritizes the continuation of engagement over procedural finality, an approach
consistent with the Chinese cultural preference for sustained dialogue and
relationship preservation over adversarial closure.

The scope of cases under the Convention is equally revealing. IOMed covers
three broad categories: disputes between states, disputes between a state and a
national of another state in commercial ot investment matters, and international
commercial disputes between private parties (Li & Shi, 2025, 2223). Crucially, the
Convention avoids the term ,,jurisdiction,” opting instead for ,,scope of cases”
— a deliberate terminological choice that underscores the voluntary and non-
adjudicative nature of mediation and distinguishes IOMed from compulsory
bodies such as the ICJ or ICSID (Li & Shi, 2025, 223).

The Governing Council, composed of representatives from each member
state, is mandated to adopt mediation rules drawing on existing approaches
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including those of the International Centre for Settlement of Investment
Disputes (ICSID) and the United Nations Commission on International Trade
Law (UNCITRAL), but within a framework that reflects IOMed’s distinctive
consent-based philosophy (Kolarz & Przychodniak, 2025). IOMed will not
formally replace existing courts, but it aims to complement current international
judicial and arbitral dispute settlement systems. Unlike traditional mediation actors
or binding arbitration institutions, IOMed is designed as a formal legal
organization staffed by international law professionals and modelled on existing
frameworks such as UNCITRAL, ICSID, and UN mediation rules, yet it
deliberately excludes enforcement mechanisms and prioritizes consent-based
outcomes. Its scope explicitly focuses on interstate disputes and cross-border
economic issues, while avoiding armed conflicts, civil wars, and internal state
disputes, reflecting both China’s sensitivity to sovereignty and the lessons drawn
from the South China Sea arbitration case, which reinforced its preference for
non-binding dispute settlement. Internal armed conflicts are not explicitly
excluded from its scope, but IOMed will not focus on domestic insurgencies or
purely internal issues.

The Convention’s scope excludes neither armed conflicts nor civil wars in
explicit terms, but IOMed’s mandate is oriented toward interstate disputes and
cross-border commercial matters. China’s institutional design choice —
deliberately omitting enforcement mechanisms and restricting to consent-based
proceedings — makes IOMed structurally unsuited to armed conflicts, where
one or both parties typically lack incentive to participate voluntarily. The
organization’s practical scope thus reflects both legal design and political reality:
it will function primarily in the domain of state-to-state and commercial disputes,
while armed conflicts and internal matters will fall outside its operational reach
by both design and likely practice.

China has identified a genuine gap in the international institutional landscape,
constructed an organization to address it, and done so in a way that embeds its
own normative preferences, rooted in a distinct cultural and political tradition,
into the foundational architecture of the new body. The result is an institution
that can credibly claim multilateral legitimacy while simultaneously serving as a
vehicle for Chinese influence in the domain of international dispute resolution.

Chinese official discourse on IOMed strongly emphasizes the need to
enhance the representation of developing countries in international legal
mechanisms, which are often described as insufficiently “proportional and fair.”
IOMed is presented as an instrument for improving balance within the global
legal system and strengthening the role of the Global South in the resolution of
international disputes (Li 2025).
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Conclusion

The International Organization for Mediation is more than a technical
addition to the existing architecture of international dispute resolution. It is a
carefully constructed institutional expression of China’s evolving approach to
global governance, one that merits serious scholarly and policy attention. Taken
together, the evidence examined in this paper points to a coherent and deliberate
strategy in which IOMed serves multiple, mutually reinforcing functions
simultaneously.

At the most immediate level, IOMed represents an act of institutional
statecraft. China has identified a genuine gap in the multilateral system, mobilized
a coalition of states around a shared institutional initiative, and embedded its own
normative preferences into the foundational design of the new body. The
procedural architecture of the Convention, the cultural traditions it draws upon,
the terminological choices it makes, and the location it has selected for its
headquarters are not incidental features. They are the building blocks of an
institution designed to advance a particular vision of how international disputes
should be managed and on whose terms.

At a broader level, IOMed fits within a wider pattern of Chinese parallel
institution-building that has been unfolding across multiple policy domains over
the past two decades. Alongside the SCO, the AIIB, and the BRI, IOMed extends
Beijing’s institutional footprint into yet another domain of global governance —
international dispute resolution — that has historically been shaped by Western-
led frameworks and liberal assumptions. Each of these initiatives operates
alongside, rather than in direct opposition to, existing structures. Collectively,
however, they constitute a cumulative reconfiguration of the institutional
landscape, expanding the range of available venues and gradually shifting the
normative centre of gravity in global governance.

This strategy must also be understood as a normative response to the
perceived crisis of the rules-based international order. China has long expressed
dissatisfaction with multilateral institutions it regards as dominated by Western
states and biased toward Western interests. The South China Sea arbitration
ruling, issued against Beijing’s explicit objections, stands as a defining episode in
this regard. IOMed can be read, at least in part, as a structural answer to this
experience — an attempt to create an institutional environment in which the
terms of dispute resolution are not determined unilaterally by established powers
but are open to contestation and redefinition. The consent-based, non-binding,
sovereignty-protective character of IOMed is not merely a procedural choice. It
is a normative statement about what legitimate dispute resolution should look
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like. IOMed’s Convention reflects these principles: it guarantees consent-based
jurisdiction (no case can proceed unless all parties agree) and produces only
recommendations rather than enforceable judgments.

Finally, IOMed reflects China’s broader ambition to position itself as a
responsible stakeholder and reform-minded actor in global governance. By
framing the organization as a provider of global public goods, rooted in a distinct
cultural tradition of harmony and dialogue, Beijing projects an image of
constructive multilateralism. Whether this framing is accepted at face value or
viewed with scepticism will depend largely on how IOMed develops in practice,
which states choose to engage with it, and what kinds of disputes it is ultimately
called upon to resolve. What is already clear, however, is that its establishment
marks a consequential moment in the ongoing transformation of global
governance, one in which the rules, norms, and institutions that govern
international life are no longer the exclusive province of any single tradition or
coalition of states.
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THE SCRAMBLE FOR THE SAHEL BEYOND G5
FRAMEWORK: AES, EXTERNAL POWERS,
AND INTRA-AFRICAN AGENCY"

Danilo Babié

The goal of this article is to examine the ongoing “scramble” for the Sahel
and to analyze how the region’s security and diplomatic order is being reconfigured
through the simultaneous interaction of intra-African political agency and
intensified external engagement. Moving beyond the G5 Sahel lens, the paper
conceptualizes the Sahel as a wider geopolitical corridor —from Nouakchott to
Port Sudan, in which state survival strategies, sovereignty narratives, and
transnational threats (jihadi insurgencies, borderland governance gaps, etc.) interact
with competing partnership offers from various actors. Rather than treating the
Sahel as a “theatre” of counterterrorism, the corridor concept captures how
pressures and opportunities diffuse across West Africa’s coastal interface, the Lake
Chad Basin, and the Red Sea hinterland, and how political decisions in one node
(coups, expulsions, sanctions, etc) cascade along the belt. The corridor lens also
allows the paper to treat regional order as an evolving network of routes, bases,
and political bargains, rather than a fixed set of institutions.

Methodologically, the paper employs process-tracing and comparative
mapping of partnerships across four domains (security assistance, diplomacy,
economic instruments, and normative framing) to assess whether the Alliance
of Sahel States (AES) paradigm produces (a) stabilization through coordinated
coercion and enhanced bargaining power, (b) fragmentation through competitive
alighment and institutional overlap, or (c) a hybrid order in which ad hoc
coalitions coexist with residual multilateral mechanisms.

The analysis treats the AES as a pivotal institutional innovation that reframes
regionalism around regime security, strategic autonomy, and selective international
alignment. The Liptako-Gourma Charter, establishing the AES; codifies collective

! The paper presents findings of a study developed as a part of the project “Serbia and
challenges in international relations in 20267, financed by the Ministry of Science,
Technological Development and Innovation of the Republic of Serbia, and conducted by
Institute of International Politics and Economics, Belgrade, during the year 2020.
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defense against both internal destabilization and “external aggression,”
embedding sovereignty claims into a regional architecture that privileges political
cohesion among post-coup governments (UN Security Council S/2023/695).
Conceptually, the paper argues that the AES embodies a shift from “development
and security” regionalism, often shaped by external donors and multilateral
frameworks, toward a sovereignty-first regionalism in which legitimacy is
produced through the language of national dignity, non-interference, and the
restoration of control over security sectors. This shift reshapes how external
engagement is negotiated. Access to troops, military bases and diplomatic support
becomes a tradable resource in a competitive market of partners, while human-
rights and governance conditionalities are reinterpreted as instruments of
pressure. In this lens, AES regionalism functions as a sovereignty platform
through which member states pursue multi-alignment, turning external interest
into resources while attempting to prevent renewed conditionality or intervention.

Against this backdrop, the article maps how external actors are repositioning
in response to one another’s strategies and to the bargaining power created by
the AES paradigm. Firstly, Russia’s engagement is treated as security-centered
and overtly political: weapons, training, and diplomatic backing are coupled with
narratives of anti-colonial solidarity. Moscow’s declared support for an AES joint
force illustrates an effort to institutionalize its role as a security guarantor beyond
bilateral deals. Secondly, China’s approach is primarily political-economic,
emphasizing infrastructure, extractive sectors, and G2G financing, and offering
a lower-profile security posture that nonetheless benefits from the stabilization
of partner regimes and expanded access to strategic commodities. Thirdly, the
European Union’s footprint is being reshaped by mission contraction and by
attempts to reconfigure influence through diplomacy, development tools, and
selective security cooperation. The end of the EU Training Mission in Mali and
the discontinuation of the EU Military Partnership Mission in Niger mark a
narrowing of direct security engagement, even as EU strategic documents
continue to stress an integrated approach linking governance, development,
climate resilience, and security cooperation in the wider Sahel region (Council of
the European Union 2021). Comparing these ,,offers , the article shows how
security provision (training, equipment, and intelligence) and economic access
(infrastructure contracts and strategic commodities) are increasingly bundled into
competitive partnership packages.

In parallel, the paper foregrounds “smaller” European actors by analyzing
Hungary’s niche Sahel policy, which combines humanitarian-development
framing with the explicit political language of protecting persecuted Christians
and with a growing security profile in the wider region via cooperation with,



Squaring the Circle: The New Global Dynamics 137

perhaps surprisingly, Muslim-majority Chad (Hungary Act LXXXIX of 2023).
The Hungarian case illustrates how standard EU-Sahel templates can be
deconstructed from within the Union: member-state micro-strategies may attach
distinct normative narratives, target specific communities, and build bilateral
security footprints that operate alongside EU instruments. Finally, the study
incorporates intra-African actors (especially Chad) as strategic brokers and
security providers whose hedging behavior affects the viability of emerging
regional architectures. Chad’s recalibration of security partnerships, including the
termination of along-standing defense arrangement with France and the ensuing
French drawdown, illustrates how Sahel states are leveraging access, logistics, and
intelligence across West, Central, and Northeast Africa.

The central contribution of the paper is to specify the Sahel’s geopolitical
realignment as an outcome of agency-driven regional innovation interacting with
an evolving ecology of external offers, rather than as a simple replacement of
one hegemon by another. The paper concludes by proposing observable
indicators (shifts in cross-border military coordination, diplomatic recognition
and development cooperation) to assess whether AES produces stabilization,
fragmentation, or a hybrid order. The evidence show that the latter is the case.
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INNOVATION CAPACITY AND ECONOMIC
RESILIENCE: EVIDENCE FROM SERBIA

Sonja Purign’

Introduction

Contemporary global dynamics are increasingly shaped by rapid technological
change, intensified international competition, and the restructuring of global
economic relations. In this environment, the ability of national economies to
adapt depends more on their capacity to generate, absorb, and apply innovation.
Innovation capacity is a key determinant of economic resilience, defined as an
economy’s ability to respond to external shocks, adapt to change, and sustain
long-term development. At the same time, it influences a country’s position in
the international economy. In advanced economies, innovation capacity primarily
supports the maintenance and further strengthening of established competitive
advantages, while in developing and transition economies, it plays a more decisive
role in creating opportunities to improve their position in the global economy.
The existence of a gap relative to more developed economies, along with
structural imbalances across innovation system dimensions and regions,
complicates the assessment of the actual adaptive capacity of the economy in
the context of current global changes. Against this background, the paper
examines how national and regional innovation capacities shape Serbia’s potential
to improve its economic position in the current global environment, with
particular focus on small and medium-sized enterprises. The analysis is based on
the composite SME Innovation Pulse index, developed within the IES study
“Innovation Pulse of the Republic of Serbia 2025,” which enables a compatison
between Serbia and the EU27 across key dimensions of innovation performance.
The central argument of the paper is that the key challenge lies not only in the
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level of innovation performance, but primarily in its structure and uneven
distribution. This raises the question of their role in shaping economic resilience
and Serbia’s position in the international economy.

Theoretical Framework

Innovation capacity is a key determinant of economic growth and
competitiveness, as it shapes an economy’s ability to generate and apply new
knowledge and influences its industrial development and export performance
Duricin et al. 2022; de Oliveira and Nicolay 2022). Economic resilience refers
to the ability of an economy to respond to shocks, adapt to change, and sustain
development through adjustments in production, technologies, and business
models (Wu et al. 2022; Jiang et al. 2024). The relationship between these
concepts is that innovation capacity determines an economy’s adaptive potential
and its position in the international economy.

Data and Methodology

The analysis is based on the composite SME Innovation Pulse Index, which is
designed to systematically monitor the performance of Serbia’s innovation
ecosystem and its regions, and to enable compatison with the European Union
average. Serbia’s results are assessed relative to the European Union, where the
average of the member states (EU27) is set as the reference value (100). The index
is structured around four key pillars: innovation activities, digital transformation,
research and development, and eco-innovation. The composite value of each pillar
is calculated as the arithmetic mean of its underlying indicators, all of which are
equally weighted. This produces a value indicating the extent to which Serbia or a
given region lags behind or advances in a specific dimension of innovation
development. The overall index is calculated as the arithmetic mean of the four
pillars and serves as a comprehensive measure of innovation performance in Serbia
and its regions relative to the EU average. Methodological limitations arise from
the equal weighting of indicators, despite potential differences in their actual impact,
and from reliance on available and internationally comparable data. As a result,
certain aspects of innovation development remain outside the scope of analysis,
and time lags in data availability limit their timeliness.
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Results

The results present that Serbia achieves 66.9% of the average innovation
performance level of the European Union, indicating partial convergence but
also highlighting a significant development gap. In innovation activities, Serbia
reaches 67.6% of the EU average, suggesting some dynamism at the firm level.
However, innovation remains mostly limited to internal processes, with
insufficient collaboration among firms and other actors in the innovation system.
Additionally, the slower growth of revenues from new products compared to
the EU indicates limited market valorization of innovation and a gap between
its creation and commercialization. Digital transformation, at 86.3% of the EU
average, represents a relatively advanced segment, supported by solid
infrastructure and available technologies. However, a lack of digital skills and the
slow adoption of advanced technologies, particularly artificial intelligence,
constrain its impact on productivity and competitiveness. In eco-innovation,
Serbia reaches 91.4% of the EU average, indicating solid potential. However,
slow progress in the energy transition, especially in shifting from fossil fuels to
renewable energy sources, remains a key constraint on competitiveness. The most
pronounced gap is in research and development, where Serbia reaches only 22.3%
of the EU level, with business sector expenditure at 0.38% of GDP compared
to 1.49% in the EU. This level of investment reflects structural weaknesses in
the innovation system and limited capacity for knowledge generation. At the
regional level, significant differences appear in both the level and structure of
innovation performance. The Belgrade region achieves the highest results across
most dimensions (74.1% in innovation activities and 96% in digital
transformation), with strong performance in circular practices but clear
weaknesses in market valorization of innovation and the energy transition.
Vojvodina exhibits a relatively balanced performance, with 69.6% in innovation
activities and 89.9% in digital transformation, and the highest level of research
and development at 33.6%, although it has weaknesses in certain technological
and green segments. Sumadija and Western Serbia (65.8% in innovation activities,
80.8% in digital transformation, 15.4% in research and development) display a
basic level of innovation capacity but face significant limitations in advanced
technologies and research capabilities. The lowest performance is recorded in
Southern and Eastern Serbia (58.2% in innovation activities, 74.3% in digital
transformation, and 14.9% in research and development), where constraints are
particularly evident in collaboration, digital skills, and R&D capacities, despite
some isolated improvements. This pattern confirms that the national average
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conceals internal disparities that further limit the overall innovation potential of
the economy.

Conclusion

The findings indicate that Serbia’s innovation capacities remain structurally
uneven, with a pronounced gap in research and development and significant
regional disparities. This situation constrains the economy’s adaptive potential and
its ability to translate innovation into sustainable competitive advantage. In the
context of contemporary global changes, innovation capacities in Serbia allow for
some adjustment but do not support a strong shift toward higher segments of
the global economy. This confirms that the level of innovation alone is not
decisive; rather, its structure and distribution determine the extent of economic
resilience and the potential for improving international positioning, Strengthening
research and development and reducing regional dispatities are key prerequisites
for transforming innovation capacities into drivers of long-term resilience and
competitiveness. This requires improving the effectiveness of existing fiscal
incentives for research and development, encouraging investment in in-house
development functions, introducing regionally differentiated support measures,
and strengthening linkages between firms and research institutions to enhance the
commercialization of innovation and ensure more balanced capacity development.
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THE KOSOVO QUESTION

Roozbeh (Rudy) B. Baker' and Rich Mifsud

Introduction

The question of Kosovo and Metohija® and its status has presented a
persistent diplomatic, political, and security issue for at least the past two and a
half decades. It should be noted clearly at the outset that this paper is not
concerned with the legal status of Kosovo and Metohija and does not assess the
legality of its declaration of independence, the Republic of Serbia’s (hereinafter
“Serbia”) constitutional position, or the competing legal claims advanced by the
parties. The analysis is confined to Serbia’s negotiation strategy in the EU-
facilitated dialogue, particularly the interaction between formal diplomatic
engagement and informal Serbian-aligned political and social structures in
northern Kosovo and Metohija. This paper argues that Serbia’s approach to the
“Kosovo question™ can be usefully understood as a “two-track” strategy, in
which official negotiations conducted under European Union auspices operate
alongside informal political and social structures linked to Serbian-aligned actors
in the north. Track One consists of highly visible, rule-bound negotiations framed
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3 The territory is referred to throughout this paper as “Kosovo and Metohija” in recognition

of the terminology used in Serbian constitutional and legal materials. This terminology is
adopted for descriptive consistency only and should not be read as expressing either
approval or disapproval of Serbia’s legal position, Kosovo’s asserted statechood, or any
competing claim concerning the territory’s status.

* "The term “Kosovo question” is used in this paper as shorthand for the political, diplomatic,

and strategic issues arising from Serbia’s engagement with Kosovo and Metohija, including
the EU-facilitated dialogue and related dynamics. It is not used to express any position on
the territory’s legal status.
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in the language of normalization, technical cooperation, and regional stability.
Track Two, by contrast, involves less formalized arrangements and networks of
local influence, including the role of Srpska Lista’, which have shaped political
authority and security dynamics in the Serb-majority municipalities of northern
Kosovo and Metohija. Taken together, this dual approach has proved effective
for a number of years, enabling Serbia to sustain international engagement while
retaining a degree of influence on the ground. This paper concludes, however,
that evolving regional conditions, increased external attention, Pristina’s more
assertive approach under the Kurti government, and growing practical constraints
associated with informal arrangements, particularly the difficulty of coordinating
and controlling local actors, have narrowed the scope and effectiveness of this
strategy, raising questions about its continued viability.

Track 1: Rule-Bound Negotiations

The EU-facilitated dialogue between Belgrade and Pristina (“Track 17) has
provided the principal formal framework for addressing the Kosovo question
since 2011. Conducted under EU auspices, the process has been framed around
technical cooperation, normalisation, regional stability, and the European
integration prospects of both parties, rather than a direct settlement of the status
question itself. Serbia’s formal engagement in the dialogue has therefore operated
through a careful diplomatic posture: participating in rule-bound negotiations,
accepting certain practical arrangements, and engaging with EU-backed
normalisation initiatives, whilst continuing to maintain its constitutional position
that Kosovo and Metohija remains part of the Republic of Serbia. This
combination of formal participation and status non-recognition is central to
understanding Serbia’s formal Track 1 negotiating strategy.

Within this framework, Serbia’s formal engagement has allowed it to remain
an active diplomatic participant without abandoning its core legal position.
Technical agreements on matters such as freedom of movement, policing, courts,
energy, and institutional coordination have enabled Belgrade to present itself as
constructive and committed to regional stability, whilst also preserving room to

> Srpska Lista, is a Kosovo Serb political party active in Kosovo and Metohija’s electoral and
institutional system. Although headquartered in North Mitrovica and especially influential
in the Serb-majority municipalities of the north, it has operated more broadly as the
dominant Kosovo Serb political actor and is generally understood as closely aligned with
Serbian authorities in Belgrade. The reference is descriptive only and should not be read as
expressing any view on the party’s legitimacy, representativeness, or conduct.
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contest any interpretation of the dialogue as recognition. The dialogue has
produced a series of negotiated agreements, implementation plans, and EU-
facilitated arrangements on, zter alia, freedom of movement, including ID-card
travel, vehicle insurance, driving licences, and licence plates;® policing, including
integration of police in northern Kosovo and Metohija into the Kosovo Police
framework;” justice, including the Mitrovica Basic Court and Court of Appeals
arrangements;® energy, including KOSTT / EMS coordination, licensing, and
supply arrangements;” and institutional coordination, including municipal
elections, the proposed Association / Community of Serb-majority Municipalities
(ASM), and an EU-facilitated implementation committee.!” The proposed ASM"!
has occupied a particularly important place in this strategy, because it offers a

6 Agreement on Freedom of Movement, Belgrade-Pristina Dialogue, 2011, reproduced in
Office for Kosovo and Metohija, Government of the Republic of Serbia, “Freedom of
Movement,” Negotiation Process with Pristina.

First Agreement of Principles Governing the Normalization of Relations, 19 April 2013,
points 7-9, reproduced in Office for Kosovo and Metohija, Government of the Republic
of Serbia, “First Agreement of Principles Governing the Normalization of Relations,”
Negotiation Process with Pristina.

Agreement on Justice, Belgrade-Pristina Dialogue, 2015, reproduced in Office for Kosovo
and Metohija, Government of the Republic of Serbia, “Justice,” Negotiation Process with
Pristina.

Arrangements Regarding Energy, 8 September 2013, reproduced in Office for Kosovo
and Metohija, Government of the Republic of Serbia, “Arrangements Regarding Energy,”
Negotiation Process with Pristina; Conclusions of the EU Facilitator on Implementing the
Energy Agreement, 25 August 2015, reproduced in Office for Kosovo and Metohija,
Government of the Republic of Serbia, “Arrangements Regarding Energy,” Negotiation
Process with Pristina.

First Agreement of Principles Governing the Normalization of Relations (n 5), points 1—
6; Implementation Plan of the Agreement on the Normalization of Relations between
Belgrade and Pristina, 22 May 2013, reproduced in Office for Kosovo and Metohija,
Government of the Republic of Serbia, “Implementation Plan of the Agreement on the
Normalization of Relations between Belgrade and Pristina,” Negotiation Process with Pristina.

The ASM was envisaged as a collective body for Serb-majority municipalities in Kosovo
and Metohija, not only those located in the north. It would include the four northern Serb-
majority municipalities of North Mitrovica, Zvec¢an, Zubin Potok, and Leposavié, but also
Serb-majority municipalities south of the Ibar. Its proposed functions relate to areas such
as local economic development, education, health, urban and rural planning, and
representation before central authorities.
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formal mechanism through which Serbian-majority municipalities can retain a
degree of collective institutional coordination within the dialogue framework.
The result has been a deliberately calibrated negotiating posture: Serbia
participates in the normalisation process, engages EU mechanisms, and accepts
limited practical arrangements, but does so in a manner that keeps the status
question formally unresolved.

A recurring difficulty in the dialogue has been the gap between formal
agreement and practical implementation. Several arrangements reached under
EU auspices have required subsequent technical steps, domestic institutional
action, or political acceptance by actors on the ground, creating space for delay,
selective compliance, and competing interpretations of agreed language. The
ASM is the clearest example: whilst it was envisaged as part of an agreed
framework, disagreement over its legal form, competences, and constitutional
implications has prevented its full establishment.' Implementation has therefore
become part of the negotiation strategy itself, with formal commitments serving
not only as endpoints of negotiation, but also as instruments through which each
side contests authority, legitimacy, and practical control.

Track 2: Informal Networks of Influence

Beyond formal diplomacy, Serbia’s approach to Kosovo and Metohija has
also depended on a less visible second track of influence operating through local
political, social, and institutional networks, most importantly in the four Serb-
majority municipalities of northern Kosovo and Metohija (North Mitrovica,
Zvecan, Zubin Potok, and Leposavi¢). This track did not replace the EU-
facilitated dialogue, but worked alongside it. It allowed Belgrade to maintain
practical influence in the north while continuing to engage formally with Brussels
and Pristina through the language of normalisation. The central point is that
Serbia’s strategy cannot be understood only by reading the formal agreements. It

12 The principal dispute has concerned whether the ASM would operate as a coordinating
mechanism for Serb-majority municipalities or as a more autonomous institutional
structure with executive-type competences. These concerns were sharpened by the 2015
judgment of the Constitutional Court of Kosovo, which found that aspects of the
proposed framework were not fully compatible with Kosovo’s constitutional order while
also indicating that the ASM could be established if brought into conformity with that
order. See Constitutional Court of Kosovo, Judgment in Case No. KO130/15, 23
December 2015.
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also requires attention to the informal structures, local intermediaries, and political
relationships through which authority was sustained on the ground.

In practice, this second track rests on the interaction between Belgrade-linked
political actors, municipal structures, public-sector employment, community
organisations, and informal authority networks in the north. S7pska Lista occupies
a central position within this arrangement, operating as the dominant Serbian
political actor whilst also functioning as a bridge between local Serb communities
and Belgrade’s wider strategic position. Through these networks, Serbia has been
able to exercise influence beyond the formal negotiation table, shaping local
political behaviour, sustaining collective resistance to unwanted institutional
changes, and preserving a measure of practical leverage in areas where formal
authority was contested.

Concrete examples of this second track can be seen in the political
coordination surrounding Srpska Lista, specifically the collective withdrawal of
Kosovo Setb representatives from Kosovo institutions in 2022," the contestation
of municipal authority after the 2023 local elections in the northern
municipalities,"* and the continuing disputes over policing, licence plates, secutity
presence, and administrative control in the north'®. These episodes illustrate how
Serbia’s position is not pursued only through formal dialogue texts or EU-
mediated meetings, but also through local mobilisation, institutional non-

13 Srpska Lista announced in November 2022 that Kosovo Serb representatives would
withdraw from Kosovo institutions, including the Assembly, government, police, judiciaty,
and municipal bodies, following disputes over licence plates and the non-establishment of
the ASM. See “Srbi napustaju kosovske institucije,” Radio Slobodna Evropa, 5 November
2022; “Politicki i institucionalni predstavnici Srba sa Severa Kosova napustaju sve kosovske
institucije,” KoSSer, 5 November 2022.

Following the November 2022 resignations, extraordinary local elections were held in April
2023 in North Mitrovica, Zvec¢an, Zubin Potok, and Leposavi¢. The elections were
boycotted by most Kosovo Setbs, produced very low turnout, and were followed by
protests and disputes over the authority of the newly elected mayors. See “Srpska lista
pozvala na bojkot lokalnih izbora na severu Kosova,” Radio Slobodna Evropa, 21 April 2023;
“CIK: Glasalo 3,47 odsto birackog tela,” KoSSew, 23 April 2023.

These disputes included the licence-plate regime, the presence and role of Kosovo Police in
the north, the deployment and reinforcement of KFOR, and competing claims over municipal
buildings and administrative authority. See European Parliament, “Resolution of 19 October
2023 on the Recent Developments in the Serbia-Kosovo Dialogue, Including the Situation in
the Northern Municipalities in Kosovo,” 19 October 2023; International Crisis Group,
“Northern Kosovo: Asserting Sovereignty amid Divided Loyalties,” 2 April 2024.
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participation, and the use of Serbian-aligned political structures to shape facts
on the ground. The effectiveness of this approach has depended on Belgrade’s
ability to sustain discipline among local actors whilst presenting its formal position
internationally as one of negotiation, de-escalation, and protection of the Kosovo
Serb community.

Limitations of The Two-Track Approach

The effectiveness of this two-track approach has become increasingly difficult
to sustain. Evolving regional conditions, including repeated crises in northern
Kosovo and Metohija and the wider security pressures created by the war in
Ukraine, have reduced the space for ambiguity and tactical delay.'® At the same
time, increased EU, US, NATO, and KFOR attention,'” together with the
increased assertiveness of the Kurti government in Pristina, has made informal
arrangements more visible and more difficult to manage without diplomatic
cost.'® The September 2023 Banjska monastery incident sharpened these
problems: Milan Radoici¢, then vice-president of Srpska Lista, later accepted
responsibility for the armed incident and resigned from his party position, whilst
Belgrade denied authorising or directing the attack."” The episode exposed the

16" See International Crisis Group (n 13), “Northern Kosovo: Asserting Sovereignty.”

7 "The point is not that KFOR’s troop presence has increased to eatlier post-conflict levels,
but that recent crises have brought renewed external attention to a security environment
that had, over time, become more limited and routinised. KFOR deployed at much higher
strength in the immediate post-1999 period, with approximately 40,000 personnel from
around 40 countries, including a substantial US presence based largely at Camp Bondsteel.
By 2005, KFOR had fallen to approximately 18,000 personnel, including roughly 1,800
US troops, and subsequent institutional developments, including the establishment of the
Kosovo Police, EULEX’s assumption of rule-of-law responsibilities, and the creation of
the Kosovo Security Force, contributed to a further reduction in KFOR’s footprint. By
2026, KFOR’s presence was below 5,000 personnel from 31 allied and partner countries,
including approximately 600 US personnel. Against that background, the renewed EU, US,
NATO, and KFOR focus after the 2022 institutional withdrawals, the 2023 northern
municipal crisis, and the Banjska incident is significant because it made informal authority
arrangements in the north more visible, more politically sensitive, and more difficult to
manage without diplomatic cost.

'8 See European Parliament (n 13), “Recent Developments in the Serbia-Kosovo Dialogue.”

19" See “Radoici¢ priznao odgovornost za napad u Banjskoj,” Radio Shbodna Evropa, 29
September 2023; “Milan Radoici¢ preuzeo na sebe svu odgovornost za Banjsku, podneo
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coordination problem at the heart of the second track, since local actors and
informal networks that had previously helped Serbia preserve influence in the
north could also generate escalation, diplomatic exposure, and claims of loss of
control. The strategy therefore remains intelligible, but its practical effectiveness
and long-term viability have become increasingly uncertain.

Conclusion

The central implication of the analysis presented in this paper is that Serbia’s
two-track strategy has not failed simply because formal negotiations have stalled,
but because the relationship between formal diplomacy and informal influence
has become more difficult to manage. The northern model, built around Srpska
Lista, institutional non-participation, and pressure on contested local authority,
has generated leverage, but also exposure, escalation, and declining room for
manoeuvre. A more viable approach, it is suggested, would require distinguishing
the north from the Serb communities south of the Ibar, where the Serbian
Orthodox Church (SPC) has increasingly served as a more credible source of
coordination and community representation than Belgrade-linked party
structures.”’ In those communities, the SPC’s authority rests less on direct political
control than on continuity, local trust, cultural protection, and everyday
institutional presence. The way forward, therefore, is to perhaps not replace
diplomacy with ecclesiastical politics, but to recognise that any sustainable Serbian
strategy must move beyond reliance on coercive or party-based intermediaries
and take more seriously the social institutions that continue to sustain Serbian
community life outside the north. This would allow Serbia to preserve legitimate
community interests while reducing the risks created by informal structures that
are increasingly visible, contested, and difficult to control.

ostavku,” KoSSer, 29 September 2023; “Milan Radoici¢ priznao da je organizovao grupu u
Banjskoj i preuzeo svu odgovornost,” N7 Beograd, 29 September 2023.

20 On the SPC’s growing practical role in filling a representational vacuum among Kosovo
Serbs, particularly outside the northern political structures associated with Srpska Lista, see

Jelena Jorgacevi¢, “Between a Rock and a Hard Place: The Serbian Orthodox Church in
Kosovo Waits Out the Storm,” Balkan Insight, 12 November 2025.
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AN HISTORICAL REMINDER OF US-SERBIA
COOPERATION IN THE 20TH CENTURY

Daniel . O’Connor’

On 6 August 2025 Serbian Foreign Minister Marko Puri¢ and US Secretary
of State Marco Rubio agreed Serbia and the US would hold a strategic dialogue
to “deepen economic and security ties.””* It was noted this move was a historic
one which was designed to “launch a new era of relations between the United
States and Serbia.” The timing of this development is auspicious in the current
moment with the war in Ukraine dragging into a fourth year and other sources
of instability throughout the continent making themselves felt. Now would seem
the prudent moment to seize on the possibility to fortify relationships between
the US and Furopean partners. Serbia falls neatly into this bucket, where they
can ““capitalize on the current momentum to position themselves as more reliable,
constructive, and strategically relevant partners.”*

In Serbia there remains a dramatic cross section that vividly recalls the
instability of the 1990s. Serbian historic memory places a high degree of blame
for NATO’s 1999 Operation Allied Force on the US Military. When adding in
the collective trauma of the US” support for Kosovo’s 2008 declaration of
independence it is easy to understand the most recent chapters of the US-Serbia
relationship have not been overwhelmingly positive. This recollective reflex is a

1 Adjunct Professor, Austin Peay State University, Clarksville (TN), United States of America;

E-mail: oconnor.danny0@gmail.com.

Tammy Bruce, “Secretary Rubio’s Meeting with Serbian Foreign Minister Djuric,” US
Department of State, 6 August 2025, retrieved from https://www.state.gov/releases/ office-
of-the-spokesperson/2025/08/sectetary-rubios-meeting-with-serbian-foreign-minister-
djuric.

3 Alexander Titolo, “New Year Message from Chargé d’Affaires Alexander Titolo,” US
Ewtbassy in Serbia, 31 December 2025, retrieved from https://ts.usembassy.gov/3/.

Vuk Velebit, et al, “Serbia’s Foreign Policy Strategy for Proactive Engagement with the
United States,” Pupin Initiative, 18 December 2025, retrieved from https://www.pupin.org/
analysis/serbia%E2%80%99s-foreign-policy-strategy-for-proactive-engagement-with-the-
united-states.
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difficult issue to surmount in light of Kiro Gligarov’s remark “the Serbs. .. have
long knives, but even longer memories.””

In recent years Serbia has balanced its foreign relations with four major
partners: the US, EU, China, and Russia. This policy, aptly named the Four Pillars
Strategy, has become increasingly unsustainable and has put Serbia in a precarious
position, with a weak foreign policy.® While one cannot argue with the long
history of Serbia-Russia cooperation, and the recent growth of Serbia-China
cooperation, there is growing evidence these relationships include a high degree
of predatory behavior and do not represent true mutual partnership initiatives
as envisioned by leaders in the field of international relations.” Russia seeks to
play Serbia as foil to a more strongly linked Europe through their veto on the
Kosovo issue in the UN Secutity Council® China’s predatory lending practices
and “malleable” view of sovereignty are well-established in places like Sti Lanka.’
This leaves the US and indeed, the wider West, as a potential growth partner.

History in the Balkans is always a challenge to wrangle with. Kaplan noted
“in the Balkans, history is not viewed as tracing a chronological progression, as it
is in the West. Instead, history jumps around and moves in circles.”’ Keeping in
mind this unorthodox reckoning of history, the author suggests a nonlinear
approach to remembering the particularly strong history of US-Serbia cooperation,
especially in the eatly 20" century. If headlines are taken at face value and both
Serbia and the US are serious about a “new era” of cooperation, then the dense

> Christpher R. Hill, Outpost: Life on the Frontlines of American Diplomacy, New York, NY: Simon
and Shuster, 2014, pg.167.

Nikola Luni¢, “Pax Americana: Kraj jedne ere i posledice po Srbiju,” Danas, 19 December
2025, retrieved from https://www.danas.rs/dijalog/licni-stavovi/ pax-americana-kraj-jedne-
ere-i-posledice-po-stbiju/, accessed on 21 December 2025.

Richard Ned Lebow, Ethics and International Relations: A Tragic Perspective, Cambridge, UK:
Cambridge University Press, 2020, pg.108.

Maksim Samorukov, “A Spoiler in the Balkans? Russia and the Final Resolution of the
Kosovo Conflict,” Carnegie Russia Eurasia Center, 26 November 2019, retrieved from
https://carnegicendowment.org/russia-eurasia/research/2019/11/a-spoiler-in-the-
balkans-russia-and-the-final-resolution-of-the-kosovo-conflict.

Maria Adele Carrai, “China’s Malleable Sovereignty Along the Belt And Road Initiative:
The Case of the 99-Year Chinese Lease of Hambantota Port,” NYU Journal of International
Law and Politics, vol.51, pg.1061-1099, July 2019.

10 Robert D. Kaplan, Balkan Ghosts: A Journey Throngh History, New York, NY: St. Martin’s
Press, 2005, pg.58.
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history of the early 1900s provides an instructive example of precisely how fruitful
enhanced cooperation between the two countries could become.

During World War I, the US and Serbia were officially allied with the US
providing significant financial, humanitarian, and military support to Serbia. This
support was nowhere more visible than with Ruth Farnam, an American nurse
who volunteered for service with the Serbian Army, taking part in the “dreadful
retreat over the Albanian mountains.”!! Far from an isolated show of support,
examples abound. Dr. Samuel Cook, a Red Cross doctor, died in Valjevo, Serbia,
rendering support to typhus victims in the area. There is still a street in the town
named after the good doctor. One must further remember President Woodrow
Wilson named 28 July 1918 as Serbia Day in the US — an event which saw one
of only two times a foreign flag has ever been raised over the White House.'
This era also saw a particulatly strong relationship between the two nations in
other arenas, with such famous Serbians as Mihajlo Pipin and Nikola Tesla
achieving greatness in America.

World War II again saw the US and Serbia allied against the Axis powers.
While many prefer to note the Red Army was the first to liberate Belgrade during
the war, it is easily forgotten the immense US support for Serbia and perhaps
more importantly that US support for the Soviets enabled the Fastern Front to
roll continuously towards Serbia. The US provided $10 billion in lend-lease or
7% of total Soviet output —a debt that wasn’t repaid until 1990." World War 11
also saw Serbian support for the Americans. Operation Halyard, the largest
rescue of downed US airmen in history, could not have succeeded without the
aid of everyday citizens in rural Serbian areas."

While the history of turmoil in the first half of the 20™ century illustrates
the close relationship between the US and Serbia, more modern history is also
rife with examples of the cultural underpinnings of the US-Serbia relationship.
Serbia is a powerhouse in several prominent sectors. It is in these areas Serbia
exports its expertise to great effect. Silicon Valley is awash with Serbian
transplants who bring tech skills to the US. Perhaps the most visible area of
Serbian excellence in the US is basketball, where the NBA might look quite

" Ruth S. Farnam, A Nation at Bay, Indianapolis, IN: Bobbs-Merrill Company, 1918, pg.115

12 US Embassy in Belgrade, “The Day When the Serbian and U.S. Flags Flew Together Over
the White House,” US Ewmbassy in Belgrade, 1 January 2020, retrieved from https://rs.
usembassy.gov/day-when-the-serbian-and-u-s-flags-flew-together-over-the-white-house/.

13 Andrew Roberts, The Storm of War, London, UK: Penguin Group, 2009, pg.551.

14 Gregory A. Freeman, The Forgotten 500, New York, NY: Dutton Caliber, 2007, pg.xi.
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different without Serbians like Bogdan Bogdanovi¢, Nikola Jovi¢, or Nikola Jokié.
The argument can be easily made that Serbians seek the American Dream quite
successfully. This cross-pollination serves to further build ties across the Atlantic
and supports the notion of a new era of bilateral ties.

If we presume the most traumatic collective event in Serbia of the 20™
century to be the German invasion and occupation during World War II, then
we must also reckon with the fact West Germany joined NATO in 1955, one
day shy of the tenth anniversary of their surrender to the Allies. To go from
tearing apart the continent to a constructive member of the European alliance
in less than a decade is nothing short of incredible. If we also presume the
greatest source of animosity towards the West in Serbia is the collective trauma
of 1999, then we should also acknowledge the gulf of distance since that event
is now over 27 years. The question that can and should be asked is, what should
the next 27 years look like for US-Serbian relations?

While this short paper does not seck to diminish the negative effects of the
1990s, the author does recommend the current moment offers a once-in-a-
lifetime opportunity to remake the US-Serbia relationship for the mutual benefit
of both sides. Serbian President Aleksandar Vuci¢ himself has stated it is time
to forgive.”” If the US and Serbia can seize on this opportunity, they will both
be in a place to achieve their strategic goals of regional stability and security in
the Balkans. With instability raging on the continent, the moment demands
nothing less than the concerted efforts of willing partners to put aside suspicion
and forge a new direction for constructive relationships.

15 Beta News, “Vucic: We Won’t Forget NATO Aggression, but We Have to Forgive,” Bea
News, 25 March 2025, retrieved from https://betabriefing.com/news/politics/30602-
vucic-we-wont-forget-nato-aggression-but-we-have-to-forgive.
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GREECE’S FOREIGN POLICY IN THE NEW
GEOPOLITICAL ENVIRONMENT

Toannis E. Kotoulas'

Principles of Greek Foreign Policy

Greek foreign policy is based on a series of essential principles concerning
the geopolitical position of the country as a member of the West, but also as a
member of Eurasia and the Mediterranean geopolitical space. Greece as a country
is located at a very strategic geographical position, at the juncture of three seas
(Black Sea, Mediterranean Sea, Red Sea) and three continents (Europe, Asia,
Africa). Greece features multiple geopolitical identities that are harmoniously
combined and do not necessarily contradict each other: 1) the Euro-Atlantic
dimension being an European Union and a NATO member (in the EU there are
two ethnic Greek states along with Cyprus) 2) the Eurasian dimension being a
member of the Belt and Road Initiative and the Central and Eastern European
Countries (CEEC) platform, and 3) various regional identities with a focus lately
on the Mediterranean Sea being a founding member of the East Med Gas Forum
and sharing excellent ties with Egypt, Israel, and Saudi Arabia.

Concerning its Euro-Atlantic geopolitical identity, Greece is a NATO and
EU member and an active supporter of European strategic autonomy.
Concerning its Eurasian geopolitical identity, Greece is a member of the Belt
and Road Initiative and the Central and Eastern European Countries (CEEC)
platform and the actual gateway of the Maritime Silk Road into Europe through
its port of Piracus, the busiest port in all Mediterranean.

Concerning its regional identities, Greece focuses on bilateral relationships
sharing excellent ties with focal states, such as France, Egypt, and Israel. In April
2026 Greece renewed its strategic partnership with France, a unique geopolitical
alliance and the only one of two NATO members. On a European level, Greece
became a member of the Security Action for Europe (SAFE) project in 2025, a
comprehensive attempt to increase European defense capabilities and readiness
through a series of major investments in participant EU member-states. Greece
features unique military capabilities in the greater European context, since it has

! Adjunct Lecturer in History and Geopolitics, University of Athens, Greece, E-mail:
ikotoulas@turkmas.uoa.gr, ORCID: 0000-0002-8707-3530
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one of the strongest air forces in Europe, military expertise and readiness. In
terms of military power, Greece currently features the 15th strongest Airforce
globally (2nd in the EU) and consistently spends more than 3% of its GDP in
defense. Greece is a strong advocate of European strategic autonomy urging EU
member-states to increase their defense budget and capabilities.

Concerning the Balkans region, Greece promotes the integration of Western
Balkan states into the EU structure with adherence to norms, principles, and
international practices promoted by the EU. Greece shares a friendly relationship
with all Balkan states. Greek foreign policy in the Middle East is based on a series
of national interests and principles. The national interests include preservation
of the geopolitical equilibrium in the Eastern Mediterranean, security for the
state of Cyprus, control of migration flows, protection of ethnic and religious
communities and cultural diversity in the region, and creation of a stabilized
periphery for the EU. In this context, the two most important states for Greek
national interests are Isracl and Egypt. Greece maintains excellent ties with Israel,
while at the same time is considered a trustworthy intermediate with Arab states.
Greece has advanced diplomatic, military, and energy cooperation with Israel.
Greek-Egyptian relations cover a variety of fields, diplomatic, economic, cultural,
and military, with the emphasis on diplomatic synergies and primarily on
economic cooperation. Greece and Egypt have also close cooperation in the
context of international organizations and in the framework of the Euro-
Mediterranean Partnership. On a military level, Greece, Cyprus, and Egypt along
with other states of the region participate in joint aeronautical exercises in the
Eastern Mediterranean, in an attempt to create stability in an often-turbulent
region. The East Mediterranean Gas Forum (EMGF), founded in 2020, is an
energy cooperation platform that includes Greece, Cyprus, Egypt, Israel, Italy,
France, Jordan, and the Palestinian Authority, aiming for economic development
and use of the natural gas deposits of the Fastern Mediterranean.

In general, Greeces foreign policy is pragmatic and balanced, realist,
embedded in a security mindset and thus different from the post-historical
perceptions often dominant among many states in Europe. Greece is making use
of its traditional respect for international law, international order in principles
and of its unique geographical position and human capital expertise in terms of
foreign and economic policies. Above all, Greece aspires to function as a ‘bridge-
state’ between East and the West, between Europe and other regions.
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GLOBALIZATION DRIVEN FORCES IN CEFTA 2006
— THE ROLE OF REGIONAL TRADE AGREEMENTS
IN CONTEMPORARY TRADE

Ivana Popovié Petrovid

According to information about the dynamics of changes in international
trade leaded by the WTO and the fact that many multilateral agreements became
more obvious after their application and concretization on the regional level, we
could conclude that regional level of the international trade™ observation became
more and more common. The most recent example was the implementation of
the WTO" Trade Facilitation Agreement, deeply integrated in many regional
economic agreements. In the case of this Agreement, as well as the other
agreements, it seems that multilateralism has completed and finished its part of
the task and that further implementation, amendments and improvements will
start appearing precisely from regional levels. One of many reasons is based on
the fact that multilateralism has already reached its maximum, pulling further
development of international trade at the regional level, under regional trade
agreements.? Their establishment is under the auspices of the Article XXIV of
the GATT 1994, which provides the formation and operation of customs unions
and free-trade areas and interim agreements leading to them.’
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International Economics Relations Department, E-mail: ivana.popovic@ekof.bg.ac.ts,
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3 WTO, Regional Trade Agreements Database, User guide, Internet, https://rtais.wto.otg/
userguide/User%20Guide_Eng.pdf, (04.05.2026.)
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Some authors divide the world economy in two parts. The first group consists
of countries which signed some of the Regional Trade Agreements (RTAs) and
the other, which consists of regions “without a sense of regionalism”.* The
basement of these last RT'As is only a free trade, as the example of the EFTA.
However, there are other RT'As whose main steps were obtaining certain levels
of free trade, with a gradual development of deeper cooperation, until they
achieve stronger connections and higher levels of integration. This was the case
of European Union. Currently, the example of CEFTA 20006 signatories, which
are trying to achieve higher forms of integration through these agreements, also
is relevant.

Beside the promotion of cooperation, the RTAs contribute to market
expansion and trade barriers reduction. Despite these obvious advantages, many
countries hesitate to integrate deeply, because they have doubts or obvious
disagreements concerning their sovereignty, as well as a lack of capacity to
implement it.”

The RTAs cumulative number has been increasing constantly, for decades,
as the result of the continuous liberalization of international trade in the entire
post-war period. During last thirty years, their advantages have been noticed and
therefore their number is increasing, also. This has withstood the Pandemic itself.
European continent has a great number of the RT'As whose signatory is at least
one country in that region. It is a number of 170.°

* Apostolov, M. (2026). Regional Free Trade Areas and Regions Without Regionalism. In:

Regionalism in Broader Eurasia. United Nations University Series on Regionalism, Vol 36.
Springer, Cham. https://doi.org/10.1007/978-3-032-13661-9_8, p. 197.

> Ibidem.
® WTO, Internet, https://rtais.wto.org/UI/Charts.aspx#rtaprovisions, (05.05.2026.)
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Picture 1: Cumulative Number of RTAs in Force, 1948-2026
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Soutce: WTO, Internet, https://rtais.wto.otg/UL/Charts.aspx, (02.03.2026.)

Even very small economies did not consider it sufficient to be included in
just one RTA and they have overcome it sighing numerous agreements. Serbia is
among them, increasing a cumulative number of 10 RTAs, as a signatory.” The
highest expectations are oriented towards agreements that enable the creation of
a free trade area. One of these agreements, important for Serbian trade is a
CEFTA 2006 whose signatories, in addition to Serbia, are mostly economies of
the South-Western Balkan Region and Moldavia. Using advantages of integration
at the regional level, the CEFTA 20006 signatories have achieved significant intra-
trade, with its stable participation.

The main partners in trade for CEFTA 2006 signatories come from the EU.
In 2025, approximately 65% of the CEFTA 2006 exports were oriented towards
the EU. Although they have important and stable share of intra-trade, CEFTA
2006 signatories mainly are oriented towards EU, having with this integration,
also a free trade area. Their trade with EFTA is very modest, about 1%. The
category of Other countries has different role in the share of its imports
compared to exports, because CEFTA 2006 mainly are oriented towards Other
countries concerning the imports. These countries obtained a share of 36% in
2025, mainly high because of the imports of energy in CEFTA 2006. Concerning
the exports of CEFTA 2000, their share is much lower, only 19%.

" WTO, Regional Trade Agreements Database, https:/ /rtais.wto.org/UI/PublicSearchByMember
Result.aspx?membercode=892
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Picture 2: Export and Import list for CEFTA 20006, 2025 %
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Source: CEFTA 2006, Internet, https://transparency.cefta.int/ TradeStatistics/ TradeInGoods,
(24.05.2026.)

Some of the EU countries and some of the CEFTA 2006 signatories are
among the most important Serbian foreign trade partners, on the list of the top
10, during a very long period from 2013-2025: Italy, Germany, Bosnia and
Herzegovina, Montenegro and Romania.?

One significant aspect of the REI" contribution for further development of
international trade is reflected in its impact on the Global Value Chains (GVCs).
The functioning of GVCs, especially in Europe and Central and West Asia, during
a last few years have been marked by the rerouting and extension of these chains,
which means that the process of every single product™ completion needs more
and more manufacturers from different countries. The phenomena of reshoring,
especially nearshoring, should be added too, because they decreased the
dependence of many economies of foreign-value added. These changes touched
producers and consumers in many economies, like the EU, China and USA.

The role of the trade in intermediates, mostly GVCs related with multiple
borders crossings, became statistically interesting, compared to traditional scope
of trade, which represents value of gross exports in bilateral trade. Their role
has become more visible immediately after the Pandemic, when trade flows within
the GVCs have increased, by 34.2% in 2021 and 14.9% in 2022. The increase of
traditional trade flows, during the same period, was less dynamic, only 19.3% in
2021 and 8% in 2022. After the post-Pandemic initial growth, these growth rates

8 RZS Data, Internet, www.rzs.rs, (28.02.2026.)
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decreased significantly in 2023, with a modest recovery in 2024. However, data
for years after the Pandemic particularly shed light on the role of trade in
intermediates and the role of GVCs. In 2023, traditional trade obtained modest
increase of 0.18%, while GVCs based trade decreased by 5.35%, making a strong
gap between them. The following year, 2024, brought increase for both, almost
a same intensity, 3.87% and 4.67%, respectively.”

Normal functioning of the GVCs, among other conditions, is determined
by the adoption and application of Rules of Origin (RoO) of traded goods.
These Rules and their implementation mainly are subjects of agreements
establishing free trade areas. The 96.5% of RTAs contain provisions on Rules
of Origin (RoO) in a world. Concerning the Europe as a continent, its RT'As
contain also a high share of RoO provisions, even 95.9%.!° The RoO is the most
common topic included in many RTAs, even in Europe. The RoO in Europe
are on the third place by its frequency, after the General and Security Exceptions.
It enables the realization of regional and diagonal cumulation of origin in intra-
CEFTA 2006 trade and with the EU. The cumulation of origin is, among other
things, a reflection of regionalization’s contribution to the further development
of GVCs.

! WTO, WEF, IDE-JETRO, ADB, UIBE, (2025), Global Value Chain Development Report 2025
— Rewiring GV'Cs in a Changing Global Economy, pp. 3-4.

10 \WTO, Internet, https://rtais.wto.org/UI/Charts.aspx#rtaprovisions, (05.05.2026)
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THE ROLE OF EU INSTITUTIONS IN FOREIGN
POLICYMAKING AMID NEW GLOBAL DYNAMICS

Csaba Istvan Stefan’

Crisis and Institutional Change in the CFSP

It is often said in EU political circles that, despite the absence of new treaty
changes, the European Union has become more integrated than ever over the
past fifteen years. Many point to the role of crises in this development. As Jean
Monnet remarked, “Europe will be forged in crises, and will be the sum of the
solutions adopted for those crises.””” Monnet appeats to have been right. Russia’s
war against Ukraine, followed by the second presidency of Donald Trump, has,
for example, unlocked much deeper cooperation in foreign and security policy,
even though these are precisely the areas in which supranational EU institutions
were, in principle, never meant to lead.

It is this latter area, the Common Foreign and Security Policy (CFSP), that
constitutes the focus of this paper. Highly intergovernmental in nature, the CFSP
was designed to improve coordination among the Member States, and most
reforms in this field have aimed to strengthen their role within the EU’
institutional framework. The role of the High Representative of the Union for
Foreign Affairs and Security Policy (hereafter: High Representative) was likewise
conceived to support the coordination of Member State positions. The
institutionalization of the European Council (EUCO) similarly reflected a move
towards stronger Member State involvement in foreign policy, as the heads of
state or government were to define the EU’s general political direction. Even so,
it was already clear that the CFSP would not suddenly become coherent, since
intergovernmental and consensus-based instruments are inherently prone to slow
responses and fragmented positions.

This is where the Commission enters the picture. Unexpectedly, the evolution

of the CFSP moved in the opposite direction, towards greater supranationalism,
largely because the Commission seems to have overstepped the agreed
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institutional arrangements. Two questions are central to understanding this
development: why did this occur, and how?

The Changing Role of EU Institutions in Foreign Policymaking

The answer to the first question lies partly in the traditional logics of
neofunctionalism, but above all in the fact that the Commission consciously
departed from its original technocratic role. From a neofunctionalist perspective,
even incremental centralization in policymaking may result in “Brusselization” —a
process through which policymaking in Brussels also reshapes the frame of
reference of all stakeholders involved. National priorities become increasingly
enmeshed with European ones, as calls for “European solutions” grow louder. By
2022, for example, Paris had no hesitation in using the French Presidency to place
security and defence high on the EU policy agenda, and the Commission seized
this opportunity to expand its own role. The Commission is well known for its
policy activism and “has often been outlined as a purposeful opportunist which
will take advantage of windows of opportunities” to expand its competences.” At
the same time, the Commission has undergone a radical transformation from a
largely technocratic secretariat into a more government-like structure. Since 2004,
its Presidents have gradually politicized the institution and used vaguely phrased
Treaty provisions to centralize power at the expense of individual Commissioners.
By the time of the second von der Leyen Commission, this had enabled her to act
as a strong executive, with few internal checks on her power or on the speed with
which she could act within the EU bureaucracy.

As for the “how;” the strongest interpretation is that, while the Member States
sometimes lack the capacity to manage EU-wide foreign policy, the Commission
possesses it through the concentration of institutional knowledge within its large,
centralized bureaucracy. One example is the “joint bodies” responsible for
implementing international agreements. Although both the negotiating and
implementing mandates come from the Member States, in practice they often
give the Commission considerable leeway to act, because the Council lacks the
capacity and coordination required for effective implementation. A more recent
example is the tendency of Member States, when a specific strategy is needed —
whether on enlargement or security — to leave its development to the
Commission. Thus, even though the Member States formally take the final

3 Hikansson, C. (2024): The Ukraine war and the emergence of the European commission
as a geopolitical actor. In: Journal of European Integration, Vol. 46 (1), pp. 25-45.
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decisions, it is often the Commission that sets the agenda and constrains their
room for manoeuvre. This placed the von der Leyen Commission in a highly
distinctive position in 2022: as a more centralized body with a faster reaction time
than the Council, the European Council, or the European Parliament (EP), and
with deep institutional knowledge of both internal and external policy matters,
it was better suited to develop the complex sanctions packages against Russia. In
addition, the need for rapid implementation led Member States to tolerate the
Commission bypassing several layers of decision-making in the Council, even as
this deprived that institution of some of its powet.

That is not to say that the Commission became omnipotent. Within this
evolving institutional balance, the European Council has positioned itself as the
ultimate crisis manager and decision-maker, even though it possesses no formal
legislative powers. Conceptually, it can now be understood as an extension of
the Council in foreign policy, because in times of crisis — which have become
increasingly frequent — the highest level of decision-making shifts to the
European Council, as illustrated, for example, by the decision on the EUR 90
billion loan to Ukraine. It was also at this level that Belgium was able to block
the Commission’s plans to seize frozen Russian assets.

The European Patliament has also acquired a new and more active role in
foreign policymaking, This role rests on two foundations: first, in 2002 the EP
secured privileged access to sensitive documents, including in the area of CEFSP,in
order to scrutinize the Council; and second, conceptually; it is expected to be present
in such discussions because, as Patliament, it embodies democratic legitimacy at
the EU level. In practice, however, its role is quite different. It has neither legislative
initiative like the Commission, nor ultimate decision-making authority like the
European Council. Moreover, because of the contradictions inherent in a
“supranational democracy,” the EP feels compelled constantly to prove its
legitimacy: Its strategy, therefore, has been to shape the discourse before decisions
are made. A case in point is its advocacy of robust countermeasures months before
Russia’s war against Ukraine began in 2022. At the same time, the EP also possesses
strong powers to scrutinize decisions after they have been made. For example, the
implementation of the MERCOSUR Ttreaty remains unclear, as the EP has referred
questions to the Court, thereby delaying the decision in practice.

Towards a More Commission-Centred CFSP

In essence, repeated ctises have transformed both the roles of EU institutions
and the way they respond to them. Contrary to the original institutional design,
the Commission has become a primary actor and agenda-setter in foreign policy.
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The Council and the European Council now serve as the ultimate decision-
makers in this field, yet their decisions remain constrained by the agenda set by
the Commission. The European Parliament, in turn, seeks to shape the debate
in line with its preferences and then scrutinizes the decisions taken. Overall,
however, the Commission appears to have gained the most from this evolving
institutional balance: its ability to react to crises far more quickly than its
counterparts has made the Commission President a leading foreign policy actor,
even above the High Representative. The war in Iran further illustrated this
dynamic, as von der Leyen’s initial statements were influential even when they
did not constitute the official position of the EU.
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THE MIDDLE EAST - UNLEASHED
AND UNBALANCED

Vladimir Ajzenbhamer

The paper secks to explain why the post-Gaza regional order in the Middle
East transitioned from a deterrence-based order to one characterized by direct
escalation. It argues that the principal drivers of this transformation were the
erosion of Iran’s proxy architecture and the failure of the American offshore
balancing strategy, which relied on delegating the regional security burden to
regional actors — primarily Israel. In this context, the Gaza War is not treated as
the primary cause of the transformation of the regional order, but rather as a
catalyst that accelerated already existing processes of deterrence erosion and the
weakening of external balancing,

The analytical framework of the paper is grounded in classical and
contemporary concepts of realist international relations theory, with particular
emphasis on the balance of power, deterrence, and offshore balancing strategy.
The balance of power is understood as a dynamic relationship between
capabilities and threat perceptions among key actors (Waltz, 1979, pp. 117-128;
Walt, 1987, pp. 21-26; Nedeljkovi¢, 2025, p. 41), while deterrence is viewed not
merely as a function of material capabilities, but also as a product of the credibility
of threats and actors’ expectations regarding escalation (Morgan, 1983, p.9; Paul,
2009, p.2; Kopanja & Ajzenhamer, 2022, pp. 15-38). Particular attention is
devoted to the concept of offshore balancing (Mearsheimer & Walt, 2016, pp.
70-94), which presupposes limited direct engagement by great powers combined
with reliance on regional allies, as well as to the mechanism of burden shifting as
its operational instrument (Layne, 2012).

In accordance with the outlined theoretical framework, the paper proceeds
from the assumption that changes in the degree of direct engagement by great
powers, combined with the degradation of proxy structures as instruments of
deterrence, led to the erosion of deterrence effectiveness and the destabilization
of the existing balance-of-power configuration in the Middle Fast. It is important
to emphasize that the paper does not argue that the balance of power in the
region has completely disappeared; rather, it contends that the previous
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deterrence regime — which had enabled relatively controlled external and intra-
regional management of regional rivalries, has collapsed.

For decades, the regional balance of power in the Middle East was shaped
by a complex interaction between state and non-state actors (Ajzenhamer, 20252),
with Israel and Iran serving as the principal pillars of the regional balance, while
organizations such as Hezbollah, Hamas, and Ansar Allah (the Houthis)
functioned as instruments of power projection and the maintenance of indirect
deterrence (Mumford, 2013, pp. 1-15; Wehrey et al., 2009, pp. 81-129). The Arab
petro-monarchies — primarily Saudi Arabia and the United Arab Emirates, as well
as Turkey, also operated as essential balancing actors (Alakel & Arab, 2025; Katz,
2025.), territorially positioned along the periphery of a permanent zone of
conflict and reliant on the security umbrella provided by the United States. As
for the United States, from the end of the Cold War onward it initially acted as
an external hegemon in the region, and later as an external balancer (Cohen,
1992). Such a configuration enabled the preservation of relative stability through
mechanisms of mutual deterrence, limited conflicts (including the First and
Second Gulf Wars), and asymmetric warfare.

After two decades of intensive military presence in the Persian Gulf and the
broader Middle Eastern region, American strategy gradually began to exhibit
elements of a transition from a model of direct regional management toward a
more limited form of engagement. Although the United States did not abandon
the logic of selective engagement, its increasing reliance on regional allies and
the reduced need for large-scale ground interventions pointed to a gradual shift
toward an offshore balancing approach. This trend was accompanied by the
gradual withdrawal of American ground forces from Iraq and Afghanistan, as
well as a transition toward more selective and predominantly air- and naval-based
forms of power projection in the region. Rather than relying on massive ground
deployments, the United States increasingly depended on a network of military
bases, naval presence, and rapid force projection capabilities, while seeking to
preserve control over key energy and trade routes in the Persian Gulf and the
Red Sea.

The decision to withdraw American forces from Iraq was made during the
Obama administration, although its implementation was soon complicated by
the necessity of combating ISIS. Consequently, the withdrawal gained greater
momentum during Donald Trump’s first presidential term. Trump’s policy
toward the Gulf was largely grounded in the idea of shifting toward an offshore
balancing approach. Faced with the expansion of Iranian influence through proxy
actors — further reinforced by prolonged political and security crises in Iraq,
Lebanon, and Yemen, the United States sought to contain this trend through
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stronger reliance on key regional allies, primarily Israel and Saudi Arabia.
Nevertheless, a complete departure from selective engagement was not possible.
Trump withdrew from the Joint Comprehensive Plan of Action (JCPOA), the
Iranian nuclear agreement, thereby accommodating the demands of Riyadh and
Tel Aviv, both of which had perceived the agreement reached under the Obama
administration as a threat to regional security and their own national interests
(Nedeljkovi¢, 2025, pp. 327-328). At the same time, Washington significantly
intensified sanctions against Iran and launched the so-called “maximum pressure”
campaign. As a result, it became increasingly evident that American strategy in
the region was evolving toward a hybrid model in which selective engagement
coexisted with growing reliance on offshore balancing and burden shifting,

With regard to limiting the activities of Iranian proxy structures, the United
States relied heavily on regional partners, most notably the Saudi military
campaign against the Houthi forces in Yemen, as well as Israeli airstrikes aimed
at weakening Hezbollah’s logistical infrastructure in Lebanon and Syria.
Nevertheless, the Abraham Accords were intended to represent the culmination
of American efforts to transform the regional security architecture in the
direction of offshore balancing. These agreements were conceived as a
mechanism for stabilizing relations within the Arab Gulf space, that is, as an
attempt at détente between Israel and the Arab petro-monarchies, whose ultimate
objective was to formalize the already existing, though insufficiently transparent,
rapprochement between Saudi Arabia and Israel. At the core of this initiative
was the idea of forming an Israeli-Arab security bloc capable of autonomously
responding to the long-term threat posed by Iran. In this way, the United States,
through a more complete transition toward an offshore balancing strategy, sought
to intensify the process of burden shifting onto its Israeli and Arab allies.
Howevet, such an outcome did not materialize.

The Gaza War represented a critical turning point that destabilized both this
ongoing strategic transition and the existing balance of power in the Middle East.
The Biden administration failed to formulate coherent strategy for managing the
escalation of first the Israeli—Palestinian conflict and subsequently the hostilities
involving Hezbollah in a manner that would simultaneously contain the spread
of the conflict and preserve the ongoing process of burden shifting onto regional
allies. The limited capacity to manage simultaneously the Israeli—Palestinian
conflict and the broader processes of regional security integration transformed
the United States under Biden into a hesitant balancer, unable to commit to a
clear strategic course of action —whether by exerting stronger pressure on Israel
to prevent further escalation or by pressing Arab partners to continue the process
of normalization under the Abraham Accords despite developments in Gaza.
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The consequences of Biden’s inaction, combined with additional factors —
including Russia’s reduced capacity for active engagement and the growing role
of regional actors such as Turkey, ultimately led to the collapse of the existing
balance of power in the region. The weakening of Hezbollah as Iran’s principal
proxy actor (Norton, 2007; Maddocs, 2025, pp. 715-717), together with the fall
of Bashar al-Assad’s regime, resulted in the narrowing of Iran’s regional strategic
depth, the erosion of its ability to project power toward the Levant, and the
gradual suppression of Iranian influence from the Arabian Peninsula. The direct
military confrontation between Israel and Iran during 2025 further delegitimized
the previous model of deterrence and indirect conflict, paving the way for the
current escalation in the form of a broader regional war involving the direct
participation of the United States on Israel’s side during Trump’s second
presidential term. In this sense, the previous regional balance entered a phase of
profound destabilization (Ajzenhamer, 2025a, p. 48).

The disruption of the regional balance of power in the Middle East can be
explained through two interrelated phenomena associated with the
aforementioned theoretical concepts. The first is the erosion of deterrence, which
signifies not merely the weakening of the credibility of threats, but a broader
transformation of the security environment in which the risk of escalation no
longer functions as a sufficiently strong constraint on the behavior of regional
actors. Previously, indirect deterrence, based on the activities of proxy structures,
enabled Iran to project power without entering into direct confrontation with
Israel and the United States. However, the weakening of the operational capacities
of these actors, resulting from Israeli military operations and the destruction of
their logistical and command infrastructures, significantly reduced their ability to
pose a credible threat. At the same time, the transition from indirect to direct
confrontation — particularly during the 2025 Israel-Iran war and the ongoing
regional escalation, further undermined deterrence mechanisms by lowering the
threshold for the use of force and increasing uncertainty regarding the reactions
of adversaries (Ajzenhamer, 2025b).

The second phenomenon relates to the failure of offshore balancing, within
which the United States employed burden shifting as an operational instrument
— a pattern that Trump sought to gradually incorporate into U.S. Middle East
strategy. Rather than engaging in direct balancing, the United States sought to
delegate the regional security burden to its regional partners — primarily Israel
and Saudi Arabia, expecting them to assume a more active role in containing Iran.
At the same time, Russia also underwent a form of geopolitical retrenchment.
During the Syrian war, Moscow had temporarily assumed the role of external
balancer for the first time since the end of the Cold War. However, following
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the fall of Bashar al-Assad, Russia significantly reduced its capacity for active
balancing in the Levant, effectively transferring parts of the regional security
burden to Turkey and the newly established Islamist-oriented regime in Damascus
under Ahmad al-Sharaa. Similar to the United States, Russia retained its military
presence at the Tartus and Hmeimim bases, while reducing its broader power
projection capabilities in the Eastern Mediterranean and the wider Middle East
to a more limited level (Ajzenhamer, 2025c¢). This further intensified the trend
of reduced engagement by external powers in the region.

It should be emphasized that offshore balancing presupposes the existence
of a relatively coherent bloc of allies with aligned interests and a sufficient
accumulation of power capable of independently producing a stabilizing effect.
However, under conditions of a fragmented regional system burdened by internal
rivalries and divergent threat perceptions, this prerequisite was not fulfilled.
Consequently, rather than producing a new equilibrium, the region witnessed a
partial and uncoordinated use of force, which further increased the autonomy
of individual actors and reduced the possibility of external control over escalation
dynamics. In such an environment, the strategy of burden shifting failed to
generate the anticipated stabilizing effect and instead contributed to the
acceleration of regional destabilization processes, ultimately leading to renewed
selective engagement and new U.S. military involvement in the region.

Both of the aforementioned processes constitute the foundation of the post-
Gaza War reconstruction of regional relations. Nevertheless, it is important to
emphasize that the arguments advanced in this paper remain subject to several
limitations. First, the analysis relies on events that are still ongoing, which
constrains the possibility of drawing definitive conclusions regarding the long-
term effects of the current conflicts. Furthermore, the complexity of the regional
system leaves room for alternative explanations that place greater emphasis on
the role of domestic political dynamics within the states of the region. Finally,
the availability of reliable data concerning the operational capacities of non-state
actors and their connections with state sponsors remains limited, thereby affecting
the reliability of assessments regarding the degree of deterrence erosion.

Nevertheless, the newly emerging security interactions and patterns of great-
power involvement indicate that the Middle East has entered a phase in which
exogenously structured patterns of rivalry have given way to uncontrolled
endogenous dynamics. Instead of a relatively stable system based on the balance
of power, external balancing, and deterrence, the region is now characterized by
a fluid configuration of essential actors, an increased propensity for direct
confrontation, and the absence of effective crisis-management mechanisms. Such
a transformation not only increases uncertainty, but also limits the prospects for
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the region’s long-term stabilization. It remains to be seen whether the ongoing
U.S—Israeli war against Iran will compel the United States to once again assume
a more active role in shaping the regional security architecture and, by returning
to more direct forms of balancing, place the region back on a leash.
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THE CHANGED GEOPOLITICS
IN NORTHERN EUROPE

Markskn Kangaspuro'

Introduction

Following Russia’s attack on Ukraine, the geopolitical landscape in Northern
Europe has shifted significantly, prompting Finland and Sweden to revise their
security doctrines. Finland became a NATO member on April 4, 2023, and
Sweden on March 7, 2024. Historically neutral, their NATO membership and
Defense Cooperation Agreement (DCA) with the USA mark a profound change
in security policy, redrawing the geopolitical landscape of the Baltic Sea and the
Arctic. The Arctic, previously a region of limited military tension, is now expected
to see increased military activity from both Russia, USA and NATO.

Finland’s NATO membership extends the alliance’s border with Russia by
1,300 km, placing it within 200 km of key Russian regions like St. Petersburg and
the Kola Peninsula. With Sweden’s accession, the Baltic Sea is increasingly viewed
as a NATO ,inner sea,” despite a narrow international sea lane still separating
NATO-controlled waters.

Abandoning military non-alignhment represents a significant shift in Finland’s
foreign policy of small-state realism, which emphasizes managing relations with
Russia. This approach evolved from historical constraints imposed by the Soviet
Union, which limited Finland’s military alliances. Finland’s diplomatic efforts,
particularly during the Cold War, aimed to balance regional stability while
maintaining relations with the West. The philosophy of President Kekkonen,
which emphasized diplomacy and mediation, was evident during key events like
the Helsinki Process and the 1975 OSCE summit.

Despite the continuation of non-alignment after the Soviet Union’s
dissolution, Finland gradually aligned itself with the West through EU
membership in 1995 and deepening NATO ties, including joint military exercises.
By 2014, Finland viewed itself as part of the Euro-Atlantic security system,
actively establishing bilateral and multilateral relations with NATO member states.
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Leaning on U.S. Deterrence - DCA

More significant than NATO membership was the December 2023 decision
to conclude a Defense Cooperation Agreement (DCA) with the United States.
This initiative began shortly after Russia’s aggression against Ukraine and was
discussed during President Niinist6’s visit to Washington in March 2022. The
DCA aimed to address the security gap created by Russian threats.

The DCA serves as a tool for the US. to enhance its military leverage by
establishing bases in new countries. During an interview to SVT on 19.3.2022,
President Niinisto indicated that a direct agreement with the US., similar to
Norway’s, would represent a significant shift—almost greater than NATO
membership. Finland recognized the US. as a crucial counterbalance to Russian
military power.

Sweden and Denmark also initiated similar treaty negotiations, while Norway
updated its agreement in 2022. As a result, four Nordic countries and Estonia
now have a DCA with the US,, significantly increasing American military
capabilities in Northern Europe and the Arctic. The DCA and NATO
membership mark a major transformation in deterrence strategies against Russia
and reflect a shift in Finland’s and Sweden’s security policy identity.

Public discussions regarding nuclear weapons have intensified in Finland,
with some political leaders suggested amendments to the Nuclear Energy Act to
allow nuclear weapons transit through Finland already in 2023. However,
President Niinist6 publicly opposed such changes, emphasizing the importance
of maintaining Finland’s current policy. In contrast, Swedish Prime Minister Ulf
Kristersson has not ruled out the possibility of hosting US. nuclear weapons
during wartime.

In just three years after that in 2020, the Finnish government proposed
changes to the law prohibiting nuclear weapons on its territory, which split the
traditional consensus in Finnish foreign policy. The Social Democratic Party in
opposition, currently leading in opinion polls, opposed this change, and
parliamentary elections are set for the following year.

Arctic

During President Niinist6s meeting with President Biden in July 2023, the
ongoing Finnish-American negotiations regarding the DCA were highlighted.
The military areas designated for US. use under the DCA will undoubtedly
enhance American military leverage in the Arctic.



Squaring the Circle: The New Global Dynamics 177

Russia, which controls over half of the Arctic, has significant security interests
in the region and has deployed strategic missiles and submarines there. The
Northern Fleet has become Russia’s fifth military district since July 2021, with
several former military bases reopening. However, recent military arrangements
are expected to bolster Western military capacity to influence the Arctic, providing
the US. with enhanced capabilities to address Russian presence in the region.

The Kola Peninsula and the Northern Sea Route are vital for Russia’s access to
the Arctic Ocean and the Atlantic, with the region’s infrastructure facilitating military
force projection. Greenland’s strategic location is critical for US. to challenge Russia
and China and control over the Northern Sea Route, situated less than 200
kilometers from Russian military bases on the Kola Peninsula. The Northern Sea
Route follows the coastlines of Norway and Sweden, and US. presence in these
areas creates opportunities to deter Russian nuclear assets in the Arctic. Russian
ballistic missile submarines operate primarily in the Arctic Ocean, with long-range
bombers utilizing Arctic air bases and flight paths over Greenland, where the U.S.
plans to install a new defense system against Russian missiles.

Conclusions

The Defense Cooperation Agreement (DCA) has drawn Finland and Sweden
into U.S.-Russia geopolitical competition. A key uncertainty remains regarding
the escalation of military tensions in Northern Europe and the Arctic.

The DCA agreements do not impose restrictions on U.S. military bases, altering
the power balance in the area. Consequently, Finland and Sweden no longer
maintain full control over deterrence from their territories. The presence of US.
and NATO forces is not solely for the defense of these countries; they may also
exert military pressure on Russia if U.S. geopolitical interests necessitate it.

There is a risk that, while more countries join the United Nations Treaty on
the Prohibition of Nuclear Weapons advocating for disarmament, the
unpredictable policy of the US will increas the acceptability of nuclear weapons
and the normalization of nuclear deterrence simultaneously. This trend has
become evident during Russia’s invasion of Ukraine, where nuclear threats have
been used to advance Russian objectives, contributing to a cycle where supporters
of Ukraine downplay nuclear escalation risks in public discourse.
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THE SHATTERED SAUDI-IRANIAN DETENTE

Giorgio Cafiero’

Introduction: Strategic Shock in the Gulf

The US.-Israel-Iran war broke out on February 28, 2026, presenting an
unprecedented crisis for Saudi Arabia and the Gulf Cooperation Council (GCC)
states. Riyadh’s leadership, acutely aware of the risks posed by any conflict
involving Iran, sought both to prevent war and to prepare for it too. The grave
concerns voiced by Saudi officials proved valid, as the multi-theater conflict has
inflicted damage on the Gulf states that likely exceeds initial predictions.

One casualty of the US.-Israel-Iran war has been the fragile Saudi-Iranian
détente established by the Beijing agreement of March 10, 2023. Following
Tehrans retaliatory missile and drone strikes against Saudi Arabia, bilateral
relations have reverted to hostility, ending approximately three years of cautious
normalization. This paper examines the structural weaknesses that undermined
the détente and considers the trajectory of Saudi-Iranian relations in the post-
war period.

Foundations of Saudi-Iranian Détente

Saudi Arabia was lukewarm at best to the 2015 Joint Comprehensive Plan of
Action (JCPOA), viewing the landmark nuclear deal with apprehension.” Riyadh
feared that lifting sanctions would embolden Tehran to act against the Kingdom’s
security interests and that the Obama administration had underestimated and
misunderstood the nature of the Iranian threat. With the inauguration of
President Donald Trump in January 2017, Saudi Arabia perceived an opportunity
to collaborate with a U.S. administration more aligned with Saudi interests in
seeing Iran contained, squeezed, and isolated.
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In this context, Saudi Arabia, alongside Bahrain, the United Arab Emirates
(UAE), and Israel, lobbied for Trump 1.0’ “maximum pressure” campaign
against Iran. When the US. withdrew from the JCPOA in May 2018, these four
states alone praised the decision.” By September 2019, however, Riyadh
recognized that the strategy had left the Kingdom exposed with an embattled
Iran responding aggressively to neighboring states associated with “maximum
pressure,” while an unreliable U.S. administration proved unwilling to shield Saudi
Arabia from Tehran’s retaliation.

Saudi Arabia’s vulnerability became starkly evident with the Aramco attacks
on September 14, 2019.* Widely attributed to Tehran, the massive assault on the
Kingdom’s energy sector revealed the risks posed by Iran’s retaliatory strategy
against states that had pressured it, while underscoring the unreliability of U.S.
support in defending its regional allies.

By April 2021, Saudi Arabia had shifted course, engaging in direct talks with
Iranian officials through Iraqi and Omani channels, culminating in the March
2023 Beijing agreement to restore diplomatic ties severed in January 2016
following the execution of Shi’a cleric Nimr Bagjir al-Nimr and subsequent attacks
on Saudi missions in Tehran and Mashhad carried out by angry Iranian
citizens.>®" This strategic pivot from confrontation to détente reflected Riyadh’s
recognition that achieving the economic development and diversification goals
of Vision 2030 required regional stability, which in turn depended on a modicum
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of peaceful coexistence with Tehran, echoing Obama’s 2016 call for shared
stewardship of the neighborhood on Saudi Arabia and Iran’s parts.

For Iran, reduction of tension with Saudi Arabia and other Gulf states
offered strategic benefits amid continued U.S. and European sanctions. With no
expectation of a breakthrough that could open Iran to good relations with the
West, improving ties with neighboring countries could mitigate Tehran’s isolation,
according to the Iranian leadership’s thinking, and this resulted in the country
embracing a “Neighbors First” foreign policy doctrine. Saudi Arabia, given its
leadership role in the Arab-Islamic world and substantial financial resources, was
a particularly valuable partner. Closer relations with Riyadh were also seen as a
potential gateway to improved relations with other Arab states under heavy Saudi
influence, including Bahrain, Egypt, and Sudan.

Saudi Arabia calculated that improved relations with Iran could shield the
Kingdom from Tehran’s retaliation in the event of a US. or Israeli attack.
Conversely, Iran sought assurances that Riyadh would not allow its territory or
bases to be used against Tehran, thereby enhancing Iranian security against threats
from Washington and Tel Aviv. This fragile détente endured until it collapsed
with Operation Epic Fury during the second year of Trump’s second term.

Eruption of the 2026 Conflict Sets Kingdom on Fire

In the weeks preceding February 28, 2026, Saudi Arabia reaffirmed that its
territory would not be used for attacks on Iran. Yet, following the U.S.-Israel
offensive, Iranian officials, without evidence, accused Riyadh of complicity. In
response, Iran launched missile and drone strikes against Saudi Arabia and a host
of other states, including the five fellow GCC members.®

Although there is no evidence that Saudi bases or airspace were used in the
February 28, 2020, attacks, Riyadh’s close alliance with Washington makes it, in
Tehran’s view, part of a regional architecture that threatens Iran. Iranian retaliation
can be understood through two dynamics. First, Tehran seeks to reshape the
Gulf’s security order by exacting a heavy price on US.-aligned states. Second, it
aims to disrupt the global economy and pressure Washington and Tel Aviv to
halt military operations, establishing deterrence through costs imposed on the
US. For Iran, this conflict is closely linked to the June 2025 12-Day War, whose

8 Andrew Leber, “The Gulf Monarchies Are Caught Between Iran’s Desperation and the
US’s Recklessness,” Carnegie Endowment for International Peace, March 3, 2020,
https://carnegicendowment.org/emissary/2026/03/ gulf-states-iran-wat-security.
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fragile truce collapsed on February 28, 20206, reinforcing Tehran’s determination
to deter future aggression. Saudi Arabia and other Gulf monarchies, despite
Riyadh’s adherence to the March 2023 non-aggression agreement, became targets
due to their geography, regional roles, and economic vulnerabilities.

As the six-week-long war is currently paused under a Pakistani-mediated
ceasefire, Tehran has suspended missile and drone attacks on Saudi Arabia.
Riyadh hopes Islamabad’s diplomacy will successfully de-escalate the conflict,
recognizing that renewed hostilities could enable Iran to inflict far greater damage
on the Kingdom and other GCC states, threatening the viability of Vision 2030.
Focused on attracting foreign investment, business, and tourism, Saudi leadership
understands that stability is essential, and that continued conflict would generate
chaos the Kingdom is ill-prepared to endure. Saudi Arabia and most other GCC
members also understand that basic water security is at stake, particularly given
the ease with which Iran’s military could destroy more desalination plants on the
desert Arabian Peninsula. Such a development would threaten basic survivability
of Gulf Arab societies whose people depend on such plants to live in cities such
as Abu Dhabi, Doha, Dubai, Manama, Riyadh, etc.

For GCC members, the challenge will be promoting de-escalation while
deterring future Iranian attacks. Riyadh and its allies fear that any future U.S. or
Israeli strikes on Iran could provoke Iranian retaliation against Gulf states,
without any major global power stepping in to defend the GCC states. As a
regional leader, Saudi Arabia will seek to guide Gulf Arab responses to Tehran
in the post-détente period. However, rivalry with the UAE may complicate this
effort, as Iran’s aggression exposes differing strategies and threat perceptions
within the GCC members.

Saudi-UAE Divide

When the war concludes, a new order is likely to emerge in the Gulf and
broader Middle East. Abu Dhabi will seek to assert itself as a central player in
this balance of power. This is a move that Riyadh is unlikely to accept, given
tensions with the UAE, particularly over Somalia, Sudan, and Yemen.

Seeking to exploit division within the GCC, Iran may target the UAE more
aggressively while attempting to draw other Gulf states away from Abu Dhabi.
Tehran’s comparatively restrained strikes on Saudi Arabia compared to Iran’s
aggression toward the UAE suggest a desire to preserve diplomatic space with
Riyadh, potentially encouraging the Kingdom to stay outside the Abraham
Accords and widen its distance from Washington.
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A durable Saudi-Iranian détente was always conditional, and the current war
has now shattered those conditions, undermining the prospects for normalized
relations between these long-standing rivals. Henceforth, Riyadh will view Tehran
as a far greater threat while placing less reliance on Washington as a security
guarantot, especially with Trump in the Oval Office. Saudi policy will likely
combine cautious engagement with Tehran, strategic hedging among regional
and global powers, and an intensified focus on bolstering its own deterrence
through enhanced militarization.
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