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Asianism versus
Pacificism

American Review has
made a promising debut
by identifying the key
issues facing us.
Particularly welcome is its
focus on one of the most
important of them, the
emerging regional
architecture. Michael
Wesley provides a
thought-provokingly new
take on it in his essay,
‘Asia, America and
Australia’.

Current thinking of
some at the Lowy
Institute of International
Policy is that two
geostrategic ideas, of an
‘East Asian’ littoral and of
Australia “facing North’,
are both antiquated.
Instead, will land-based
or oceanic countries have
more influence on the
affairs of our region?
Malcolm Cook and
Anthony Bubalo ask.
They imply that the size

and dynamism of
continental China and
India, and an eastward
shift of gravity in the
Middle East, will decide
the contest. But Professor
Wesley divides the debate
into two different camps,
Pacificism and Asianism,
which he describes as
“mutually antagonistic”.
Presenting the history
and the contending views
even-handedly, Professor
Wesley asserts that how
the region is defined “has
become the central thread
of all other Australian and
US policy considerations
towards Asia”. The
centrality of the issue is
not in doubt. But Wesley’s
preference becomes clear:
he pits Australia and the
US on the one hand
against Asia on the other,
and in his final sentence
confirms that Australians
and Americans have a
“common commitment”
to promote Pacificism.
This approach presents

Australia with three
problems. One is a matter
of definition, the second
involves reality, and the
third concerns self-
interest.

The nature and extent
of ‘Asia’ have been
debated over millennia,
and the definition remains
fluid. ‘Asia for the Asians’
meant different things to
people in different Asian
countries at different
times, but Asian unity or
‘Asianism’ are enduring
aspirations based on a
common regional idea.
This is reflected in the
Treaty of Amity and
Cooperation (TAC), and
in the Charter of the
Association of Southeast
Asian Nations (ASEAN).
It informs the
deliberations of ASEAN
Plus Three (Northeast
Asian countries) about
how far Australia, New
Zealand and India, and
even the US and Russia,
share their views. ASEAN



Plus Three will decide
this, possibly as soon as
this year.

‘Pacificism’, on the
other hand, is a neologism
coined by Wesley. It
envelops the ‘free’ trading
Asian island countries,
which he says have large
constituencies that favour
the idea, in the embrace of
its strongest supporters,
Australia and the United
States. As well as being
awkward to pronounce,
Pacificism has no history,
although it sounds
suspiciously like a revival
of Southeast Asia Treaty
Organisation (SEATO)—
replacing France, Britain
and Pakistan with
Taiwan, Korea and
Singapore—with Japan
added as a key
participant. Wesley’s
assertion that Japan “has
become avowedly
Pacificist” is a reading of
the Hatoyama
government’s position
that is unsupported by
what we know at present.
Pll return to this further
on.

Despite unresolved
border issues and some
long-standing hatreds and
suspicions between Asian
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countries, improvements
in trade, cooperation and
communication are
evident and, significantly,
the region has been at
peace for 40 years. While
Pacificists may give the
United States’ Seventh
Fleet the credit for this, it
is at least equally
attributable to Asian
countries’ adherence to
the TAC, which binds
them (and Australia and
the US, by the way) not to
interfere in each other’s
internal affairs.

Australia is not the
United States, not even its
S1st state, and Asia is
Australia’s neighbourhood
in a way that it is not
America’s. Mutually
beneficial dealings of all
kinds have multiplied and
become so normal as to
be unremarkable. This
year, for the first time,
Australia will go to
Brussels for the Asia—
Europe Meeting (ASEM),
and on the Asian side.
What happens in Asia
matters in Australia.
Australia’s geographic
location and
complementarity in trade
with several Asian
countries have

contributed to its being
rescued economically
several times, first by
Japan, and then by the
Asian tigers. Then
Australia helped some

of them, and now owes its
survival of the global
economic crisis in large
measure to China.

China has grown to be
Australia’s biggest trading
partner; Chinese students
fill Australian universities
and migrate in large
numbers; and successive
governments have made
efforts to expand the
relationship between the
two countries. Yet ever
since Australia accepted
the reality of the People’s
Republic, its China policy
has worn a friendly mask
over a fearful face. As the
White Paper revealed,
China is the main target
of Australia’s defence
planning, as it is no doubt
of the intelligence
Australia shares with its
Western allies. But to be
dragged into an American
conflict with China would
be Australia’s worst
nightmare, as well as a
breach of the TAC.
Australia’s dilemma
received only a few lines



from Samuel Huntington,
but he was right to see
Australia as a “torn
country”.

Huntington wanted
Western civilisation,
Australia included, to
unite in a coming clash
with the Confucian and
Islamic civilisations.
Wesley has renamed this
“the rising Asian [sic|
challenge”. He now calls
the clash a duel between
Pacificism and Asianism.
But behind the mask, it
still sounds like contain-
ment of China to me.

The United States, even
under President Obama,
appears unable to contain
anything, including its
own overreach, and
remains bent on
prosecuting what Donald
Rumsfeld used to call
“perpetual war for
perpetual peace”. The
costs and benefits are for
Americans to measure.
Japan’s Secretary-General
Ichiro Ozawa believes the
US’s hegemony has only
two or three years left in
it, and recently took three
planeloads of influential
Japanese to Beijing,
presumably in preparation
for the change. Japan, far

from being “avowedly
Pacificist” as Wesley
claims, is realistically
keeping its options open.

Unlike the US—Japan
treaty, the Australia, New
Zealand, US Security
(ANZUS) treaty does not
oblige the US to defend
Australia, as successive
American leaders have
reminded us. Rudd has to
run a three-legged foreign
policy race, tied to the
United States alliance, the
multilateral system and
Asia. For these reasons,
Australia should closely
observe Japan’s

multidirectional strategies.

To narrow our options to

being on the United States
side of an Asianist—
Pacificist ‘duel’ is to go on
behaving as a dependent
Anglo-outpost or deputy
sheriff, fighting in our
allies’ wars and hoping for
their protection against
inscrutable hordes.
Nothing could be more
antiquated and less in

our interests.

Dr Alison Broinowski
Former Australian
diplomat, currently
Visiting Fellow at ANU
and a Senior Research
Fellow at the University of
Wollongong

Sydney, 11 March 2010

Pat’s America

Y
RULES, =
WOULD BE REWNED FROM

THE NUCLEAR TARGET LIST...

By Pat Oliphant

==
§
=
—
& =

I
']///



America at home

Recession road trip

When bard times hit, many Americans were forced to pack
up their troubles in search of work and a better future

By Christina Davidson

Economic news dominated
headlines in late 2008. The United States
government had taken over the ailing
Fannie Mae and Freddie Mac, which
together owned or guaranteed more than
half the US mortgage market. Lehman
Brothers had filed for bankruptcy
protection; the Federal Reserve was
propping up AIG with an $US85-billion
loan; Congress had allotted $700 billion
to an ambitious bailout program for the
banking industry; the stock market had
endured its worst week in 75 years and
mass layoffs were announced daily.

But it took the hungry faces of
one family for me to recognise the real
human struggle behind the business
headlines and statistics.

It was a chilly weekday in late
October 2008—an odd time for parents
to take two young children camping.
With a sporty Subaru and yuppie
outdoor gear, the family almost looked
ready for a photo shoot in the verdant
forests near Great Falls, Maryland. But
as my group hiked past their camp, I
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noticed their dirty fleeces and frayed
khakis, their faces tired and drawn.
They didn’t even acknowledge us and
we continued in silence, subdued by our
sudden realisation that this family was
not living in the woods for fun.

The memory of that family’s hollow
eyes, tattered clothes and desperation
haunted me. Within weeks I had
developed an obsession. America’s open
roads called.

During the Depression,
Franklin New  Deal
programs commissioned unemployed
writers and photographers to cross
the country documenting daily life.
Barack Obama’s stimulus program was
regrettably not as generous to creative
types, but The Atlantic magazine seized
on my idea to drive through 48 states
chronicling the human side of the year’s
biggest story.

Before embarking on the ‘Recession
Roadtrip’ in June 2009, my only
expectations related to mileage and
timeframe. But instead of four months

Great
Roosevelt’s



and 16,000 kilometres, the odometer
clicked through more than twice that
before I returned to Washington, DC at
year’s end.

The ‘Recession Roadtrip’” was
primarily to discover how ordinary
people were adapting to abrupt and
extraordinary upheaval. The simple
answer was: quite well.

During his early 19th-century
expedition  through the nascent
democracy, Alexis de Tocqueville noted
a distinctly response to
turmoil—an aspect of national character
I believe makes the United States well-
suited for vibrant recovery: “Born often
under another sky...the American has
no time to tie himself to anything, he
grows accustomed only to change, and

American

ends by regarding it as the natural state
of man. He feels the need of it; for the
instability...instead of meaning disaster
to him, seems to give birth only to
miracles all about him.”

Conceptually  rooted in the
transformative mythos of its unique
historical experience, American cultural
DNA inherits a high tolerance for
personal risk and an extraordinary
capacity for re-invention. On numerous
stops during my journey, I encountered
flesh-and-blood examples of this.

Pat Poole was laid off from his
construction job in April. Someone stole
his motorcycle in May. When I met the
49-year-old at a gas station on US Route
40 in eastern Utah, three dollars and
change represented his entire net worth.
Pat had been on the road for more than

a month, hitchhiking thousands of
miles from Sarasota, Florida, driven by
strangers and sustained by hopes that
he would find a more fertile job market
in Utah.

“Life is too short to be hung up
on bullshit,” Pat said, explaining his
unflappable exuberance. “If you’re not
waking up in the morning with a smile
on your face, then something’s wrong.
Who gives a shit if you’re driving
a Ford or a Ferrari? It still gets you
down the road.”

Facing bleak prospects in a poverty-
ridden neighbourhood of Phoenix, Rosa
Jurado packed up her four children to
start a new life in rural north-western
Arkansas, where unemployment was
running below the national average.

“If T could get a job cleaning
toilets...that’s what I would do,” said
Rosa. Fortunately, she landed an office
job. Now settled into a house with a big
yard on a quiet country road, Rosa’s
children fill their days with blueberries
and cartwheels, forgetting the gangs
and gunfire of the city.

Although Michael and Lisa Babins
had to walk away from their large Las
Vegas house, they found happiness in a
10-metre travel trailer outside Dallas,
Texas. Like many people I met, Michael
was grateful for lessons learned from
the recession.

“Iused to think I would buy a house,
pay it off, then retire in it,” he said.
“Now I wouldn’t even consider buying
another house...My father worked his
whole life to pay for his own prison. I



don’t want that.”

While T did meet some bitterly
cynical folks, they were a blessed
minority, and ironically, often had
suffered the least. Those who had lost
their jobs, retirement, savings, or homes
were the ones who said: “It could always
be worse.”

That kind of dogged positivism
was pervasive. One of the most upbeat
interviews was with an Idaho family
of six just recovered from nearly two
months  of Crystal
was halfway through a government-
subsidised six-week nursing certification
course. Robert was launching a software
package he had been programming for
two years. They were only a few days
into a new apartment after sleeping
in churches for six weeks. And they
couldn’t have been happier or more
optimistic.

When 1 reflect on the lessons
Pve taken away from the ‘Recession
Roadtrip’, I think of something Crystal
said and wonder if in the long term,
her view might represent a microcosm
of the national recovery experience:
“We’ve been able to re-build our lives
from the ground up. We’re cramped,
crowded, living on top of each other,
but we’re so happy...And we’re actually
glad the kids have had this experience.
We always taught that the material
things aren’t important, but now they’ve
actually learned through experience.
They’ve learned not to take anything
for granted...This is a lesson they will
take with them.” 2z

homelessness.
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Vision turns to
division

The election of Barack
Obama has had surprisingly

little impact on a nation
fixated on race

By Kevin Gaines

In 1886 R the African American
abolitionist and spokesman Frederick
Douglass published “The Future of the
Coloured Race,” an essay which held
that the biological assimilation of black
Americans was inevitable. The Negro,
in the parlance of the time, would
neither be annihilated nor expatriated,
nor would he “survive and flourish” as
a distinct and separate group. Instead,
“he will be absorbed, assimilated”
into the white majority, visible “in
the features of a blended race.” For
Douglass, this amalgamation was a fait
accompli, despite white protestations
against interracial intimacy.

Writing amid the codification of
a new system of racial segregation in
the south of the US, and soon after his
marriage to a white woman, Helen Pitts,



had angered many. Douglass’s vision of
racial comity through the biological
absorption of blacks and whites was
edgy, even transgressive. Still, it proved
no match for the white south’s concerted
assault on the political and social rights
of black people, which persisted until
the mid-1960s reforms of the civil rights
movement. In a manner reminiscent
of Douglass, since the 1990s advocates
of the multiracial movement have
looked to the growing population of
mixed race Americans, neither black
nor white, as evidence of racial progress.
First Tiger Woods, and now Barack
Obama, have embodied for many
Americans the solution to the nation’s
historical racial conflicts. Our black
or, as some prefer, biracial president
has become for many a symbol of
reconciliation and national unity.

Yet, just as Douglass had done in
his own time, the multiracial movement
exaggerates the extent to which the
post-civil rights increase of interracial
marriages and their mixed-race offspring
constitutes a solution to the problem of
racism. As critics of multiracial ideology
have noted, positive perceptions of
mixed-race people as less threatening are
often rooted in pejorative assumptions
about blacks as angry or inferior. In
other words, this idealised view of ‘bi-
racial’ people reinforces, rather than
challenges, prevailing notions of racial
difference, of white superiority and black
inferiority. The fascination with Obama
as a seemingly ‘raceless’ mediator, once
praised by a news presenter who gushed

after a major presidential speech, “For
an hour, I forgot he was black,” is a
far cry from the resentful perception in
some quarters of his wife, Michelle, as
an “angry black woman.” The belief
that a mixed race president heralds an
era of racial harmony seems not just
naive, but misguided.

Historically, black social advances
have often elicited white resistance
and backlash, as was the case when
public school districts throughout the
white South refused to comply with the
unanimous US Supreme Court decision
desegregating public education in 1954.
Undeniably, Obama’s election is a
source of hope for many Americans and
people the world over. But to others,
militant white nationalists who imagine
themselves as the true representatives of
the American people, Obama remains
a lightning rod for age-old fears and
hatreds.

A quick survey of public policy, the
market, employment, and citizenship,
the latter as through
Hannah Arendt’s formulation of “the
right to have rights”, belies assumptions
of racial progress among proponents
of multiracial ideology. For example,
the disproportionate imprisonment of
blacks since the ‘war on drugs’ of the
1980s and 1990s provides an example
of colour-blind policies with a divergent
racial impact. A recent book by Michelle
Alexander calls this forced migration
of millions from black communities
to prison facilities the new Jim Crow.
In states with felony disfranchisement

understood



laws, such as Florida, former convicts
are stripped of their voting rights. In
the historic 2000 presidential election,
Florida election officials purged tens of
thousands of law-abiding black citizens
from the voting rolls, claiming that their
names matched those of felons.

AFTER OBAMA

Recent studies show the wealth gap
between whites and blacks increasing.
For generations, blacks were subjected
to racial discrimination in mortgage
lending and residential segregation,
depriving them of opportunities for
wealth accumulation across generations
through home ownership. In recent
years, higher-income blacks remain
victims of discrimination by mortgage
lenders, often paying on average
substantially more for home loans than
their white counterparts. In addition,
college educated blacks on the job
market are finding it necessary to purge
their resumes of tell-tale signs of their
blackness to get a foot in the door and
a face-to-face interview. Some change
their names,
‘black’ monikers for something more
‘mainstream’. Or, they remove black-
themed job experiences or activities
altogether.

Interracial dating and biracial
offspring may suggest a softening of
the most violent racial prejudices of the
past (though, not long after Obama’s
inauguration a official
refused to grant a marriage licence
to a black man and a white woman).

exchanging putatively

Louisiana
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But a more significant barometer of
racial and social progress over time has
been increased access by women and
minorities to higher education, and the
expansion of opportunities for doctoral
and professional training among
those previously excluded groups.
The banning of affirmative action in
university admissions by referendum in
California and several other states has
dramatically reduced the number of
black students in the flagship institutions
of these states. Indeed, early this year
members of the shrinking population
of black students at the state’s San
Diego campus staged mass protests after
a series of incidents of racial hostility by
whites, suggesting that many see black
students as unwelcome members of the
university community, even after the
banning of affirmative action.

Conservatives detested president
Bill Clinton, but the presence of the
nation’s first black president has met
with an alarming escalation of hateful
and seditious speech. Republican elected
officials have abdicated the role of a loyal
opposition, allowing extremists who
refuse to believe Obama is a US citizen
(and therefore reject the legitimacy of
his office) speak for the party. When
the euphoria that attended his election
and inauguration had subsided, it
became clear that the nation remains
profoundly divided.

With the recent passage of landmark
national health insurance legislation
(despite the inflammatory rhetoric and
opposition of anti-tax conservatives),



Republicans seem to be channelling
the history of the US Civil War by
mounting defiant state campaigns to
resist federal law, and rallying behind
the incendiary race-baiting of broadcast
media identities who claim to represent
the will of the people, exhorting their
listeners to “take back” their country.
When, on the eve of the historic vote,
black and homosexual members of
Congress ran a gauntlet of opponents
of health care reform shouting racial
and homophobic epithets, the success
of attempts by right-wing talk hosts
and Republican officials to exploit
the economic insecurity of whites was
clear. The portrayal of health care
reform in racist terms by its opponents
as “reparations”, “civil rights”, or
“welfare” says a great deal about the
history of the conservative movement
over the last generation.

The barrage of invective greeting
the Obama Administration and its
agenda led to the resignation of Van
Jones, who had been a leading advisor
to the president for ‘green jobs’. Jones,
an African American, took an unusual
approach towards the man responsible
for his leaving the administration,
Fox News television talk show host,
Glenn Beck. Beck had made a number
of unsubstantiated allegations about
Jones, calling him a communist, among
other things. Accepting an award
from the National Association for
the Advancement of Coloured People
(NAACP) for his work in building a
green economy, Jones addressed Beck

as his “fellow countryman.” “I see you,
and I love you, brother. I love you and
you cannot do anything about it. Let’s be
one country. Let’s be one country. Let’s
get the job done.” Jones’s conciliatory
posture toward the polarising figure of
Beck represents a new pragmatism, an
awareness among younger activists that
even those whites who espouse racist
views can be disabused of them through
respectful engagement.

On the one hand, there are
advocates of multiracial ideology who
strangely believe that white racism
has been vanquished by interracial
intimacy in the boudoir. By extension,
the multiracialists imagine that the only
racists left are those African Americans
who question their attempts to distance
themselves politically and socially
from blacks. On the other hand,
Jones and other young activists insist
on the necessity of actively opposing
white racism, as a means of building
coalitions based on a public vision of
the common good. Jones and others
view anti-racist work as a means to
embrace the humanity and better angels
of their political adversaries. This
strategy is not simply an outgrowth of
the age of Obama. It hearkens back to
the vision of nonviolent social change
and redemptive  Christian
espoused during the US civil rights
movement by the likes of Martin
Luther King and James Baldwin,
and  recognises  the  profound
difference between amalgamation and
reconciliation. 4z

love,



Paradigm lost

American universities are changing their ways to keep abead

of their foreign competitors

By Sean Gallagher

Universities in the United
States have enjoyed global dominance
for more than half a century thanks to
their focus on research. In that time,
they have produced 50 per cent of the
world’s Nobel laureates but times
are changing.

The great recession of 2008-09
has put large holes in the finances of
both public and private universities
and Chinese universities are rapidly
catching up. And 21st-century issues,
from global health to climate change
are challenging the old ways of
university research.

In November last year, I spent a
month visiting nine US universities and
institutes from Harvard to Stanford,
interviewing 11 former and current
university presidents on the future of
higher education in the US. They all
said that the days of single-disciplinary
research—the 20th-century paradigm
of specialisation—were over.

At the heart of the change is the
onset of enormously complex global
issues, from food and water to energy
and security. The multidisciplinary
nature of these problems is driving
universities to move towards structures
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where  horizontal
platforms cut across
vertical lines.

Computer science and biology no
longer seem strange bedfellows but
rather essential partners. The same is
true for economics and engineering or
English and international relations.

Amid the pall cast by the global
America’s elite

interdisciplinary
traditional

recession, research
institutions are excited about taking
on the big challenges of the new
millennium. One president told me
unequivocally, “Any research university
that doesn’t have strong
disciplinary programs focused on most
of the problems of society is going
to be at a huge disadvantage in the
21st century.”

On the west coast, Bio-X at
Stanford University has introduced one
of the first large-scale initiatives in
interdisciplinary research, bringing
together under one roof a broad range
of scientific and engineering disciplines
in  biosciences research. Indiana
University’s new Innovation Centre
and the College of the Environment at
the University of Washington have
been two other inter-

inter-

exciting



disciplinary platforms. Indeed one
president said that all new research
space at his university would be
interdisciplinary-focused.

Interdisciplinary discussions are
even taking place at Harvard, America’s
top ivy-league university and arguably
the most discipline-focused institution
in world research.In 2006, a university-
wide committee reported to Harvard
president Derek Bok on how barriers
to collaboration in science and
engineering could be lowered.

Bok, the only two-time president
of Harvard, said, “The first thing that
struck me as really changing at Harvard
in the 15 years I wasn’t here was the
great interdisciplinary
interest among the faculty.”

In one of its buildings at Atkinson
Hall at the University of California,
San Diego (UCSD), a disciplinary soup
of researchers from across the natural
sciences, medicine, engineering and the
social sciences have come together to
tackle large-scale societal issues.

Virtual internet platforms likewise

increase in

connect multidisciplinary  research
teams at Calit2, where the new
paradigm for research is already
reaping breakthroughs. Machine-

perception researchers develop robots
to interact with young children to
reveal insights on how to improve
adult systems for human-robot
interaction.

New media artists and computer
scientists are  collaborating  on
opportunities for gaming and on-

demand publishing.

These high-tech environments are
natural playgrounds for tech-savvy
students, places where they can take
risks in exploring new interdisciplinary
terrain.

A former UC president said, “It is
the students who feel most comfortable
in dynamic multidimensional settings
where traditional faculty specialists—
even postdocs—find it difficult.”

Thereis strong financial motivation
for universities to chase the increasingly
focused dollar  with
interdisciplinary projects. With less
funding available from traditional
sources, some university presidents say
they are aggressively aligning their
universities to support interdisciplinary
research in order to exploit federal,
corporate and foundation funding.

For example, as part of the United
States federal investment in clean
energy, President Obamahascommitted
billions of dollars to develop “new
approaches to energy research and
investment in the next generation of
scientists and engineers.”

Having no leading research
programs in renewable energy is not
impeding the University of Oregon
System in positioning itself for federal
investment. The
determined to be a player in the new
clean energy economy, it aims to

research

university is SO

completely remove one of its
campuses from  the electricity
grid—an interdisciplinary platform

truly writ large. sz



Americ

ey

1
i LI

at large

No foreign news is good news

The domestic issues facing President Obama are hard,
but the foreign policy issues are even harder

By Stephen Krasner

A CBS/New York Times Poll
taken in February reports the following
responses to the question “What do you
think is the most important problem
facing this country today?”

Issue %
Economy/Jobs 52
Health care 13

Budget deficit/National debt 4
War/Iraq/Afghanistan

Big government/Bureaucracy 3

Defence/Military 2
Other 19
Unsure 4
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It’s clear from these figures that
the American electorate is focused on
domestic problems, not international
ones. And right now President Obama’s
domestic strategy is badly frayed.

The election of Scott Brown in
Massachusetts to Ted Kennedy’s seat
in January was not a fluke. With
unemployment remaining near 10
per cent and mortgage foreclosures
continuing to rise, and despite the
stimulus package, the electorate is not
sure how Obama’s policies have made
things better. The fact that fiscal and
monetary stimuli might have prevented
the economy from going off the cliff
wins the president no points.

Despite this rocky start, Obama
could still recover his rhetorical footing



and redefine the parameters of domestic
legislation debate in time for 2012. It is
not difficult to see how he could even
be re-elected again, especially if the
domestic economy starts to improve.

Foreign policy, however, is a much
greater challenge. While Obama’s
presidency could be wrecked by
foreign policy developments, it cannot
be redeemed by them. The chances
for success in the five major tests that
the administration confronts—North
Korea, Iran, Middle East peace,
Afghanistan/Pakistan and Iraq—range
from hard to next-to-impossible.
Prospects are no brighter with regard to
the four big issues of global governance:
climate change, financial sector reform,
macro-economic policy coordination
and transnational terrorism.

North Korea’s policies with
regard to nuclear weapons will not
change because of external pressure.
South Korea and China, the two
countries that could really pressure
North Korea, are more worried about
destabilisation than nuclear weapons.
Given its population of 22 million and
per capita income of below $US2000,
the collapse of the North Korean
regime would burden South Korea and
even China. Nevertheless, Kim Jong-II
and the small coterie around him could
possibly be bribed into policy change.
North  Korea’s weapons
policy is driven by regime choice, not
structural circumstances. The leaders
of North Korea could decide that they
would prefer more lobsters and easier

nuclear

access to the outside world to isolation
and nuclear weapons. The Six-Party
Talks could work.

Iraqg mightcontinue onareasonable
trajectory—limited some
form of electoral democracy, economic
growth, US withdrawal—but even if
it does, it will not enhance Obama’s
standing with the domestic electorate.
If anything, success or something
that could be called success in Iraq,
would validate the policies of the
Bush administration. But a better bet
would be that Iraq will be a military
dictatorship in five years’ time. Given
the institutional weakness of the
government and the continued focus
on building up Iraqg’s security forces,
the army will become the strongest
institution in the country. Assuming
the military would be prepared to keep
Iraq away from transnational terrorism
and to maintain a distance from Iran,
this might be a satisfactory, although
far from an ideal, outcome for the
US, and one that would not damage
Obama. If, however, Iraq descends
into violence or aligns itself with Tran,
the Obama Administration would
bear the cost.

violence,

IRAN

There is little doubt that Iran will
eventually get nuclear weapons. The
conditions that allowed nuclear weapons
to contribute to global stability during
the Cold war—secure second strike
capability, sophisticated organisational
control, non-millenarian foreign policy



objectives and unified government—
are all absent in Iran. Iran’s nuclear
weapons could be used purposefully—
to end the sinful domination of the
West or precipitate a crisis that would
rally the domestic population around
the regime—or inadvertently because
of poor command and control or hair-
trigger launch protocols designed to
respond to a first strike that might, or
might not, be real.

Despite the fact that
weapons in Iranian hands represents a
grave threat, Obama will not be able to
prevent this from happening. Sanctions
will only work if they are targeted
to convince the regime’s leaders that
they are more likely to survive if they
abandon rather than continue their
current nuclear trajectory. Such a
project would be difficult under any
conditions and the difficulty is amplified
by the reluctance of China and some
other countries to support stronger
sanctions. An attack against Iran by
the US or even Israel might be the best
course for long-run world peace, but
it would engulf the administration
and weaken its chances of success on
domestic issues. In the Middle East,
President Obama will not be able to
broker a peace deal. On the non-Israeli
side, the conditions are simply not
conductive: Palestine is divided; the
Palestinian Authority lacks authority
and capacity; and compromise with
Israel would de-legitimise Hamas in
the eyes of its own supporters. For
Israel, force has worked to end rocket

nuclear
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attacks from Lebanon, dramatically
reduce attacks from Gaza, and contain
suicide bombers from the West Bank.
On the other hand, compromise and
conciliation—Oslo, Camp David,
unilateral withdrawal from Lebanon
and Gaza—has failed. For the moment,
distrust between the two sides is high.
While active third-party engagement
by the US, the European Union, and
leading Arab states might produce a
peace deal, given the demands of his
domestic agenda, President Obama
will not take on such a role.

AFGHANISTAN

In the election campaign Obama
described the war in Afghanistan as a
war of necessity. By endorsing a March
2009 policy review and appointing
General Stanley McChrystal, he
locked himself, at least rhetorically,
into a counter-insurgency strategy. A
counter-insurgency strategy, however,
requires a political structure upon
which the components of effective
governance, including the military and
police, can be built. Afghanistan does
not have such a structure. The Karzai
government is not only corrupt, but
also incompetent.

The best hope for progress in
Afghanistan would be change in
Pakistan. The Pakistani military has,
since September 11, 2001, been both
the recipient of billions of dollars of US
aid and a major supporter of radical
groups in Afghanistan that have
been attacking NATO’s International



Security Assistance Force. That this
double game is now clear does not
mean that it will end. Still, the terrorist
attacks inside Pakistan may convince
the high command that Islamic radicals
are a greater threat to the security of
the state than India. Alas, it is all too
easy to imagine a nightmare scenario
in which the Pakistani state unravels
and nuclear weapons, or the state itself,
fall into the hands of Islamic radicals.

GAME CHANGE

Compared with any time before 1990,
great power relations are more peaceful
than they have ever been. Despite this
comity, it will be very difficult to make
progress on two of the four major
global public good issues, financial
sector reform and macro-economic
policy coordination and next to
impossible on the other two, climate
change and transnational terrorism.
The G-20 has established a Financial
Stability Board and Mutual Assessment
Process to look at financial sector
reform and macro-economic policy
coordination. There 1is agreement
among major financial centres in
some areas, such as regulating all the
financial institutions that could threaten
global stability and higher capital
requirements, but not all. Macro-
economic policy coordinationinvolving
both savings and exchange rates will
be more difficult but not impossible, if
only because, even ignoring domestic
political impediments, there is no
consensus on what the appropriate

policies ought to be. Moreover,
successful international coordination
of financial sector reform and macro-
economic policies can only help
Obama’s electoral chances indirectly,
by improving the performance of the
US economy.

With regard to the two other
global public goods issues—climate
change and transnational terrorism—
there is no opportunity for dramatic
progress. The 2009 climate change
conference produced a less than modest
outcome, the three page non-binding
Copenhagen Accord. There is no
consensus on how to understand or
address transnational terrorism, with
the European countries adopting a
criminal model and the US edging away
from a war model toward something
else, but what that something else
might be is not yet clear.

In his first year in office, Barack
Obama’s domestic accomplishments
were disappointing. The passage of
the health care bill, however, has
potentially given him the opportunity
to regain control of the domestic
agenda, pass additional legislation,
and ride the crest of an economic
recovery to in  2012.
Foreign developments, in contrast,
could wreck his administration—a
radicalised autocratic Iraq, a nuclear-
armed Iran, a collapsed Pakistan—but
they cannot save it. The only exception
would be another mega-terrorist
attack against the US—that would be
a game changer. 4z

re-election



Sayonara sailors

The US-Japan alliance has hit a midlife crisis, with squabbles
over where to relocate a military base and concerns that Tokyo

is flirting with Beijing

By Jeff Kingston

Yukio Hatoyama, the
relatively new prime minister of
Japan, surely rues his choice to modify
the 2006 bilateral agreement on
downsizing the US military presence in
Japan and relocation of the Futenma
Marine Corps Air Station. He has given
an anguished performance worthy of
Hamlet, zigzagging between alternative
sites while showing why critics insist
that he is in over his head and way too
indecisive. One TV pundit attributes
his puzzling performance to his studies
at Stanford University where he worked
on chaos theory. Hatoyama’s public
support ratings have imploded from 72
per cent last September to 33 per cent
as of early April. Public disenchantment
stems mostly from money scandals
involving him and Democratic Party
of Japan (DPJ]) Secretary, General
Ichiro Ozawa, but his mishandling
of the alliance, and dithering on the
base question, has also undermined
his credibility.

Hatoyama assumed that the
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Japanese fed up with the
highhanded way Washington deals
with Tokyo and the Liberal Democratic
Party’s obsequious kowtowing to US
demands while it dominated post-1955
politics. Perhaps they are, but given that
Japan is in a dangerous neighbourhood,
with North Korea less than 10 minutes
away as the missile flies, the US military
isn’t quite as unwelcome as some pundits
suggest. Hatoyama has discovered that
the public is not so keen about his more
assertive stance towards the US. Recent
polls suggest that 57 per cent of voters
oppose his Futenma base relocation
quest while only 5 per cent give him
high marks on this initiative.

To be fair, the US has not exactly
covered itself in glory either, with
Secretary of Defence Robert Gates,
blowing into town last October in
the role of Colonel Blimp, bellowing
‘my way or the highway’ and insisting
that it’s the best agreement possible
given the circumstances. Perhaps, but
not if you are from Okinawa where

were
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anti-base sentiments run high: only
12 per cent there wish to preserve the
military base status quo. Gate’s boorish
performance was counterproductive,
but at least served to demonstrate
Hatoyama’s point about US arrogance.

In contrast, Ambassador John
Roos has done an excellent job under
adverse circumstances, keeping a low
profile while rescuing the situation
from Pentagon’s blundering, opening
channels  of and
maintaining a level of cordiality and
trust to negotiations. His
stellar performance adds ammunition
to the argument of George Packard
in his recent article in Foreign Affairs
calling for reassertion of civilian control

communication

crucial

over US policy in Japan involving
military matters.

DIGGING IN

The Futenma dilemma began during
the DPJ’s campaign last summer when
it was wooing voters with a range of
promises. It has backtracked on a
number of these campaign pledges,
but decided it was worth drawing
a line in the sand at Nago where the
2006 Roadmap called for building an
offshore facility to accommodate the
Marine forces now using Futenma,
a noisy airbase compromised by its
location in a densely packed residential
area in Ginowan city. As part of the
agreement Tokyo will pay some $US6



billion for relocating 8000 Marines and
their dependents to Guam and building
facilities for them there.

The DPJ’s pledge to shift the base
outside of Okinawa resonated among
local voters. The problem is that the
US has grown accustomed to issuing
orders and never imagined that Japan
would suddenly expect to be treated
like other US allies. That was the first
mistake.

The second was when the Pentagon
overreacted to a
September by newly appointed Foreign
Minister Kazuo Okada who suggested
that a modified base relocation plan
would have to be decided on in 30
days. It was never going to happen, but
alarm bells went off in the Pentagon
and, rather than calmly coping with
the rhetorical posturing, the Pentagon
poured fuel onto the controversy by
loudly insisting that the Hatoyama
administration live up to the agreement.
Period. By doing so just as the new
government was finding its feet and
trying to establish some credibility,
the Pentagon inadvertently made it
more difficult for the DPJ] to find a
face-saving way to wiggle out of this
particular campaign promise. Thus,
Hatoyama finds himself in a lose-lose
situation since he can’t please both the
US and domestic supporters, especially
in Okinawa. This is a far cry from
the populist gesture he imagined
would bolster his credentials as a leader
and put bilateral relations on a more
even keel.

statement last
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Okinawan voters have complicated
this diplomatic tango by handing a
narrow victory earlier this year to the
anti-base candidate for mayor of Nago,
the proposed site of the new offshore
runway. Susumu Inamine eked out
a narrow victory with 17,950 votes,
only 1588 more than his opponent,
a drop in the ocean of 127 million
Japanese. Nevertheless, the Nago
plan is now politically radioactive and
both governments understand that this
option represents a dead-end and are
thus trying to cobble together Plan B
before the May deadline for reaching
a decision. The timetable for
relocation of Marines to Guam hangs
in the balance.

SHOWING RESPECT

After five decades of prolonged one-
party rule under the Liberal Democratic
Party (LDP),itisagoodsign for Japanese
democracy that voters have “thrown the
bums out of office”. The DPJ is making
the transition from opposition to ruling
party and will remain in power for at
least the next four years. The DPJ, in
reviewing bilateral security agreements,
is doing what any party would do in
its situation. In the Philippines, South
Korea and Europe, the US has adjusted
its military presence to changing
political realities and respected host
nation’s wishes. It is time for the US
to remember that it is a guest in Japan
and to act accordingly. The US should
agree to renegotiate the status of forces
agreement to address related tensions



and move with deliberate speed to
recalibrate its military presence in
line with mutual interests. Currently,
the DPJ, the Japanese media and
public are weighing the pros and cons
of the military alliance, and airing
longstanding grievances, a process that
is good for the alliance and consistent
with a healthy democracy.

While there have been some teething
problems in this process, ultimately it is
creating a much sounder foundation for
bilateral relations. Recent revelations
about secret pacts allowing US nuclear
weapons to transit Japanese waters
under a ‘don’t ask, don’t tell’ policy,
and reversion of Okinawa, were denied
by the LDP even after it no longer
mattered, exposing a web of deceit and
evasions that undermine public trust.
The alliance deserves better from both
governments and can only gain from the
Japanese people and their government’s
reassessing the nation’s security needs
and determining what is necessary
to meet those needs. In calling for
greater equality, Hatoyama should also
clarify what initiatives consistent with
achieving that objective he is willing
to undertake. On this point, as on
others, he has been extremely vague.

Under the Bush administration,
relations became skewed towards
security concerns. Thus the current
turbulence is a powerful reminder that
it is time to reinvigorate a broader
bilateral agenda beyond security ties
where there is considerable common
ground.

WRONG SIGNALS
The media has blown Japanese
overtures to China out of proportion,
suggesting signal some
fundamental reorientation of Tokyo’s
foreign policy to the detriment of US
interests in the region. This sort of zero-
sum thinking ignores the benefits of
improved relations between Beijing and
Tokyo that is in line with US interests in
cultivating China as a stakeholder in the
global system. Sino—Japanese relations
hit a nadir under prime minister
Junichiro Koizumi due to his repeated
visits to Yasukuni Shrine, ground
zero for an unrepentant view towards
Japan’s aggression in Asia between
1931 and 1945. Washington was not
pleased by Koizumi’s self-indulgent
provocations precisely because they
impeded improved bilateral relations.
Rescuing Sino-Japanese ties from
Koizumi’s negative legacy makes sense
because there are several smouldering
disputes to deal with and China is now
Japan’s largest trading partner and is
key to its economic future. It is mistaken
to read too much into this normalising
of relations or to assume that Tokyo
plans to downgrade relations with the
US. Japan shares more in common with
the US than with China and, despite a
warming of relations with Beijing, there
are fundamental differences in values
and competing strategic interests. The
rapid rise of China, its growing military
power and appetite for resources
mean that Japan is even more eager to
maintain good relations with the US. 2z

they may
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Duelling dynasties

Will Washington and Beijing choose mutual economic benefit
over political and ideological conflict? The jury is still out

By Michael Schuman

We all tb an we know how world history will play
out over the next 50 years. China, bursting with nationalistic
energy, will overtake the United States as the world’s largest
economy and dominant superpower. The US, burdened by debt,
stretched by imperial obligations and hamstrung by political
infighting, will continue its relentless and inevitable decline. If
the 20th century was the American Century, the 21st will be the
Chinese century.

I don’t doubt that China will eventually ascend to
superpower status. It’s already pretty close. But I also don’t
believe China’s rise will be as smooth or effortless as so many
analysts seem to believe. China is bound to suffer a few bumps
and bruises along the road to global greatness. When the US
was becoming a superpower, it passed through recessions,
setbacks, crises, panics, even a civil war. Why would China be
immune from similar ups and downs? China could be entering
such a rough patch right now, as it struggles with a property
bubble and potential damage to its banking sector caused by
the gargantuan stimulus plan Beijing implemented to combat
the Great Recession.

And the US, for all its flaws, isn’t likely to just hand the
world over to China and retire from the global scene. It will
fight to preserve its global influence and defend its interests.
The US remains the world’s unrivalled military power and its
largest and most innovative economy, a dynamic force capable
of attracting the best and brightest from around the world.
America has been counted down and out many times before but
has repeatedly defied the doomsayers. It’s not unreasonable to
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assume that the US will continue to find ways to adapt and compete. China’s rise
inherently means the US will undergo a relative economic and political decline, but
that doesn’t mean the US will cease to be a global power.

The next 50 years, therefore, will likely be a much more muddled and complex
era than the concept of a Chinese century suggests. It could very well be a time of
transition, when the world is dominated by two somewhat equally matched giants,
each attempting to pursue its own interests while striving to cope with the other. In
my opinion, the course of the coming decades will be determined not by China’s rise
alone, but by the relationship that emerges between a rising China and the US.

It is impossible to predict at this moment in 2010 which way this crucial
relationship will turn. Will it be one based on mutual respect and cooperation,
a partnership capable of resolving the world’s stickiest problems? Or will it
descend into distrust and discord, a new Cold War between two contending
powers with contradictory agendas and goals? The nature of US—China relations will
affect everything and everybody: the foreign policies of every nation in the world,
the structure of the global economy, and the resolution of pressing international
issues such as climate change and nuclear proliferation.

The early signs don’t look promising. In recent months, Washington and Beijing
have sparred over a wide range of issues: the value of China’s currency, trade, human
rights, internet freedom and regional security. Americans generally hold a negative
view of China, as a country that abuses dissidents and minorities, steals American
jobs, makes shoddy merchandise and gets ahead by flouting the rules of fair play in
international trade and business. Some of those perceptions are true; some are not.
But in international relations perception is often more important than reality. The
result is an emerging unease, even fear, among Americans about China’s rise.

Those jitters have been intensified by Beijing’s new assertiveness in world affairs.
China’s leaders have publicly questioned American economic policy, defiantly
ignored US opinion on, for example, China’s currency regime, and proffered reforms
to the US-led international financial system, such as the replacement of the dollar
as the world’s premier currency. More fundamentally, to American eyes, China
increasingly appears not just as an alternative centre of global power to the US,
but as an alternative economic, political and ideological system. Americans believe
capitalism and democracy are inseparable, and that their ideals of human rights
and personal freedoms are a universal good; China disagrees on both counts. To
Americans, China looks like a threat not just to US military, political and economic
dominance, but also to their vision of the world.

There is some unfortunate irony in the dismay felt in the US over a rising China,
since the China we know today is, to a great degree, a creation of deliberate US
policy. Washington’s Cold War-inspired decision to back the economic reforms of
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China’s Deng Xiaoping in the 1980s was a key turning point in modern history. By
opening up the rich US market to Chinese-made exports, Washington underpinned
the success of Deng’s market-oriented policies and jumpstarted China’s economic
miracle. China simply could not have alleviated poverty, built industry or gained its
current global economic position without the support of US politicians, businessmen,
consumers and investors. The US has also benefited greatly from a reformed China.
American firms were able to achieve huge gains in cost savings and productivity by
tapping China’s vast pool of low-cost labour. That allowed American consumers to
enjoy low prices for important consumer goods and an enhanced standard of living.
Over the past decade, the China-US relationship has become oddly symbiotic.
China has depended on exports to the US consumer to raise growth and incomes at
home. In return, the US has been aided by China’s reinvestment of its resulting trade
surpluses back into American assets such as government debt, which has supported
the value of the dollar and financed US deficits.

The result of 30 years of close economic ties is a significantly different
relationship between the world’s two great powers than the one that existed during
the Cold War of the 20th century. Unlike the US and the USSR which formed
contesting blocs that had hardly any economic connection, the economies—and
thus the destinies—of the US and China are so intertwined today that economists
have come to refer to the two countries in one word: Chimerica.

Here, in their shared economic interests, is where I hope the US and China
will find the common ground to forge a positive relationship for the future. The
fact is they have far more reason to cooperate than compete. The two nations need
to work together to reduce the huge imbalances their relationship has created:
excessive savings in China matched by excessive debt and spending in the US.
Despite China’s burgeoning bravado, it still requires American consumer spending,
corporate investment and technology to uplift the hundreds of millions of Chinese
still trapped in poverty and upgrade its industry to compete on a global scale.
The US, too, needs a growing and accessible China for its own economic future,
as a source of new customers and profits for American business.

Will Washington and Beijing choose to pursue mutual economic gain over
political and ideological conflict? So far, they have. Though their leaders give each
an occasional joust, the realities of their economic ties have generally resigned
their contests to the background. Both sides have tried to maintain cordial, if not
necessarily warm, relations. Yet I wonder if that can continue as the balance of
power between China and America continues to shift. Will the two great powers
find a way to share the top of the global power pyramid, or will they fight over
it? The answer to that question will determine whether the Chinese century is one
of prosperity or poverty. 4z
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Modern makeover

China is rapidly becoming the dominant superpower, but first
a little housekeeping is in order

By Shen Dingli

China is a rapidly rising power. Its confidence is up after
a continuous decade of spectacular economic growth. During
the eight years of the Bush administration, its economic output
quadrupled. Today it is the world’s No. 2 trading country and the
world’s No. 1 exporter. It possesses the largest foreign currency
reserves in the world. In the aftermath of the global financial
crisis, which saw the United States’s economy fall back, China
sees a ‘strategic opportunity’ to extend its lead.

After three decades of economic development at home,
China is shifting its hitherto low-key strategy of expanding its
interests and asserting its diplomatic influence abroad. All of
this will have profound implications for the region.

As China’s interests expand overseas, it will continue to
strengthen its military to protect these interests. There is a
debate going on now as to whether China should develop supply
lines for its navy or establish naval bases overseas. Although
the government is approaching this issue cautiously, there is no
question that it’s an issue China will have to address at some
stage. Such a development, if it ever came to pass, would be
based on three criteria: to protect China’s legitimate interests; to
further the interests of the host country; and to enhance regional
and international stability.

The idea of an overseas Chinese naval base and the growth
of its military strength shouldn’t alarm the world. Instead, it
should be viewed as a source of regional stability.
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China’s defence spending has been growing over the past decades. The latest
defence budget of the People’s Liberation Army (PLA) has reached $US78bn, only
11 per cent of that of the US. But the PLA budget has maintained a double-digit
percentage increase for nearly two decades, rising at 13-18 per cent for the last 10
years, excluding 2010. If it can sustain this trend for several more years, it could
rise up to $US300bn, on par with that of the US in 2000. By the late 2010s, with
purchasing power parity (PPP) taken into consideration, China’s defence spending
could even match what the US spent in 2008.

As a result of this spending hike, the PLA is becoming more modern and
professional. China’s second artillery force, for instance, can now execute an inter-
continental nuclear strike. In addition, China is modernising the sea-launched leg of
its nuclear triad. While conventional missiles constitute China’s backbone force (with
both anti-ship and anti-ballistic missile interception capability), it is also developing
a space program. Currently, it is deploying a Compass (beidou) navigation and
guidance system, and has already demonstrated an anti-satellite (ASAT) warfare
capacity. Meanwhile, the world is watching as China develops its blue-water navy
and information warfare capabilities.

China’s economic and defence spending is complemented by its investment in
education, science and technology. Over the last three decades, China has doubled
its number of universities and colleges, from 1000 to over 2000. At any given time,
China has more than 30 million students attending institutions of higher learning.
The government has plans to increase higher-education participation to 40 per
cent of its young people in 2020 and 80 per cent by 2050. This would make it an
education powerhouse.

As China has been rising, so has its international standing and influence. China
has played a vital role in stabilising the world economy in the aftermath of the
global financial crisis of 2008-09. It has hosted all Six-Party Talks on North Korea’s
nuclear weapons program. Among the permanent five countries (P5) of the United
Nations Security Council, China has contributed the most peacekeepers to UN
missions. Within three hours of the recent earthquake in Haiti—a country with
which Beijing has no official diplomatic relationship—a Chinese rescue team was
airborne on its way to Port-au-Prince.

For better or for worse, China is becoming a crucial actor in world affairs.
For example, it was Chinese pressure that succeeded in persuading the Sudanese
leadership to allow African Union troops into Darfur to act as a peacekeeping force.
In Myanmar, China has continued to advise the military government to keep its doors
open to the outside world. At the UN Climate Change Summit in Copenhagen last
year, China and the United States’ failure to find a mutually acceptable agreement
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on CO2 emission led to the disappointing outcome, illustrating how crucial China’s
role in international affairs has become.

Even as China is playing a greater role in world affairs, the international
community is expecting China to shoulder a greater share of responsibility, one
that is commensurate with its growing power and clout. China is expected to do
more to maintain security and trade in the region and beyond. In the area of nuclear
proliferation, China is expected to use its traditional links with Pyongyang and
Tehran to help moderate their nuclear ambitions. Even in the pirate-infested Gulf of
Aden, Chinese naval fleets are keeping the sea lane free from piracy.

What the world expects of China is also what China expects of itself. China
wants to be seen as a responsible actor on the international stage and has initiated
and implemented policies to help stabilise regional crises in Northeast Asia, South
Asia, Central Asia and the Middle East. At the same time, China is conscious that
it is still a poor country that requires resources to maintain economic development
at home. As a result, it has to strike a balance of responsibilities: responsibility for
internal development as well as the international order.

Despite these expectations, China’s ability to live up to its role as a responsible
‘global citizen’ is limited by certain realities.

First, there’s the ideology. China maintains that it doesn’t interfere in the affairs
of other nations. By that yardstick, other countries shouldn’t interfere in its affairs.
It has shown an unwillingness to attach strings to external economic ties, whether
in its relations with its traditional trading partners or the resource-rich ones. This
ideological baggage is one the West has trouble coming to terms with. When China
goes to the Middle East, Africa and Latin America in search of energy and minerals,
its so-called ‘non-intervention’ policy is met with resistance by local politicians and
criticised by the West as a form of neo-colonialism.

At home, Beijing faces daunting challenges on the economic front. The recent
financial crisis has exposed China’s vulnerable spots—its over-reliance on exports
and its weak domestic economy. China’s development model—based on high
exports—is dependent on cheap labour and exploitation of the natural environment.
Changing this won’t be easy. China still has some 150 million people (mainly from
rural areas) who live on $1 per day (the UN definition of the poverty line). This
represents an untapped labour force which companies are keen to exploit. But China
needs to move away from this development model, to increase its levels of domestic
consumption and develop homegrown technology and innovation.

China needs to restructure its economy from a labour-intensive one to a
technology-driven one. Already it is making moves in this direction. It has launched
its own version of jumbo civilian aircraft, which is expected to enter into service in



the next decade. China is also leading the way in environmentally friendly goods
and services. It is also fast improving its energy efficiency and moving toward clean
coal and hydrogen, solar, nuclear and other sustainable sources of energy. Presently
China houses the leading research centres in inertial confinement fusion (ICF)
technology. If it succeeds in making this fusion energy commercially viable, it has
the potential to meet the world’s energy demands.

Although China’s development model has contributed to its prosperity, it has
also brought catastrophic environmental damage. Due to an inefficient use of energy,
China has been burning far more energy to fuel its economy than most industrialised
societies. As China’s primary source of energy is the burning of low-quality coal, its
rapid industrialisation has come at a dreadful cost to the environment, resulting
in environmental and ecological degradation, and concomitant problems in public
health and social stability.

China is also facing an ever-severe shortage of clean water in its coastal areas
and most of its population centres. The severe drought in China’s south-west—
described as the worst drought for a century, affecting more than 60 million people
and destroying billions of dollars worth of crops—is evidence of the crisis. Securing
access to resources such as water will remain a challenge for China, especially
since it shares borders with neighbouring countries all competing for the same
scarce resource.

China’s transformation from communist autarkic state to major global power
has been the result of its economic performance. But as economics and politics are
intrinsically intertwined, keeping them in separate compartments could lead to
a major mismatch between China’s economic infrastructure and political
superstructure. For instance, rampant corruption, social injustices, disparity between
the city and the country, and unequal distribution of wealth, could lead to internal
instability and division.

Although other nations face secessionist problems, China’s case is both unique
and acute. China faces the persistent threat of independence from Taiwan, Tibet
and Xinjiang. For decades now the US has meddled in these issues. On Taiwan it
continues to arm the country (the recent announcement of a weapons sale to Taiwan
is a case in point), to pursue what it calls a balance of power across the Taiwan
Straits. On Tibet, US presidents, including the present one, continue to meet with
the Dalai Lama at the White House.

China’s road to global power status starts from its periphery. Building trustful
and peaceful relationships with its neighbours gives China the security to focus on
its domestic policies. While China is adapting to the changing international order, it
is also reshaping that order. Countries in the Asia-Pacific region need to adapt to this
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fact. This is a process that will take time and may prove difficult.

As China shares international borders with 20 countries, nine of which it is
embroiled in territorial disputes with, it has launched various confidence-building
measures to smooth out relations with its neighbours. It has worked out an agreement
with the Association of Southeast Asian Nations to peacefully handle maritime
disputes without resorting to the use of force. With India, it has agreed to maintain
peace and tranquility in the disputed territories. Despite political differences with
Taiwan, Beijing has initiated the Economic Cooperation Framework Agreement to
facilitate freer trade across the Straits. Beijing believes that economic integration will
enhance mutual trust and responsibility.

As mentioned previously, China has played a pivotal role in devising a Six-Party
Talks framework so as to offer North Korea with a viable security alternative in
return for abandoning its nuclear program. China has worked with its neighbours
in South and Central Asia to tackle trans-border terrorism, separatism and
extremism in the region. Along with Russia, Kazakhstan, Uzbekistan, Kyrgyzstan
and Tajikistan, China has strengthened the Shanghai Cooperation Organisation as
a forum for regional dialogue and cooperation. In recent times, Beijing has been
concerned by instability in the region caused by the war in Afghanistan. China’s
approach is to work with the Afghan government, to train its security forces and
develop its economy.

China’s peaceful rise and the dividends this is yielding are having an effect in
the region. The US and Asia-Pacific nations are now inclined to see China’s rise an
opportunity for their countries. As a result, US allies such as Japan are readjusting
their political relationships with Beijing and Washington. This is not say that the
US—Japan alliance is waning, but China’s peaceful development is rendering one of
the most important security alliances in the region less necessary. Other US allies
in the region, South Korea, Australia and Singapore, are also building trusting
partnerships with China.

Last year, the Australian Defence White Paper expressed concerns about China’s
military build-up. It called on China to increase transparency over its defence capacity
and intentions. Such advice is welcomed, as it will facilitate a more trustworthy
relationship between Beijing and the rest of the world. It is expected that as China
grows more confident it will become more transparent with its defence programs.

The rise of China presents particular challenges to the US, which fears that the
age of its dominance might come to an end. This scenario is unlikely in the short
term. Although China’s economic output might pass Japan’s some time this year, its
per capita output is still 8 per cent of the US’s and 10 per cent of Japan’s. Barring a
major catastrophe in the years ahead, it is likely China’s economy would overtake



the US in one or two decades’ time. But for this to happen, China has to fix many
of its problems.

Although some commentators have dubbed the growing partnership between
Beijing and Washington ‘G2’, China rejects the term. On the one hand, Beijing and
Washington are expanding their cooperation and collaborating on issues such as
the global economy, nuclear non-proliferation, anti-terrorism, education exchange,
clean energy development and regional security circumstances. But on the other
hand, they are still suspicious of each other’s strategic intentions, and this situation
won’t change for some time yet.

Witness recent events, for example: a month after President Obama visited China
last November, the two countries have been at loggerheads over climate change,
exchange rates, the Dalai Lama and arms sales to Taiwan. At the climate change
summit in Copenhagen, China dispatched a vice-minister level official to a leaders’
meeting, and according to media reports, that official berated President Obama. In
recent months the two countries have also quarrelled over information censorship
and internet hacking. All these issues and incidents indicate that the bridging of
values and interests between the two countries remains a long way off.

For quite some time into the future, China and the US will continue to maintain
vastly different political institutions. Both countries need to accept this fact and not
to aspire to change the other’s political systems. While China is pragmatic about
this, the US remains idealistic, and is prone to measure others against its own values.
But China is a lot more confident than it used to be, and is better able to deal with
this problem.

To try to influence China’s peaceful rise is no longer the right option for the
US. Arming Taiwan to achieve a balance of power in the Straits doesn’t enhance
security; it only encourages an arms race which Taiwan cannot win. By showing
hostility towards Beijing, the US not only shows disrespect to the Chinese people, it
also retards the move towards good governance and institutional reforms. Although
the US says it welcomes “a strong, prosperous, and successful China that plays a
greater global role,” it needs to move beyond the rhetoric.

Both the US and China are playing to best protect their respective national
interests, and if they interact well, the world will prosper as a result. So itis in everyone’s
interest that both sides establish ways and mechanisms to manage their economic
and diplomatic tensions. While Beijing needs more US respect for its core interests
(Taiwan, Tibet and currency exchange rates), it should also take care of more
legitimate US interests (anti-terrorism in Afghanistan, nuclear issues of North Korea
and Iran and the financial crisis). President Hu’s participation in the Nuclear Security
Summit sent a message that China sees multilateral cooperation as a means to
enhance bilateral trust between the two countries.
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Since the late 1970s, China has made spectacular progress. Apart from the
economic and political achievements, there have been other notable milestones, like
the building of the world’s highest railway link to Tibet, the first Chinese spacewalk
by the taikonauts, the Beijing Olympics and the recent opening of the World Expo
in Shanghai.

Continuing along this trajectory is not beyond China. By the middle of the 21st
century, China expects to become a respected superpower. But before then, China
needs to continue its political reforms, particularly in the areas of governmental
accountability and social justice. Modernising China’s political institutions doesn’t
have to mean overturning the political order; it is a matter of building good
governance and strengthening the constitution into the present order. So as to
achieve these objectives, it is imperative that there is greater public participation
and representation in the affairs of the state. There should be a move towards a
more professional law-making apparatus, a more independent judicial system, more
checks and balances in the democratic structure and a freer press.

China’s rise will inevitably alter the global balance of power. With greater power
comes greater influence. Not only will China have a bigger say in the UN or the G20,
its share of influence on the World Bank and International Monetary Fund will also
increase. Having successfully launched the Shanghai Cooperation Organisation,
China could also conceive and launch more regional or global initiatives.

China’s rise can only be peaceful, as its rise is dependent on the multilateral
order of international cooperation, on the global market with free and easy access to
foreign capital, technology and export markets. Such interdependence with the rest
of the world requires both a peaceful environment at home and making concessions
on absolute sovereignty abroad. 2z
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The China complex

China is widely blamed for its role in the global financial crisis
and even for high unemployment in America, but the criticism
may not be entirely justified

By Stephen S. Roach

The contrast between the world’s two most
important economies couldn’t be sharper—the ascendancy of
China versus the potential decline of the United States. The
possibility of such an about-face does not sit well in Washington,
where China bashing is on the rise once again. But this time,
unlike earlier years, it may involve more than just words. In
an era of acute labour market distress, the US could well ‘up
the ante’ and resort to outright trade sanctions. Beijing would
undoubtedly retaliate, setting in motion a dangerous chain of
events that could quickly imperil the post-crisis world.

America’s fixation over China has not come out of thin air.
Jonathan Spence, Yale’s legendary Sinologist, has suggested that
it has deep psychological roots. In The Chan’s Great Continent
(1999), Spence argues that since the time of Marco Polo in the
13th century, the West has had a consistent knack for seeing
China through the same lens as it sees itself. This bias is painfully
evident today. Consistent with Spence’s thesis, the US is blaming
China for problems that are largely self-inflicted.

This saddens me. As an American living in Asia, I can
appreciate both sides of this dispute. While serving as Morgan
Stanley’s chief economist, I had long warned of the mounting
dangers of a bubble-prone US economy—a saving-short nation
that had become increasingly dependent on Asian saving to
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perpetuate a reckless over-consumption. As a resident of Asia these past three years,
I have found a region that still clings to an export-led growth model that, ironically,
is very much dependent on the same over-extended American consumer. The Crisis
and the Great Recession of 2008-09 shattered dreams in both the West and the East.
And now the US and China both need to pick up the pieces—before it is too late.

America faces many tough problems in the early 21st century. But none seem as
painfully intractable as those bearing down on US workers. A productivity paradox
is at the heart of the problem. Despite a doubling of trend productivity growth over
the past 15 years—with 2.7 per cent average annual gains since 19935, representing
a stunning turnaround from the anemic 1.4 per cent pace over the 1973 to 1995
period—worker pay has continued to lag. Gains in inflation-adjusted compensation
per hour (wages plus benefits) have averaged only 1.6 per cent since 1995—fully one
percentage point less than productivity growth over the same time frame.

This outcome violates one of the most basic tenets of economics—that workers
are eventually rewarded in accordance with their marginal productivity contribution.
The Great Recession of 2008-09 has added insult to injury—pushing the official
unemployment rate up to 10 per cent and more comprehensive measures of labour
market slack into the high teens. Little wonder that American workers are feeling
more disenfranchised today than at any point in the post-World War II era.

Curiously, China is being singled out as a major culprit behind this tough set of
circumstances. At work, goes the argument, are the external pressures of a huge US
trade deficit—the most visible manifestation of ever-increasing foreign penetration
into the US’ vast domestic markets. Since China accounts for the biggest bilateral
piece of the US foreign trade deficit—some 39 per cent of the total trade gap in
2008-09—it is also judged as responsible for a disproportionate share of the
forces bearing down on the compensation and jobs of US workers. The verdict is
typically sealed by the claim that these pressures are an outgrowth of a deliberately
undervalued renminbi—supporting charges of a currency manipulation that breaks
the rules of a just globalisation. A growing bipartisan coalition in the US Congress
demands consequences for these violations: either a reversal of Beijing’s currency
policy, or punitive trade sanctions.

China would undoubtedly retaliate to any such actions, pushing the world
to the brink of a very slippery slope. But, now, there is hope that an imminent
confrontation can be avoided. The US Treasury has sidestepped an April 15 date
of reckoning on the currency manipulation issue by delaying its biannual foreign
exchange report. With any luck, this provides a breathing period that will allow both
sides to stand down. Even so, the politics of US labour market distress are likely to
endure for the foreseeable future. At the same time, any Chinese currency move is
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likely to be modest, at best. Consequently, notwithstanding the sensible cooling-off
efforts by the US Treasury, there is still a distinct possibility that Washington could
opt for anti-China trade sanctions.

Yet there is even more to the blame game. China has also been chastised for
playing a leading role in causing the Great Crisis of 2008-09. As the world’s largest
surplus saver, China’s purported mercantilist policies have required it to recycle a
disproportionate share of its $2.4 trillion reservoir of foreign exchange reserves
back into dollar-based assets. None other than two successive Fed chairmen, Alan
Greenspan and Ben Bernanke, have blamed this so-called surplus saving glut for
the bubbles in asset and credit markets that, when they finally burst, nearly pushed
the world into the abyss in late 2008. According to that line of reasoning, China
also deserves part of the blame for the Great Recession and its concomitant spike in
unemployment. In short, the ‘China problem’ has pushed some of the most serious
hot buttons in the wounded American psyche. It has become a full-blown cause
célebre in Washington political circles.

While these arguments are both emotionally appealing and politically expedient,
they suffer from two fatal flaws. First, the US does not have a bilateral trade problem
with China. It has a saving problem that has a spawned a multilateral trade deficit.
Indeed, the US had trade shortfalls with over 90 countries in 2008-09. This is a
direct by-product of one of the classic stress points of macroeconomics: saving-
short nations are in a serious bind if they wish to keep growing. In order to do so,
they must import surplus saving from abroad—and run current account and multi-
lateral trade deficits to attract the foreign capital.

America’s sad saving record speaks for itself in that regard. The net national
saving rate—the sum total of depreciation-adjusted saving by households, businesses
and the government sector—has averaged just 2.4 per cent of national income since
2001. Moreover, reflecting a gaping federal budget deficit, domestic saving plunged
into negative territory in mid-2008 and fell to an astonishing -2.5 per cent of national
income in 2009. That’s a record low for the US—and most likely a record low for
any leading world power in modern history.

With such an unprecedented shortfall in its overall saving position, large US
current account and trade deficits are unavoidable. Yes, China represents the biggest
bilateral piece of this multilateral imbalance. But there is good reason to believe
that this reflects the conscious outsourcing decisions of US multinationals, as well
as strong preference by US consumers for low-cost goods made in China. Yet China
bashers choose, instead, to blame it on Beijing.

The counter-factual argument does not support this claim. If the value of the
Chinese currency were higher, a persistently saving-short US economy would still be



facing a large multilateral trade deficit. It is possible that the Chinese piece would
be smaller, but, unless the US miraculously starts saving again—highly unlikely in
an era of trillion-dollar budget deficits—that would then require the non-Chinese
piece to be larger. It would be like managing the deck chairs on the Titanic! Again,
this is not a China problem. It reflects, instead, the painfully visible manifestations
of America’s chronic saving problem.

A similar convoluted logic lies behind the second line of argumentation that
inflames America’s China bashers—the global-saving glut explanation of the Great
Crisis and subsequent recession. Can Chinese savers and their ever-increasing
purchases of dollar-denominated assets truly be blamed for a decade of America’s
homegrown excesses that finally culminated in a wrenching crisis?

Hardly. Purchases of dollar-based assets by the world’s surplus savers probably
did contribute to keeping US interest rates somewhat lower than might have
otherwise been the case. And low interest rates certainly were a significant prop to
the multiplicity of asset and credit bubbles that nearly brought the world down. But
China’s role in all this seems seriously overblown. Foreign demand for US securities
remains dwarfed by purchases of domestic investors; over the 1997 to 2008 period,
domestic buying accounted for fully 70 per cent of the incremental flows into US
financial securities. While Chinese purchases of dollar-denominated assets have been
growing rapidly, they still amount to less than 15 per cent of total foreign holdings
of US securities.

In the end, no one has a greater say over US interest rates than the Federal
Reserve. Despite its protestations, the Fed had every opportunity to lean against
a steady stream of asset and credit bubbles—irrespective of whether the demand
for such assets came from foreign or domestic sources. Yet it repeatedly chose not
do so—arguing that monetary policy was too blunt an instrument to deal with
asset bubbles and that the central bank could always move in to clean up the mess
later. Moreover, in condoning the transition to an asset-based saving mindset, the
Fed was perfectly content to let bubble-dependent US households squander their
income-based saving—a key factor behind the shortfall of overall domestic saving
that led to America’s large current account deficit. A painful squaring of the circle is
unavoidable here: for every deficit there must be a surplus on the other side of the
international accounting ledger. Should China and the rest of Asia’s surplus savers
be chastised for the excesses of America’s reckless asset-based savers?

With the benefit of hindsight, we now know that both Greenspan and Bernanke
were wrong in assigning a passive role to monetary policy in dealing with asset
bubbles and the imbalances they spawned in the real economy. Drawing support
from an ideologically driven penchant for self-regulation, the Fed, in fact, wrote the
book on bubble-prone central banking. Steeped in denial over their own culpability,
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the two Fed chairmen were far too willing to single out the East in marshalling the
global-saving glut excuse for the bubbles that ended up defining the ‘Era of Froth’.
Does China deserve blame for such egregious policy blunders?

China is a modern-day miracle. It has delivered 30 years of spectacular
GDP growth and poverty reduction—unprecedented in the annals of economic
development. The export machine has long been at the core of China’s development
miracle. The export share of Chinese GDP went up seven-fold over the past 30
years—from 5 per cent in 1979 to 36 per cent in 2007. The Chinese export machine
was built on the foundation of a powerful investment impetus that spurred sharp
increases in manufacturing capacity, supply-chain infrastructure and modern port
and air shipping terminals. Collectively, exports and fixed investment accounted for
a highly disproportionate share of China’s GDP growth over the past three decades.
In 1979, these two sectors comprised 34 per cent of Chinese GDP; by 2007, their
combined share had more than doubled to 75 per cent.

As fate would have it, there is often a serendipitous element to economic
development. The export tilt to China’s macro structure came at a most fortuitous
moment. China’s accession to WTO in 2001 granted it insider status to a new
wave of globalisation. That wave turned out to be far more powerful than anyone
expected. World trade exploded from 24 per cent of global GDP in 2001 to a record
32 per cent in 2008. At the same time, China turned up the dials on its export
machine—increasing the export share of its GDP from 20 per cent to 36 per cent
over the 2000 to 2007 period. The Chinese export boom that ensued was strong
enough to push average GDP growth up to 12 per cent over the 2005-07 interval.

Seared by memories of the Asian financial crisis of the late 1990s, China did not
want to rely on fickle inflows of foreign capital to finance the expansion of its export
platform. High domestic saving, as well as a stable currency, became key ingredients
of this powerful strain of export-led growth. The anchor of a stable currency and a
huge reservoir of foreign exchange reserves took on added importance for a nation
with an embryonic financial system—providing China with strong defences to deal
with the vicissitudes of sharp fluctuations on foreign exchange rates, such as those
which wreaked havoc on most Asian economies and their financial systems in the
late 1990s.

Foreign direct investment was also a critical element of China’s export-led
growth model. Beginning with Shenzhen, Shantou, Zhuhai, Xiamen and Hainan
in the early 1980s, the Chinese government established a large network of special
economic incentive zones in the coastal region that drew support from tax breaks
to foreign investors, modern infrastructure and unlimited access to low-cost labour
and new technology. Foreign multinationals were quick to take advantage of



these opportunities—not just to exploit the offshore efficiency opportunities of an
extraordinarily attractive labour-cost arbitrage but also to gain a toehold into the
world’s most populous market.

As a result, the rapid expansion of Chinese subsidiaries of foreign multinationals
played a key role in driving China’s export miracle. Over the decade ending in 2009,
exports of foreign-funded enterprises (FFE) accounted for fully 60 per cent of the
cumulative growth of total Chinese exports. Far from representing an indigenous
threat by newly emerging Chinese companies, a disproportionate share of the
Chinese export boom was, in fact, sponsored by foreign companies. The lines
of distinction for those responsible for the Chinese export miracle have become
increasingly blurred between ‘us and them’.

The benefits of this foreign-funded export boom were shared by Chinese
workers, as well as by Western consumers and businesses. Employment growth in
FFEs averaged 15 per cent per annum over the 2002-08 period—over four times the
3.4 per cent trend growth of China’s total urban employment over the same period.
And the sharply expanded availability of low-cost, increasingly high-quality goods
made and assembled in China not only represented critical efficiency solutions for
high-cost manufacturers in the developed world but were also an important source
of expanded purchasing power for the West’s large population of hard-pressed
consumers. It was an outcome that seemed to fit the win-win script of globalisation
to a tee.

Notwiths tanding the extraordinary success of the export-led development
boom, the Chinese growth model has now come up against two critical sets of
constraints: internal and external. For China, these constraints must be taken as
serious challenges to the sustainability of its growth miracle in the years ahead.

The internal constraints stem largely from the negative side effects of China’s
increasingly unbalanced macro structure. While exports and investment surged to
75 per cent of Chinese GDP over the past 30 years, the internal private consumption
share plunged to 35 per cent over that same period. This depicts an economy that
is driven much more by supply—exports and investment-led expansion of domestic
production capacity—than by the self-sustaining demand of Chinese consumers.
Despite the enormous infrastructure and investment requirements of any large
developing economy, not even China can sustain such an outsize supply—demand
imbalance in perpetuity.

But there are more immediate sustainability constraints. At the top of the list is
a jobs problem. Over the 2000-08 period, China was Asia’s leader in terms of GDP
growth (10 per cent per annum) but its laggard in terms of employment growth (0.9
per cent per annum). With manufacturing productivity strategies long premised on
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capital-labour substitution, the Chinese economy has an unmistakable bias toward
labour-saving growth.

This gets to the crux of China’s toughest challenge. Social stability has long
been China’s ultimate tripwire. Job creation is the glue that holds the system
together—specifically, enough job creation to absorb the job-seeking portion of an
enormous reservoir of surplus Chinese labour. The nation’s leadership will literally
do everything in its power to avoid a shortfall in employment growth that could
lead to an outbreak of mounting unemployment that might trigger a destabilising
social backlash.

This value proposition poses a unique set of problems for the labour-saving
manufacturing model that has long dominated Chinese economic development. In
particular, it means that China must churn out excessively rapid GDP growth in
order to create the jobs necessary to maintain full employment and social stability.
Unfortunately, that also spells serious trouble for a Chinese economy that is a very
inefficient user of energy and other natural resources. Excessive GDP growth, in this
instance, has led to the increasingly serious problems of environmental degradation
and pollution.

Notwithstanding these tough side-effects, China is having a hard time coming to
grips with the need to break away from the labour-saving, resource-intensive, export-
led growth model. Such inertia is understandable. The time-honoured formula of the
past 30 years has delivered spectacular top-down results in terms of sharply rising
per-capita GDP growth. The very palpable fear of losing that momentum makes the
Chinese leadership reluctant to opt for a different approach.

The external shock of the Great Crisis of 2008-09 could well break that inertia.
With the over-extended, bubble-dependent American consumer likely to be in a post-
crisis retrenchment for years to come, and with long sluggish European consumers
unlikely to fill the void, China’s once unstoppable export machine now faces an
entirely new set of constraints. Such a post-crisis slowdown in global demand poses
enormous challenges to export-led Chinese economic growth.

In short, the Great Crisis is China’s wake-up call. It puts a new and very
important set of external pressures on the Chinese economy—pressures that are
at odds with the underpinnings of the model that has worked so well over the past
30 years. It provides great incentive for China to shift to a new model—one driven
much more by the internal demand of its 1.3 billion consumers than by the external
demand of shell-shocked Western consumers.

There is, unfortunately, more to China’s external demand shock than subdued
consumption growth in the US and Europe. Also at work are the mounting risks of
trade frictions and protectionism, especially those made in Washington. For China,
the moral high ground is no consolation to the reality of the growing drumbeat of



bipartisan China bashing in the halls of the US Congress. Chinese leaders cannot
afford to be complacent in ignoring these risks.

China’s export-led successes—it recently surpassed Germany as the largest
exporter in the world—means that it has long had to contend with pushback from
the West. But the politics of this external pushback are entirely different in today’s
post-crisis era than they have been in the past. Over the 2005-07 period, the US
Congress introduced 45 separate pieces of anti-China trade legislation. None of
them passed. The reason: America’s unemployment rate averaged just 4.7 per cent
over that three-year period. Today, with the US jobless rate easily twice that, the
politics of China bashing has been cast in a very different light.

There is no quick fix for the post-crisis world. Unfortunately, that means
that US—China trade tensions are likely to persist for years to come. Over time,
structural rebalancing is necessary for both economies. For the US, that means less
consumption and more savings—with the bulk of that saving being recycled into
investments in infrastructure, export capacity, alternative energy technologies, and
human capital. For China, rebalancing needs to take the opposite form—namely,
less exports, investment and saving, and more internal private consumption. In
the end, rebalancing is not an option for an unbalanced post-crisis world. That’s
especially the case for the US and China—the two nations that ultimately hold the
trump cards in any such realignment.

Yet the endgame of global rebalancing is not a panacea for the more immediate
threats confronting the US and China. An asymmetrical rebalancing is an especially
worrisome and potentially destabilising possibility in the years immediately ahead.
The US seems likely to be the laggard in such a scenario. With its budget deficit out
of control, a spontaneous regeneration of domestic saving is highly unlikely. That
underscores the prospects of a chronically large US current account deficit—putting
increased pressure on the rest of the world to fund it.

Meanwhile, there is good reason to believe that a pragmatic China could shift
surprisingly quickly to a pro-consumption growth model—using the occasion of the
upcoming 12th Five-Year Plan to introduce new incentives aimed at boosting rural
income, promoting job-intensive services industries, and reducing excess household
saving. If China takes such actions, a pro-consumption tilt to its economy would
quickly emerge—having the important effects of reducing its surplus saving,
current-account surplus and accumulation of foreign exchange reserves. That, of
course, would mean that China would have less of a need—as well as less surplus
capital—to recycle back into dollar-denominated assets. Needless to say, that raises
the distinct possibility of serious external financing constraints for the US.

The West has yet to appreciate the full ramifications of China’s rebalancing

46147 American Review



Stephen S. Roach

The China complex

agenda. Ironically, a consumer-led China could play a much more constructive role in
global rebalancing than a saving-short US. As usual, the Washington consensus is so
focused on the currency ‘remedy’—the never-ending call for a large RMB revaluation
against the US dollar—that it fails to consider other potential rebalancing options.
Unfortunately, this is the same misdirected mindset that gave Japan poor advice
on yen appreciation in the late 1980s and came up with the dollar-depreciation
‘answer’ to America’s current account deficit in recent years.

None of this should be all that surprising to Jonathan Spence. Once again, the
West—especially the United States—is viewing China by looking in the mirror. The
US does, indeed, have very serious economic problems. But is it correct—and in the
best interest of the United States or the rest of the world—to blame China for those
shortcomings?

Trade is, by far, the most contentious of the economic issues between the
two nations. There is broad bipartisan support in Washington for the view that
an upward adjustment in the Chinese renminbi adjustment will ease the plight of
America’s beleaguered middle class. Unfortunately, a currency realignment—or the
countervailing trade sanctions that might occur in the absence of such a shift—might
well backfire. After all, as noted above, three-fifths of China’s recent export surge
has come from Chinese subsidiaries of foreign multinationals—in effect, offshore
efficiency solutions for high-cost companies in the West and low-priced substitutes
for hard-pressed Western consumers. Consequently, any tariffs imposed on Chinese
exportsinaneffortto offset the so-called currency subsidy—a possibility thatisactively
being explored by leading members of the US Congress—the functional equivalent
of a tax hike on both US companies and on American consumers. Consistent with
the Spence dictum, by attempting to punish China, the United States would actually
be punishing itself.

Unfortunately, there is an even darker side to such politically expedient
remedies. If Washington were to up the ante on China bashing and impose broad-
based trade sanctions on Chinese exports, there is good reason to believe that China
would retaliate. Depending on the severity of the US’s action, that retaliation could
take several forms—ranging from a WTO complaint, to Chinese trade sanctions on
imported US products, to a reduction in China’s demand for US Treasuries.

The latter two options would hardly be inconsequential for the United States.
Tariffs on US exports to China would hit what is now America’s third largest export
market—a serious problem for the Obama Administration’s newly stated goal of a
doubling of US exports over the next five years. Similarly, reduced Chinese buying of
US Treasuries would be highly problematic for the funding of Washington’s trillion
dollar budget deficits. If China plays that trump card and reduces its participation
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in upcoming Treasury auctions, the dollar would undoubtedly plunge and long-
term interest rates would soar—developments, in and of themselves, that could well
trigger the dreaded double-dip recession in a still fragile US economy.

The Washington consensus smugly believes that China wouldn’t dare take
actions that might jeopardise the value of its vast holdings of dollar-denominated
assets. However, in keeping with Spence, this is yet another example of a classic
Western misinterpretation of Chinese values. Rightly or wrongly, China feels
that it has been mistreated by the West for nearly 200 years. Yet China today is a
proud nation, with a strong sense of nationalism. Irrespective of the consequences
retaliation might have for its currency portfolio, I suspect today’s China would find
it unfathomable to ignore an aggressive trade action by the US.

Over the years, [ have had the opportunity and the privilege to express many of
these concerns as testimony in front of the US Congress. I have had similar chances
to present my views to senior Chinese officials. I now look back on that dialogue
with a sense of foreboding. While Beijing has been willing to engage me on the
substance of this debate, Washington has not. Steeped in denial, the US Congress
has become increasingly quick to point the finger at China.

Unfortunately, America’s increasingly strident reaction to the ‘China threat’
avoids the other side of the story altogether—thereby perpetuating the reluctance
of the United States to face up to its own role in fostering destabilising global
imbalances. On that count, there can be little dispute. As long as the US views
saving-short growth as an entitlement, it must import surplus saving from abroad.
As such, it counts on the world’s savers, such as China, to run large current account
and trade surpluses to provide both cheap capital and low-cost imports. In that
critical sense, Chinese currency policy can also be seen as an inevitable by-product
of America’s insatiable appetite for unbalanced growth.

The record of history does not speak kindly of such a contentious disconnection
between two great powers. That is especially the case in the aftermath of a severe
financial crisis and recession. While history doesn’t repeat itself, as Mark Twain
famously said, it often rhymes. Remember the 1930s? 22
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The Chinese century

As world power tilts from West to East, policy makers
must accept the increasingly dominant role of China

By Kishore Mahbubani

We are enterin g anew era of world history marked
by two distinct features. First, after 200 years, we will see the
end of Western domination of world history (but not, of course,
the end of the West). Second, we will see the return of Asia.
From the year 1 to 1820, China and India were consistently the
two largest economies of the world. Hence, by 2050 or earlier,
when they once again become the two largest economies of
the world, we will return to the historic norm of the past 2000
years. And, in history, it is easier to return to historical norms
than to deviate from them.

The end of Western domination of world history means
that we have to drop our Western cultural lenses to understand
this new era. However, this would require re-tooling the most
influential Western minds in the world—in governments, think-
tanks, media and academies. These thousands of Western pundits
have a disproportionate influence on the global discourse on
the state of our world. And because their minds are filled with
distorted perspectives, they generate false understandings. Since
this is a very strong claim to make, I will support it by providing
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three examples of distorted Western perspectives on China.

The first fundamental flaw in Western assumptions about China is that
eventually, like all the other successful developed economies, China too will join the
great Western project and become ‘just like us’. The assumption that there is only one
destination in world history is deeply rooted in Western minds. And this assumption
became fully exposed in all corners of the West—from North America to Europe,
Australia to Canada—with the publication of Francis Fukuyama’s famous essay,
“The End of History”. The celebration of this essay showed that Western minds
believed that there was only one peak of human civilisation: Western civilisation.
The West had climbed to the peak. Now, all it had to do was to wait for the rest
of humanity to join it. The West did not have to struggle any more. But the rest of
humanity still had to struggle to reach the peak of civilisation.

Twenty years later, we know that Fukuyama’s belief was a delusion. Yet, it is
vital to emphasise that this assumption has not been scrubbed out of Western minds.
The leading Western minds cannot even conceive of the possibility that there may
not be just one road in history. Hence, even though a few explore the possibility, they
still believe that China’s present communist party-run government cannot survive.
It will only be a matter of time before a ‘rose’ or ‘orange’ revolution surfaces in
China. The Tiananmen Square protests of 1989 are interpreted as an early tremour
and a foretaste of what would eventually happen in China: the overthrow of the
communist party state and the arrival of a Western-style liberal democracy.

The combined population of the West is about 860 million. The population
of China is about 1.3 billion. It takes historical arrogance to assume that Western
civilisation is large enough to absorb Chinese civilisation. The simple truth is
that China has such a strong and distinctive culture of its own that it will not be
absorbed by the West. Nor will it join the Western project. This does not mean that
China will reject all aspects of Western civilisation. As I explain in my book, The
New Asian Hemisphere: the Irresistible Shift of Global Power to the East, China
and the rest of Asia are rising now because they have finally understood, absorbed
and started implementing seven pillars of Western wisdom: free market economics,
mastery of science and technology, meritocracy, pragmatism, a culture of peace,
rule of law and education. However, I also explain how the modernisation of China
is also accompanied by de-Westernisation. This, too, is a radical departure from
recent history. In the Western mind, modernisation means Westernisation. The idea
that we could have one without the other is inconceivable to Western minds. But
de-Westernisation is one of the largest processes unfolding in China (and indeed
throughout Asia). As a result, we will move from a world dominated by Western
civilisation to a world in which we will see many different successful civilisations.

The second fundamental flaw in Western assumptions about China is the belief
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that if China does not become a Western-style liberal democracy, it will collapse
and break down, as it has in the past. The collapse of the Soviet Union and all the
other communist regimes in Eastern Europe, therefore, provided an early indicator
of the fate that presumably awaits the communist party in China. This deep Western
desire to believe that the Chinese regime is about to collapse was revealed most
clearly at the height of the financial crisis of 2008-09. I could not keep track of
the number of Western media stories which reported how the collapse of Chinese
economic growth (which they ascribed only to China’s ability to export to affluent
Western economies) had led to over “40,000” protests, and predicted that these
would eventually escalate and bring down the regime.

Virtually no Western analyst pointed out the obvious flaw in the belief that the
Chinese regime would collapse: it was based on the assumption that the Chinese
people would be stupid enough to overthrow a regime that had given them 30
years of some of the world’s fastest growth because of one year of bad economic
performance. Even more strikingly illustrating the West’s self-absorption, the
consensus among most Western economists was that China’s economy could only
collapse if the Western economies collapsed.

Equally, virtually no Western analyst could even conceive of the possibility that
the Chinese government might prove to be far more competent than its Western
counterparts in managing an economic crisis. A brief comparison of the US and
Chinese economic stimulus packages would show why China performed better.
The US stimulus package was hijacked by several special interest groups who were
more interested in feathering their own nests than rescuing the national economy.
Hence, the US stimulus package had relatively little impact. By contrast, the Chinese
stimulus package has worked brilliantly.

It is amazing that there has been so little reflection on the West’s colossal failures
in judgement. For example, in 2009, when so many Western analysts expected the
Chinese regime to either be shaken by large public demonstrations or to collapse,
Edward Chancellor, a financial journalist and author said, “The Chinese economy
is dangerously unbalanced and very likely to come unhinged in the next few
quarters, surprising the pants off investors.” How then did China end up
outperforming every other government in the world? Doesn’t such misjudgement
reveal that there are some fundamental flaws in Western analyses of China that
need to be exposed and examined?

The third fundamental flaw in the Western assumptions about China is the
belief that China cannot rise peacefully. One of the most common refrains I have
heard in many Western fora is this: “Europe’s past is Asia’s future.” Just as the
rise of new powers in Europe in the 19th century led to war and conflict, the same
would happen as new powers rose in Asia in the 21st century. Few Western analysts



will admit that their analysis is conditioned by Western interests. There is no doubt
that Western interests would be better served by rivalries between, say, China and
Japan or, say, China and India. A peaceful rising Asia will mean a diminishing
Western influence. Conflicts and rivalries between Asian powers would give useful
geopolitical opportunities for Western mischief. As Henry Kissinger once famously
remarked about the Iran-Iraq war, “It’s a pity they [Iran and Iraq] both can’t lose.”

The real stress test for any region comes when an economic crisis occurs. It was
the Great Depression of the 1930s that contributed significantly to the outbreak of
World War II. And the Great Recession of 2008-09 was the biggest economic crisis
that the world had experienced since the 1930s. If the Asian region already had a
volatile cocktail of geopolitical rivalries ready to explode, the recent financial crisis
should have triggered an eruption one way or another. Instead, nothing happened.
Why? The simple answer is that while there are undoubtedly some geopolitical
rivalries in Asia, there is also a larger and deeper political consensus among the
Asian countries that they would be giving up their best opportunity to develop their
countries if they got involved in zero-sum games of geopolitical rivalries. Hence,
while there are indeed rivalries between, say, China and India and China and Japan,
all the parties involved have learnt how to manage these rivalries. Hence, China’s
peaceful rise represents neither a fluke nor a temporary phenomenon. It is a result of
superior geopolitical management by the Chinese leadership.

While this essay has spoken about “Western” assumptions about China, it is also
essential to point out for accuracy’s sake that there are some significant differences
between the United States and Europe, the two leading Western entities. It would be
natural for the US, the leading superpower, to feel threatened by the rise of China,
the only power capable of developing a bigger economy than it in the next decade.
Europe, by contrast, has given up most of its hegemonic ambitions. Hence, as Daniel
Gros, Director of the Centre for European Policy Studies, wrote, “The EU should
have no ideological problem in recognising the emerging power of China since it is
not a major power itself (beyond the area of economics), so the rise of China should
not create any particular friction within the EU.”

By contrast, many American policy intellectuals and policymakers fret about the
consequences of China’s rise. To be fair, there can be no doubt that both the Clinton
and Bush administrations (for different reasons) pursued policies of engaging,
rather than containing, China. And the Obama Administration came into office
with the same commitment to engage. But the steady rise of differences between
the US and China in early 2010, over issues like the Dalai Lama and arms sales to
Taiwan or the value of the renminbi and the Google episode, show clearly that the
potential for friction between the US and China is much greater. And, whenever
any dispute breaks out, America’s moralising instincts surface immediately. In the
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Google versus China episode, all the American press coverage suggested that it was
a classic case of the white knight (Google) fighting the dark forces of oppression.
Virtually no US commentator tried to understand or even describe China’s point
of view. After suffering over 130 years of political instability from the opium war
of 1842 to the launch of Deng’s era in 1978, the last 30 years have been among
the most stable. Maintaining strong political authority at the centre is essential for
China to hold together. This is why censorship is sometimes required. All Americans
assume (because of their deeply imbedded ideological assumptions) that removal
of censorship naturally produces public good. But what if the Chinese leaders are
right in believing that removing censorship could unleash the instability that China
has fought successfully for three decades? For example, when the anti-Japanese
riots broke out in 2005 over the approval of a Japanese history textbook and the
proposal that Japan be granted a permanent seat on the United Nations Security
Council, did the Chinese government do the right thing or wrong thing by censoring
information on these riots to retain political stability in China?

As a result of their distorted cultural lenses, few Western commentators
understand the real challenges that China faces. Despite its spectacular economic
growth record, China does face many real challenges, challenges that many in the
Chinese leadership are aware of.

The first real test for China is whether it can sustain its remarkable record of good
governance. In terms of results, it is hard for any government in the world to match
China’s record. China has increased the size of its GDP from RMB 362.4 billion in
1978 to RMB 30 trillion in 2008, an almost 100-fold increase. It has increased the
per capita income of urban residents from RMB 343.4 in 1978 to RMB 13,785.8
in 2008, increased its foreign reserves from near zero in 1978 to USD 2.4 trillion at
the end of 2009 and, most importantly, reduced the number of people living on less
than a dollar a day from about 800 million in 1978 to about 200 million in 2008.

In recent history, it is hard to find any large society that has done as spectacular
a job as China has done. Larry Summers, the Director of the White House’s
National Economic Council for President Barack Obama, has observed that what
is happening today in Asia is essentially a replication of what happened in the
Western Industrial Revolution. However, in the Western Industrial Revolution living
standards improved by 50 per cent in one lifetime. In Asia today they are improving
by 10,000 per cent.

Since Asia’s performance, especially China’s, is way outside the historical
norm, it is indeed legitimate to ask whether the Chinese government can sustain
this remarkable record for long. In the early years of growth, the Chinese economy
could grow fast by welcoming foreign investment, unleashing its low-wage pool



and exporting its way to prosperity. But export-led growth is increasingly unlikely.
China will have to generate internal demand. Chinese Premier Wen Jiabao has
acknowledged this. At the National Peoples Congress meeting in March, he said,
“Many destabilising factors and uncertainties remain in our external environment.
China now must curb inflation and lay the foundations for stronger internal
consumer demand.” He also announced increased social security and rural area
investment spending—an indication of the need to stimulate internal demand in
China. But as its economy becomes even more sophisticated, China will face a much
more complex task in generating growth. Equally dangerous, as the fast-growing
Chinese economy spawns a huge amount of personal wealth, it has to deal with the
growing challenge of corruption. In short, there is no question that China faces real
internal challenges. Continued success is not guaranteed.

The second challenge that China will face is acceptance by all of its neighbours.
So far, there can be no doubt that China has done a brilliant job of sharing its
prosperity with its neighbours. As is well known, China made an enormous
contribution to helping ASEAN weather the Asian Financial Crisis of 1997-98.
More importantly, China stunned both the world and Asia by offering a free
trade agreement (FTA) to ASEAN in 2001. Hence, overall, with the possible
exception of its relationship with India (which has had more than its fair share of
hiccups), China has managed to improve significantly its relations with all of its
neighbours, including neighbors with whom it has had a difficult history like Japan,
Russia and Vietnam.

But it is also clear that China will face increasing challenges vis-a-vis its
neighbours. In any neighbourhood where one house progressively became bigger
and bigger and showed no sign of diminishing its pace of growth, it would be only
a matter of time before the neighbours began to get alarmed. Deng Xiaoping sensed
that China’s rapid growth would raise concerns. Hence he wisely counselled China
to take a low profile, both regionally and globally. His advice was expressed in 28
characters that still guide China’s policies, even though Deng is long gone. They
state: lengjing guancha—observe and analyse (developments) calmly; chenzhuo
yingfu—deal (with changes) patiently and confidently; wenzbhu zhenjiao—secure
(our own) position; taoguang yanghui—conceal (our) capabilities and avoid the
limelight; shanyu shouzhuo—Dbe good at keeping a low profile; juebu dangtou—
never become a leader; and yousuo zuowei—strive to make achievements.

However, it is not clear that the majority of the younger generation of modern
and well-educated Chinese share Deng’s views that China should keep a low profile.
Indeed, many believe that China should demand greater respect from its neighbours.
Statements such as “China deserves respect from anyone in this world” and “The
Chinese themselves have done a lot for mankind, so deserve respect” can be found
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on blogging sites of the younger generation Chinese.

The response of Chinese youth to recent international developments suggests
another flaw in US assumptions about China. Many Americans would like to
believe that as the Chinese youth become more educated and more exposed to
the world, they will begin to support the same cause as liberal and well-educated
young Americans. Instead, the opposite has happened. In the build-up to the Beijing
Olympics, when protests were organised in several Western capitals against the
Olympics torch rally, the most vociferous defenders of the Chinese government were
young Chinese students studying in Western universities. When Western youth were
holding rallies against Chinese policies on Darfur, Chinese youth responded with the
‘love China’ campaign. In one day, more than 2 million Chinese MSN messenger
users (mainly young white-collar professionals in major cities) adopted a red heart
with the word China as their MSN signature.

In theory, the communist party government can afford to ignore Chinese public
sentiment since it does not have to stand for elections. In practice, the communist
party cannot afford to do so. Public opinion is increasingly playing an important
role in China, especially with the spread of the internet. No Chinese government can
afford to be seen to be soft on issues considered vital to China’s interests. Hence,
when Obama meets the Dalai Lama or sells arms to Taiwan, the Chinese government
is obliged to respond strongly, even though in private many Chinese leaders know
that Obama has been careful and restrained in all his moves. Bill Clinton once
lamented the fact that he failed to arrange a meeting between Jiang Zemin and the
Dalai Lama, even though he thought he came close. But it would have been far more
suicidal for Jiang Zemin to meet the Dalai Lama than for Bill Clinton to meet Fidel
Castro and Bill Clinton never came close to doing that. The reality of the new China
is that public opinion will play a bigger role.

This could well create complications in China’s relations with its neighbours. In
the event of a territorial dispute with Japan over the Diaoyutai Islands or competing
claims for resources in the South China Sea, previous Chinese governments could
afford to take a gentler and more compromising stance for the sake of larger
geopolitical calculations. However, if public opinion began to play a bigger role in
Chinese society we can expect to see a less compromising government. And this may,
over time, exacerbate tensions between China and its neighbours. This is why China
needs to move its engagement with its neighbours beyond the formal government-
to-government links which have been its preferred mechanism for state-to-state
relations. It now has to encourage deeper people-to-people engagement to sensitise
its population to the views of its neighbours. China could learn a lesson or two
from the disastrous US record in Latin America. Since the US population has been
largely ignorant of its nation’s role in Latin America, it was also not aware that the



heavy impact of American power on Latin America had generated deep reservoirs
of ill-will towards the US, reservoirs that have not dissipated yet. Similarly, as the
influence of Chinese power on its neighbours grows, China will have to learn how
to moderate the effects of that power. This is a serious challenge for China.

The third great challenge that China faces is in the field of global governance.
Since it abandoned the centrally planned communist economic system, liberalised
its economy and joined the WTO, China has become, in some ways, the biggest
beneficiary of the 1945 rules-based order that the US and Europe set up after World
War II. Both the US and Europe were happy to be custodians of this order because
they assumed that they would always remain its beneficiaries. Now the populations
of the US and Europe, especially after the latest financial crisis, no longer believe
that they will be the primary beneficiaries. Instead, they believe that China and India
will benefit the most if the open multilateral trading system is liberalised further.

Logically, therefore, China and India should begin to assume greater responsibility
for maintaining this liberal economic order. For complex political reasons, neither
China nor India is ready or willing to assume that responsibility. With the US and
Europe refusing to do more and with both China and India remaining unwilling to
provide global leadership, there is a real danger that the open multilateral system
could suffer a setback. And if this were to happen, China and India would end up
the biggest losers just as they stand poised to become the biggest beneficiaries of
this liberal trading order. This is why China and India should seriously consider
providing leadership in reviving the Doha Round.

To be fair, there is one sound geopolitical reason why China is reluctant to take
global leadership. China is acutely aware that it is not in its best interest to alarm
the United States as it keeps rising. This is why Deng Xiaoping wisely counselled
the Chinese leaders to take a low profile internationally. Deng did not refer to the
United States by name in his advice. But one constant geopolitical reality that has
been true for all time is that the most important geopolitical relationship is always
the one between the greatest power of the day (which today is the United States)
and the greatest emerging power (which today is China). Traditionally, the relations
between the established power and the emerging power have always been tense.
One reason for there having been so little geopolitical tension between the US and
China is that the latter has made a careful and deliberate decision not to challenge
American leadership (unlike the Soviet Union, which constantly tried to do so). So
far, China’s low profile policy has worked well.

However, in recent years, China has discovered that it cannot remain silent
if it wants to protect its vital interests. At the height of the financial crisis, it had
to speak out and express its concerns over the declining value of the US dollar. In
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Copenhagen, it had to join forces with India to protect its interest in not having to
bear a disproportionate burden in reducing greenhouse gas emissions.

In short, the world has changed dramatically. All the new challenges are
fundamentally global challenges: financial crises, climate change, pandemics,
terrorism, to name a few. China can no longer be just a free rider on existing
procedures and institutions of global governance. It has to speak loudly to both
defend its short-term interests and to share its long-term visions of how the global
order needs to be restructured to accommodate the rise of new Asian powers. All
this will require deep reflection among the key policymakers and opinion makers
in Beijing. And the world needs to pay careful attention as China formulates its
views. This is why the West needs to urgently drop its distorted lenses and begin to
understand China on its own terms. 4%
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Not dead yet

Exaggerated reports of America’s imminent demise have been
around for more than 50 years

By Josef Joffe

H&llf a century ago, on October 4, 1957, America was
on the way out. On that day, the Soviet Union became the first
space power in history, launching its Sputnik into orbit, and
terror into the American soul. It “gave us a shock which hit
many people as hard as Pearl Harbou r,” was a typical reaction,
inflicting “a frightful blow on our pride.” America had grown
“soft and complacent.” “Number One in everything,” the
country was losing to the Soviet upstart.

Soul-searching and self-doubt turned into an obsession—
and, as the century advanced, into a national pastime. Call it
‘declinism.” The basic theme—the country as has-been—has
been recycled every 10 years. “It’s decline time in America,”
trumpets this stock drama. As in the handwringing over Sputnik,
the alarm usually does spring from real trouble, military or
economic. But just as regularly, the angst attack expands into
Spenglerian visions of decay-as-destiny. A crisis is not just a
crisis, but a portent of doom like the writing on the wall in
the Book of Daniel. This is the Biblical original. “God has
numbered the days of your kingdom,” the handwriting tells the
King. Like Babylon’s, America’s best days are over, and other
nations will dethrone it. The Soviet Union was first in this tale of
woe. It would be followed by Europe, Japan, India and China.
The characters changed, the drama became part of the modern
American repertoire.
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The first usurper was the Soviet Union. Soon ‘Sputnik Shock,” Life magazine
launched an “urgent series” titled “Crisis in Education.” Johnny “can’t read
above fifth-grade level.” Mary “has barely mastered the fourth-grade arithmetic
fundamentals.” In a cover story on Soviet leader Nikita Khrushchev as “Man of the
Year,” Time reported: “In 1957...the world’s balance of power lurched and swung
toward the free world’s enemies.”

The year of the Sputnik also saw a top-secret report, Deterrence and Survival in
the Nuclear Age, that went down in history as the Gaither Report. The language of
doom could easily be applied to China today. The Soviet economy was “increasing
half again as fast” as the American one, and so by 1980 Moscow’s military spending
“may be double ours.” Today’s doomsters similarly point to the double-digit annual
expansion of the Chinese defence budget, and the more strident Cassandras target
2025 as the year when China will leave the United States in the dust economically.
Others give the United States until 2050 to drop to No. 2 or even 3 in the GDP
race.

The Gaither Report found a grateful disciple in the freshman senator from
Massachusetts, John E. Kennedy. Eying a presidential run in 1960, he began to
expound that by then, “the United States will have lost...its superiority in nuclear
striking power.” This was the fabled missile gap that never existed; it would take
years before Soviet missiles based at home could effectively hit the continental
United States. Still, the Russians were working on a “new short cut to world
domination.” In the campaign, Kennedy orated: “We have to overcome [the sense]
that the United States has reached maturity, that maybe our high noon has passed,
maybe our brightest days were earlier, and that now we are going into the long, slow
afternoon.” The United States did not hobble off into the sunset, and the Soviets
never managed to take that “short cut.” In fact, a mere 30 years later, the USSR
was no more. It literally died on Christmas Day 1991, leaving behind the Russian
Federation and 14 orphan republics.

Ten years later, the drama of decline was re-enacted by Kennedy’s Republican
disciple, Richard M. Nixon, as he launched his second run for the White House.
Except this time, the story was not about a fictitious missile gap, but about a real
war in Vietnam. In 1966, the demonstrators came by the thousands; in 1969, half
a million marched through Washington. Martin Luther King was murdered, and
so was Robert Kennedy. It was The Unravelling of America, or more ominously,
“America’s Suicide Attempt.” Running for the Democratic nomination in 1968,
Kennedy naturally invoked the classic prophetic motifs of transgression and
perdition: guilty were those who have succumbed to the “darker impulses of the
American spirit.” Thus spoke Daniel redivivus.
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Nixon was also running for the presidency. “Let us look at the balance of power
in the world,” he began:

Twenty years ago the...our military superiority was unquestioned.
Today the Soviet Union may be ahead of us in megaton capacity and
will have missile parity with the United States by 1970... Let us look
at American prestige:...today, hardly a day goes by when our flag is not
spit upon, a library burned [around the world|.

Four years later, as president, Nixon saw “five great power centres in the world.”
Sounding like Oswald Spengler and Arnold Toynbee rolled into one, he invoked
Greece and Rome, “great civilisations of the past,” which first became wealthy, then
“lost their will to live, to improve,” sinking into the “decadence which eventually
destroys a civilisation.” And “the United States is now reaching that period.”

The United States, though it did not prevail in Vietnam, was never facing
demotion in the late 1960s. It did suffer from the revolt of the young, and the
tribulations of an economy charged with delivering too many guns and too much
butter (aka social spending) all at once. But by any measure of power, the US
remained No. 1. Those fabled dominoes didn’t fall all over Asia; it was communism
in just one more country—South Vietnam. America’s allies in Asia continued to
huddle under its military umbrella. Lesser nations lose big when they fail in war. But
losing a war without strategic consequences—this is the mark of a truly great power.
Now, shift forward 10 years.

At the end of the 1970s, American social critic Christopher Lasch published an
almost generic lament, requiring only minor editing to make it timeless:

Hardly more than a century ago after Henry Luce proclaimed “the
American century,” American confidence has fallen to a low ebb. Those
who recently dreamed of world power now despair of governing the
city of New York. Defeat [and] stagnation...have produced a mood
of pessimism...[America] has lost both the capacity and the will to
confront the difficulties that threaten to overwhelm it.

Again, real calamity was piling up. After the Second Oil Shock of 1979,
gasoline prices in the United States almost doubled in 12 months. Inflation kept
accelerating: from 6 per cent in 1977, when Jimmy Carter took office, to almost
14 per cent in 1980. Abroad, the dollar had dropped by one-half against major
European currencies. Add geopolitical humiliation. Nicaragua fell to the Sandinistas



in 1979, becoming Cuba’s first Latin American satellite. The Shah escaped for his
life from the Khomeini Revolution in January 1979. Soviet and Cuban troops were
marching across Central Africa. Finally, during Christmas 1979, the Soviets invaded
Afghanistan. Enter Jimmy Carter with his famous ‘malaise speech’. In the summer
of 1979, he proclaimed “a crisis of confidence” striking “at the very heart and soul
and spirit of our national will.” The “social and the political fabric of America” was
at stake. At the end of 1979, declinism was rampant. In a cover story, Newsweek
asked: “Has the US Lost Its Clout?” The magazine then unearthed proof of the
“erosion of American prestige and power.” There was the Soviet bogey again. Once
America had held a nuclear monopoly, now it was struggling “to maintain something
called ‘parity’.” The spokesman of the German government wouldn’t exactly gloat;
“rather we feel pity” for the US—schadenfreude masking as concern. The sequel of
“The Missile Gap” was the “Window of Vulnerability,” and the script was written
by the Committee on the Present Danger, an assembly of influential citizens, which
had already played Cassandra in 1950. Ronald Reagan, the Republican candidate in
1980, had joined the executive board of the committee the year before. Then again,
as in the Fifties and Sixties, the Soviet Union was going for nuclear superiority,
arming to fight and win in a first strike. Time magazine quoted defence experts who
warned that the “Soviets are ahead or gaining in almost every category.”

That alarm, too, turned out to be false. But it helped Reagan to win the White
House, having appropriated the alarmist language as deftly as had Kennedy 20
years earlier. “America’s defence strength,” remonstrated Reagan, “is at its lowest
ebb in a generation, while the Soviet Union is vastly outspending us in both strategic
and conventional arms.”

Af ter three decades of “The Russians Are Coming!,” the Soviet Union was
faltering. It would go on to lose the Cold War in 1989 when the Velvet Revolutions
swept away Moscow’s empire in Eastern Europe. So who would push aside the
United States now? Declinism had to find another behemoth. Enter: Japan and
Europe. Japan was first fingered during the Vietham days—in a language almost
identical to the hoopla about China three decades later: “Some scholars imagine the
Japanese GNP catching up with the American by 1985 or 1990. The year 2000...
will begin the Japanese century.”

Yet in 1985, the US economy was three times larger than Japan’s (in then-
dollars). At the end of the Naughts, it was a little less than 3 trillion for Japan, and
almost 15 for the US. In 1979, in the year of Carter’s ‘malaise’, Harvard sociologist
Ezra Vogel fathered Part II of the Japan hype with Japan As Number One: Lessons
for America. It set the tone for half a generation of keyed up hero worship. The book,
noted an admiring reviewer, was a monument to “Japan’s steamroller eminence.”
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But by then, Japan’s growth had already flattened: from double-digit at the start
of the Seventies to less than 3 per cent at the end. 1988, Japan hit the last peak of 6.5
per cent; then it was downhill ever more. Yet in that year, Clyde Prestowitz, a former
Reagan official, announced: “The American century is over. The big development...
is the emergence of Japan as a major superpower.” The US was a Japanese “colony
in the making.”

Michael Crichton published a bestseller, Rising Sun, in 1992, followed by
the movie with Sean Connery one year later. The blockbuster was a Technicolor
testimony to American paranoia. Hadn’t the Japanese already gobbled up two
national treasures, the Rockefeller Centre and Pebble Beach? They were worming
their way right into the heart of the US economy: cars, consumer electronics and
tool-making.

Rising Sun wrapped America’s debasement into a rape-and-murder whodunit
with a heavy political message. One American character spells it out: The Japanese
“say ‘business is war,” and they mean it.” At the peak of the paranoia, Japan was
already sliding into the ‘Lost Decade’ of deflation and contraction. In the year
of the Rising Sun, growth plunged below 1 per cent. Ever since, Japan has been
growing at about half the speed of the US. As Japan’s economy worsened, so did
its press. Everything once touted as shiny pillar of excellence now crumbled into
proof of incompetence. Though shalt not mistake a rapid rise from a low base for
an everlasting boom, was the lesson of the 1980s.

Starting out amidst the ruins of war, it was propelled from the outside by ever
increasing exports, and from the inside, by under-consumption and high saving.
Ballooning trade and savings accounts made money extraordinarily cheap. Money
became even more plentiful as a rising yen swept in foreign funds in search of quick
profits from further revaluation. These are uncanny parallels to China today. The
predictable result was an enormous asset inflation. The Nikkei index hit an all-time
high of almost 39,000 on December 29, 1989. When the bubble imploded, trillions
of yen were wiped out in the collapse of the stock and real estate markets. Twenty
years later, the Nikkei stood at around 10,000.

The irony didn’t end there. The year of the Rising Sun, 1992 saw the birth of the
longest American boom since the mid-19th century, when reliable statistics became
available. It continued for 10 years and in fact extended all the way to the Crash
of °08. The 16-year surge was interrupted only briefly by an eight-month stumble
below 1 per cent growth after the dotcom bubble had burst in March 2000.

The most famous declinist of the 1980s was Paul Kennedy, the Yale historian,
who published Rise and Fall of the Great Powers in 1987. The central argument
was this: “The United States now runs the risk, so familiar to historians of the rise
and fall of previous Great Powers, of...imperial overstretch.” As checklist of decay,
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Kennedy provided: “overall growth lagging behind that of its chief rivals”; “social
problems of its inner cities”; “eroding infrastructure”; and “shortcomings of its
educational system.” It all added up to “relative decline,” just as in the case of
Britain, yesterday’s Mr Big. Now, the “new Number One power is faltering.”

The most trenchant critique of Kennedy’s declinism was Samuel Huntington’s
seminal Foreign Affairs article of 1988. He reserved his sharpest attack for an
evergreen of declinism: the shrinking American share of the global economy. To
lose GDP was to lose greatness. But it all depends on how you look: you see what
you want to get. If 1945 is chosen as base line, then the US was indeed waning. At
the end of history’s most murderous war, the US economy was good for half the
world’s total. As the rest bounced back, this anomalous share was bound to shrink.
By 1950, America’s share was down to 27 per cent. So Gulliver was buckling? In the
1970s, it was a bit less than 27 per cent. Forty years later, it was a bit more, never
mind the breathtaking rise of China. The data demonstrate sullen continuity once
the fluke of 1945 is disregarded. The more general problem lurked on the other side
of the bipolar divide. Looking at the two nations at the top, Kennedy saw both the
US and the USSR sinking, but the US was sinking faster, he thought. But two years
after Kennedy’s book came out, the Soviet Union was in its death throes. And why?
Because whatever symptoms of decay were plaguing the United States, the Soviet
Union had them in spades. Kennedy had almost everything right except the name
of the loser.

The Soviet Union was a system waiting to implode. The trigger was the oil
price. In 1980, crude fetched $US100 per barrel (in 2008 dollars). When Mikhail
Gorbachev was anointed five years later, the price of oil had almost halved. When
the Soviet Union committed suicide on Christmas Day 1991, oil sold for $US30,
dropping to its lowest low, $US135, seven years later. This was less in real terms than
just before the First Oil Shock of 1973. This “Upper-Volta with nuclear weapons,”
as German chancellor Helmut Schmidt famously quipped, was a Third World
extraction economy, its fate chained to raw materials, especially of oil and gas. As
the price collapsed, so did the power.

Declinism took a break in the 1990s, perhaps because the United States was
enjoying such a nice run after the collapse of the Soviet Union. It doesn’t take much
to vault from melancholy to muscle-flexing when the geopolitics is right. Hadn’t
the US just won the Cold War? What other country could fight and win a hot war,
as the US had done in Iraq in 1991, from 6000 miles away? There was no new
No. 1 creeping up on Gulliver. Why even think about a military threat? Secretary
of state Madeline Albright crowed that America’s might was so awesome as to
make its exercise unnecessary. “But if we have to use force, it is because we are
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America; we are the indispensable nation. We stand tall, and we see further than
other countries into the future...” Thus did the depression of the late Eighties turn
into the triumphalism of the Nineties.

The economy, boosted by Reaganite deregulation, was soaring. As joblessness
dropped to the full-employment level of 4 per cent in 1997, it rose above 10 per cent
in the European Union, which had been touted as the coming No. 1 on and off since
the Seventies. “The defining feature of world affairs [was] globalisation,” exulted
the New York Times’ Thomas Friedman in 1997, “and [if] you had to design a
country best suited to compete in such a world, [it would be] today’s America.”
Now the heroes of the dotcom age were the new masters of the universe, and they
were all Americans. Those who used to go to Japan to adulate and imitate invaded
Silicon Valley. Friedman concluded: “Globalisation is us.”

Yet at the end of the Naughts, decline was back with a vengeance. Back was
Paul Kennedy with a remake of Rise and Fall, this time because of the global
financial storm unleashed by the fall of the House of Lehman on September 135,
2008. The “biggest loser,” he concluded, “is understood to be Uncle Sam.” Chronic
fiscal deficits and military overstretch—the twin-scourge of his 1987 book—were
finally doing in the United States, and the “global tectonic power shift, toward
Asia...seems hard to reverse.” But take heart, America, the most famous declinist
insinuated: great powers “take an awful long time to collapse.”

The German finance minister, Peer Steinbriick, oracled: “The US will lose its
status as the superpower of the global financial system [which] will become more
multipolar.” A good part of declinism was again generic, that is, divorced from
time and circumstance and thus achingly familiar to those who remember 50 years
of similar writing on the wall. “The era of American global leadership...is over,”
pronounced Oxford don John Gray, refurbishing a classic. A few months before
the Crash of ’08, Parag Khanna of Washington’s New America Foundation wrote,
“America’s standing in the world remains in steady decline.” The disease was
“imperial overstretch,” a theme taken from Paul Kennedy. “We are...losing in a

geopolitical marketplace alongside the world’s other superpowers,” a verdict that
could have been penned in 1958, 1968, 1978 and 1988.

What may be concluded from half a century of American hasbeenism? First,
doom comes in cycles, as it has done since the birth of the Republic. As early as
1797, the French thinker Joseph de Maistre found ugly “symptoms of weakness and
decay.” If so, this sickly child made up for it with a surfeit of insolence, starting a
war against the Barbary pirates in 1801 and another against Britain, the mightiest
power on earth, in 1812. In between, Thomas Jefferson grabbed half a continent
from Spain and France. Decay has never been so lively.



The periodic rise and demise of declinism ought to be good news, for what
comes and goes cannot lead straight to the eighth circle of geopolitical hell. Cycles,
by definition, do not a trend make. Nor does the lapping tide announce the deluge;
it just recedes. But this is just a logical point. More apropos is the psychology of
declinism.

Ever since America was discovered, it “has been an object of the imagination.
Long before the 13 colonies jelled into union, America was a construct more than
a country—a canvas onto which [the world] would endlessly project its fondest
dreams and fiercest nightmares.” America is either a dystopia like Brave New
World or a heavenly place on earth like Thomas More’s Utopia. Projection—fear
or fantasy—is the name of the game. On the American canvas, Babylon lurks right
next to the New Jerusalem.

Finis Americae also comes in two schools: glee and gloom. Glee is mostly
celebrated abroad, and for good reason. Wanting America to stumble comes
naturally to those who must coexist with this Gulliver, for he irks by just being there,
and terrifies when he throws his weight around. To find comfort, the lesser players
will magnify the giant’s warts and count each new one as proof of terminal disease.
Every decade, hope springs anew that he will be cut down to size by a mightier rival,
be it Russia or Japan, Europe or China.

Such fantasies are actually a perverse way of paying homage to the giant’s
fearsome strength. Small powers are never diagnosed with debility; nor do they
provoke schadenfreude when they stumble. The declinist literature on Britain fills
small libraries. It is definitely thin when it comes to contemporary France, Germany
or Canada.

The gloom is mainly ‘Made in USA’, and then with a very different tone. The
purpose is not to gloat, but to lament in the way of the prophet Obadiah: “Behold I
have made you small among the nations; you are much despised.” Amos warns: “I
will raise up against you a nation, O house of Israel...” Such scenarios, ancient or
modern, all have many functions—all of them instrumental.

On the jejune, practical level, there is the Kennedy—Reagan variant: paint the
country in hellish colours and then offer yourself as a guide to heaven. The country
will rise again—if only you will anoint me as your leader. Jimmy Carter’s ‘malaise’
pursued a similar purpose by invoking the nation’s “crisis of confidence.” A related
variant was Richard Nixon’s. He drew the country smaller than it was in order to
prepare the electorate for the U-turn in grand strategy: détente with the Soviet Union
and the opening toward China. The suggestive message was: If we are sinking, and
they are rising, there is no shame in accommodation. “Come home, America,” was
George McGovern’s battle cry against Nixon in his 1972 campaign. For this school,
weakness comes from imperial arrogance and over-commitment. Genuine strength
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demands less militarism and more welfare; the New Jerusalem of the post-Truman
left is not a bristling armory, but the citadel of an exemplary nation. “Imperial
overstretch,” which suffuses so much of liberal declinism is at heart not about
America’s standing abroad, but about redistribution and social justice at home.

Whatever the ideological impetus, declinism is about prophesies that must
not come true so that righteousness can triumph. Hence, declinism is never just an
empirical exercise like counting guns and measuring GDP. Nor can it be empirically
refuted. How to gainsay those who either cheer or fear America’s fall? No soothsayer
has ever been silenced by facts because prophesy is inherently unfalsifiable. If the
horror does not materialise today, it will tomorrow, and so the doomsters always
come back. They are often the same persons, repeating what they predicted 10, 20
years before. During the Crash of ’08, a New Yorker cartoon gently poked fun at
such recidivists. It shows a penitent with a placard proclaiming: “The End Is Still
Coming,” and has a passerby ask: “Wasn’t that Paul Krugman,” the economist and
perennial Cassandra of the New York Times op-ed page? ‘Decline time in America’
is didactic repertoire theatre, played out left, right and centre not to analyse, but
to agitate—like Brechtian drama. But to invoke cycles and expose agendas does
not dispatch the larger issue. Because all past prophecies of decline have not come
true does not mean they never will. History is full of empires whose decline was
terminal—from Babylon to Britain.

In 1897, at the peak of British power, Rudyard Kipling penned this little elegy
to empire:

Far-called, our navies melt away;

On dunes and headlands sinks the fire;
Lo, all our pomp of yesterday

Is one with Ninivebh and Tyre!

He was off by only 20 years. Britain never recovered from the bloodletting of
the Great War. Sometimes, prophets are proven right. So as we peer into the 21st
century, the problem persists: what is America’s standing in the world, and what
might topple No. 1—or not? &
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How to skin
a moose

The story of Alaska’s
famous soccer mom is a
scathing indictment of
the Republicans’ ticking
time bomb



Going Rogue: An American Life

by Sarah Palin
Harper Collins, New York, 2009

Reviewed by Claire Berlinski

The poetry of Rudyard Kipling,
George Orwell noted, is always
good for a snigger in “pansy-left
circles.” So are the writings of
Sarah Palin. The former governor
of Alaska, former vice-presidential
candidate and great populist hope of
the American Right tends to inspire
derision that is manifestly patronising
and misogynistic. Such is often the
fate of charismatic female politicians
from small towns, as Margaret
Thatcher, the former prime minister of
Britain, well knew.

No one wishes to be in the
company of snobs, so it is uncom-
fortable to report the plain truth about
Sarah Palin’s autobiography—it is
ridiculous and it is awful.

Kipling’s bad poetry will be
remembered, Orwell continued, long
after those who mocked him are
forgotten, because the verse he wrote
was good bad poetry. Palin’s, by
contrast, is bad bad prose.

I have no quarrel with the values
Palin claims to hold dear. T am all for
fiscal conservatism, hawkish defence,
free markets, tax cuts and patriotism.
God knows I am in favour of God.
Nor am I much perturbed by what
her critics claim are the book’s many
strange factual contradictions and

lies. All adults know, after all, that
a serious exploration of
Palin’s political record would not
begin in the ‘autobiography’ section of
the bookstore.

My objection is otherwise. The
book is artless; it is juvenile; it is
dully it is vulgar; and it is above all
phony. It does not seduce; it is not a
guilty pleasure; it does not succeed
in conveying universal experiences
or emotions; it does not elevate. No
character in it comes alive. Indeed it
is so awful that it is almost impossible
to find a single sentence in it that is
not awful.

forensic

NO one involved in creating this
memoir felt it necessary to make her
words memorable. Nor did they make
her sound wise, self-aware, thoughtful,
adult, educated, or even plausible as
a fictional character. The book is a
series of bromides, one after the other.
Alaska is full of “pristine wildlife and
beauty.” Voters were “clamouring for
us to take the gloves off”. The night
was “special” and “really nice”. We
were “keeping it real”. We were having
“the time of our lives”. Our families
provided support”.
Losing the election was “very, very
disappointing”. Bad news was a “slap
in the face”. She’d “do it again in a
heartbeat”. When the clichés are not
vapid, they are vulgar—ethics charges
against her were “bass-ackwards”.
The emotional tone is repeatedly off.
Again and again she is “humbled” by

“incredible



cheering crowds. No one, but no one,
is humbled by a cheering crowd. Real
people are humbled by humiliation.

All  the classic  high-school
freshman expository writing mistakes
are in evidence: telling, not showing,
explaining too much, getting the
voice wrong, an adolescent resort
to exclamation points. We are
occasionally interrupted by images of
Palin incompatible with any woman’s
dignity, no less that of a putative
commander-in-chief. Why would we
wish to hear, for instance, that she
was “sweating like crazy”? The most
memorable line in the book is the one
the reader is most eager to forget. “I
loved my dad’s straight talk on the
subject when he had to respond to one
Truther. ‘T know Trig is hers, dumbass.
I was there when he popped out!’”
(Trig is Palin’s mentally handicapped
child; in the 2008 election, sections
of the US media speculated that he
was not her son but some kind of
political prop.)

That this book was not written by
her has not been concealed, and this
itself is a curiosity worth remark. It is
strange that it has become acceptable
for politicians to acknowledge without
shame that they do not—and by
implication cannot—write their own
books. It was ghostwritten in large
part by a San Diego journalist named
LynnVincent,and presumablysubjected
to multiple revisions by editors and
handlers who determined that a book
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of this tone would appeal to
contemporary voters and
If they are right, something has
happened to American culture that
is even more worrying than a loss
of literary discernment, and that is
a loss of irritation with the sound of
clichés, which in turn represents a loss
of emotional shrewdness. The very
qualities in this book that should give
readers the creeps are those intended
to persuade them that Sarah Palin is
unusually forthright.

The same sense of puzzlement is
prompted by watching Tiger Woods
apologise for his hooker habit.
Viewers should be falling off their
chairs sniggering at this exercise. To
anyone whose ear is even remotely
attuned to emotion, it is obvious
that the real purpose of the clichés
he uses is not to express authentic
sentiment but to hide as far as possible
from it. Yet spectacles such as Tiger
Woods’ apologies and Sarah Palin’s
apologia—both of which could not
be more empty—seem paradoxically
to persuade certain members of the
publicthatthey havegenuinelyachieved
intimacy with them. The concern
is not so much that this represents
bad taste as that it represents a deep
cultural confusion about the sound of
an honest voice.

And why, indeed, should anyone
wish to feel intimacy with a politician?
The collective American desire for
an ‘authentic’ president, as opposed
to a presidential president, is more

readers.



than passing strange, seemingly the
expression in psychic terms of a
primitive but very powerful form
of radical egalitarianism—a kind
of communism of the soul. What
is primitive communism, after all,
whether in the Gospels or the Soviet
Union, but a commitment to the
thesis that no one is any better than
anyone else, and no one should aspire
to be? Yet it is self-evidently true that
anyone who would be good at being
the president of the United States
would be vastly more impressive than
an average person. The healthy desire
for one’s leaders to empathise with
ordinary people has been conflated
with the desire for a leader who is an
ordinary person. No sensible patient
would choose his or her cardiovascular
surgeon on the grounds that the person
seemed like an average, forgetful klutz.
When it comes to certain jobs, most
would acknowledge they are best done
by those on the very far side of the
Bell Curve.

Yet even on her own terms—
“being real”—the Sarah Palin of this
book fails. ‘Real’ is now habitually
conflated with vulgar, and signified by
the least real of things—a cliché. And if
clichés must be used, why are they not
the clichés that enoble, but the clichés
of weightlifting? “We were pumped!”
“My family and I were still pumped!”

With all the resources available to
the Palin camp, surely they could have
found someone to write dialogue more
accomplished than this:

“It’s still best for the state that
you’re not there,” Todd encouraged
me. “The people who are ticked off
just cannot stand that with all the darts
and arrows they throw, your team is
still making progress. Do you kind of
get a kick out of that aspect of this?”
He grinned.

“Well, hmmm... what a
perspective,” 1 said, not grinning.
“Hey, just keep reminding me of
Grandpa Sheeran’s favourite Latin tag:
Hlegitimi non carburundum,” which,
loosely translated, means “Don’t let
the bastards get you down.”

Who talks like this? Is it credible
that this character, as drawn, would
have a grandfather so partial to Latin
quotations as to have a favourite? And
if one is going to have this family speak
in literary allusions, why not get them
right? The phrase—the most famous
in the literary history of the English
language—is slings and arrows. It is
neither trivial nor elitist to point this
out. No one among the team that wrote,
read, and vetted this book thought
it important to suggest the putative
first family’s familiarity with the most
triumphant cultural achievements of
Anglo-Saxon civilisation. Why not?

It may be true that the media
establishment would loathe Palin no
matter how she comported herself
because they’re socialist sexist snobs.
But a great many loathsome white
supremacists were persuaded that O]
Simpson did it, too, and that doesn’t
mean he was innocent. 4
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Pride of Persia

Two young Americans are hailed in Iran for belping
democracy take root in Iran

By Stephen Kinzer

A b?’O/Qen llne of terrified schoolboys, laden with

rifles and homemade grenades, crept through the streets of
ancient Tabriz as dawn broke over the starving city. Weakened
by hunger after months of siege, many of them sick, these young
men nevertheless understood that they were the vanguard of
Iran’s struggle for democracy. Above all they were inspired
by the man they followed. He was not, like other guerrilla
leaders, a defiant officer, a bandit turned patriot, or the product
of a long line of Persian fighters. Instead he was as unlikely
a revolutionary as could possibly have emerged in this proud
and ancient land: a 24-year-old schoolteacher from Nebraska
named Howard Baskerville.

Neither the inspiring figure of their leader nor the
invigorating spring breeze blowing down from the nearby
Sahand Mountains, however, was enough to persuade most
of these boys and young men that this day, April 20, 1909,
was their day to die. A hundred followed Baskerville as he set
out at first light. By the time their column approached the city
wall an hour later, fewer than a dozen remained. Nonetheless
Baskerville pressed on.

Patriots in Tabriz were resisting a counterrevolution aimed
at crushing Iran’s new democracy and restoring the decadent

From the book Reset: Iran, Turkey, and America’s Future by Stephen Kinzer.
Copyright © 2010 by Stephen Kinzer. Reprinted by arrangement with Times Books,
an imprint of Henry Holt and Company, LLC.
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Qajar monarchy. Royalist forces had surrounded the defiant
city. Their siege was terrifyingly effective; hunger and disease
killed people every day, and many of the living were reduced to
eating grass. They could survive and continue to resist only if
someone, somehow, could break through the siege line, reach a
nearby village, and return with food and medicine. Baskerville
volunteered to try.

“Be careful,” one of his American friends begged him before
he set out. “You know you are not your own.”

“No,” he replied. “I am Persia’s.”

Born in the Nebraska prairie town of North Platte and
raised in South Dakota’s Black Hills, the son and grandson
of Presbyterian preachers, Baskerville was an improbable
candidate for martyrdom. As a teenager he was pious, sober,
and studious enough to win admission to Princeton University.
There he studied religion, excelled in horsemanship, and became
a modestly successful boxer. He also took two courses taught
by Woodrow Wilson, one called “Jurisprudence” and the other
“Constitutional Government.” Wilson’s lectures stirred the
passion for democracy that shaped his short life.

After graduating in 1907, Baskerville decided to postpone
his entry into Princeton’s theological seminary and work for a
time as a missionary. That autumn he arrived in Tabriz, a 2000-
year-old city in northwest Iran that is the supposed birthplace of
the prophet Zoroaster and was built, according to legend, on the
site of the Garden of Eden. There he taught history, geometry,
and English to mixed classes—he insisted on accepting girls
as well as boys—at the American Memorial School. He also
became the school’s tennis coach and riding instructor, directed
a student production of The Merchant of Venice, and closed
his first Thanksgiving sermon with a stirring verse from Sir
Walter Scott:

Breathes there a man with soul so dead
Who never to himself hath said,

“This is my home, my native land!”

Baskerville’s students would have found those words
excruciating. For decades their prostrate homeland, heir to a
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great empire led by heroic
kings like Cyrus, Darius, and
Xerxes, had been misruled
by a dissolute dynasty and
looted by rapacious outside
powers. In 1907, Britain and
Russia signed a convention
dividing Persia—as Iran was
then known—into “spheres
of influence.” Britain took the
southern part of the country,
Russia the north. No Iranian
participated in or even knew
about the negotiations that
produced this agreement.
Yet the early 20th century
was an age of ferment and
rebellion as well as imperial
power. The Boers overthrew
British rule in South Africa.
Russian insurgents forced
Czar Nicholas II to establish
a legislature. The Russo-
Japanese war ended with
victory for Japan, suggesting
that Europeans were not fated
to dominate Asians forever.
None of these shattering
events went unnoticed in Iran.
Anger at the docile Qajar dynasty, and at the foreign powers
it served, sparked waves of protest. In 1906 these protests
achieved their unimaginable goal: democratic revolution. The
king, Muzaffer al-Din Shah, was forced to make concessions
like those King John had made seven centuries earlier
when he signed the Magna Carta. He agreed to permit the
proclamation of a constitution, the holding of elections,
and the establishment of a parliament. Under the new
constitution, freedom of speech and press were guaranteed,
monarchs were forbidden to sign treaties or borrow money
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without approval from Parliament, and all citizens were
declared equal before the law.

Forty days after reluctantly accepting this constitution—
the pain may have been too great for him—Muzaffer al-Din
Shah died. His son and successor, Mohammad Ali Shah,
described by one contemporary as “perhaps the most perverted,
cowardly and vice-sodden monster that had disgraced the
throne of Persia for many generations,” loathed the new
democracy. Determined to crush it, he dissolved Parliament
and then, on June 3, 1908, sent Russian-led artillery units to
bomb the building where it met. Scores of deputies were killed.
Protests broke out across the country, but the shah ruthlessly
crushed them. The only city he could not subdue was Tabriz,
which, because of its location near the borders with Russia and
Turkey, was the portal through which democratic ideas had
been streaming into the country for years.

Howard Baskerville was in Tabriz when royalist soldiers
imposed their siege at the beginning of 1909. He was instinctively
drawn to the constitutional cause and spent many evenings
with volunteer brigades bringing food to fighters defending
the city. Slowly he came to conclude that this was not enough.
News of the Anglo-Russian Convention outraged him, and he
delivered withering tirades to his students aimed especially at
Sir Edward Grey, the British foreign secretary, whom he scorned
as a hypocrite for spouting the platitudes of democracy while
supporting the slaughter of Iranians who were fighting for it.
One of his closest Iranian friends, Hussein Sharifzadeh, became
a leader of the Tabriz resistance, and when Sharifzadeh was
assassinated, Baskerville’s outrage reached new heights. In the
spring of 1909 he decided to raise a volunteer force and join the
defence of Iranian democracy.

“I cannot watch calmly from a classroom window as the
starving people of this city fight for their rights,” he told his
students on his last day at school.

A few days later, Baskerville was asked to speak at a dinner
honouring officers who were leading the defence of Tabriz. “I
hate war,” he told them, “but war can be justified in pursuit of
a greater good—in this case, the protection of a city and the
defence of constitutional liberty. I am ready to die for these
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causes!” The audience broke into applause and cries of “Long
live Baskerville!” He responded by singing a chorus from his
favourite song, “My Country *Tis of Thee.”

By this time, Baskerville was spending his days drilling
schoolboys in the arts of war and his evenings poring over
encyclopedia articles that explained how to manufacture
grenades. This horrified the American consul in Tabriz,
Edward Doty.

“I am compelled to remind you that as an American
citizen, you have no right to interfere with the internal
politics of this country,” Doty told him one day in front of
his young recruits. “You are here to act as a teacher, not as
a revolutionary.”

“I cannot remain and watch indifferently the sufferings
of a people fighting for their rights,” Baskerville replied. “I
am an American citizen and proud of it, but I am also a
human being.”

On the night of April 19, 1909, Baskerville shared his
last meal with Reverend Samuel Wilson, the principal of the
American Memorial School, and his wife, Annie, who had been
born in Iran and passionately loved its people. They drank milk,
and joked about how odd it was for this to be the last drink a
man would want before setting off to battle. A few hours later
Baskerville met his hundred volunteers and began leading them
toward the outskirts of Tabriz. Every few minutes, another
handful of them lost their nerve and deserted.

Baskerville pressed on. Just after he passed through the city
wall, a sniper’s bullet whizzed by his head. He fired back, then
paused until he felt satisfied the sniper had retreated. That was
his fatal mistake. When he stood to wave his boys ahead, the
sniper reappeared and fired twice. A bullet pierced his heart and
killed him.

“The boys rushed to the gate to carry him in, all of us
sobbing and lamenting,” Annie Wilson wrote the next day
in a tormented 16-page letter to Baskerville’s parents. “We
carried him to our room and laid him out on our own bed,
and Mrs Vannemen and I washed the dear body, with blood
staining through his shirts and covering his breast and back....
We dressed him in his black suit, and when all the sad service



was done, he looked beautiful and noble, his firm mouth set in
a look of resolution and his whole face calm in repose. I printed
a kiss on his forehead for his mother’s sake. A white carnation
is in his button-hole, and wreaths of flowers are being made.
Our children made a cross and crown of the beautiful almond
blossoms now in bloom. The governor came at once, expressing
great sorrow, saying, ‘He has written his name in our hearts and
in our history.

Thousands gathered silently to watch as Baskerville’s
coffin, covered with 16 floral wreaths, was drawn through
the streets of Tabriz to the Presbyterian church. A leader of
the embattled parliament that Baskerville had died to defend,
Sayyed Hasan Taqizadeh, was among the eulogists.

“Young America, in the person of young Baskerville,
gave this sacrifice to the young Constitution of Iran,” he said
solemnly.

Five days after Baskerville’s death, Tabriz fell. Royalist
troops and their Russian allies stormed into the city and
disarmed every resistance fighter they could find. Their
victory, however, was short-lived. As soon as citizens returned
to health, they resumed their fight for democratic rule. So
did others across Iran. Their defiance grew into a national
movement, and finally Muhammad Ali Shah’s counter
revolution collapsed. He abdicated on July 16, 1909, just three
months after Baskerville’s martyrdom. Parliament reconvened,
constitutional government was re-established, and Iran resumed
its march toward democracy.

Today Howard Baskerville is an honoured figure in Iran.
Schools and streets have been named after him. His bust, cast
in bronze, commands a salon at Constitution House in Tabriz.
A plaque beneath it says, “Howard C Baskerville—Patriot and
Maker of History.”

Baskerville is more than just an Iranian hero. He
embodied the shared values that bind Iranians to Americans.
Long before many other Middle Eastern nations had come
into existence, the Constitutional Revolution brought modern
ideas to Iran. These ideas have produced a nation that
has more in common with the United States than almost any of
its neighbours in the world’s most troubled region.
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MORGAN SHUSTER

The sunburned, dust-covered gentleman who stepped out of a
rough carriage in Tehran at dusk on May 12, 1911, arrived
like a lawman into a terrified town. He came to help a once-
proud country that had fallen pitifully from past glories. Two
foreign powers, Russia and Britain, had signed a ‘convention’
dividing Iran between them. To consummate it, they needed to
crush Iran’s fledgling parliament. Members of parliament cast
desperately about for a way to resist and save their country’s
democracy. They decided they had but one hope: hire an
American.

The one they found, Morgan Shuster, agreed to serve for
three years in a post parliament created especially for him:
Treasurer General of the Persian Empire. His assignment, with
no tool other than law, was to force the Russians and the British
to submit to parliament’s will.

Turning to an American was a logical step for Iranian
democrats. The United States was their inspiration: a former
British colony that had thrown off its chains and advanced to
glorious self-rule, just as Iran hoped to do.

“The United States at this stage looked like the partner Iran
had long hoped to find in the West—anti-feudal, anti-colonialist,
modern but not imperialist—a truly benevolent foreign power
that would, for once, treat Iran with respect,” one historian has
written. “If we think of the British and the Russians in the 19th
century as the ugly sisters, then at this time Morgan Shuster and
his United States looked like Prince Charming.”

Though he was just 34 years old, Shuster had impressive
experience in the esoteric art of organising chaotic countries. He
had designed a tax system for the Philippines, where he worked
under governor-general William Howard Taft, and then became
director of the Cuban customs service. In both posts he had won
a reputation as hard-working and utterly incorruptible.

“I had never even dreamed of going to Persia before my
appointment,” he later wrote, “but the eloquence of the Persian
chargé d’affaires at Washington, Mirza Ali Kuli Khan, removed
my early doubts, and I finally decided to do what I could to help
a people who had certainly given evidence of an abiding faith in
our institutions and business methods.”



Upon arriving in Tehran, Shuster made an instant and
shocking impression, not by something he did but by something
he failed to do. Foreigners normally called on diplomats from
Russia and Britain—the countries that had divided Iran into
‘spheres of influence’ four years earlier—to beg permission to
begin work. Shuster ignored this custom. He let it be known
that since he worked only for parliament, he would pay fealty
to no one else.

This was the beginning of his rise and fall.

Iran had made remarkable strides toward democracy in the
five years since its Constitutional Revolution. There had been
two elections. A royalist counterrevolution—the one in which
parliament was bombarded and Howard Baskerville killed—had
been defeated. Universal male suffrage had been proclaimed.
Religious minorities were guaranteed seats in parliament. Two
vigorous political parties had emerged, one favouring women’s
rights and public education, the other promoting conservative
religious values.

This vibrant democracy, though, was only a shadow.
Parliament had no authority over most of the country. British and
Russian occupiers ignored its laws. Between these commanding
imperial powers and an increasingly assertive parliament,
conflict was inevitable.

A few days after Shuster arrived in Tehran, parliamentary
leaders visited him at Atabak Palace, the 30-room stone villa
they had given him as an office and residence. He told them
he intended to follow the same principle that had guided his
work in the Philippines and Cuba: taxation is the indispensable
foundation of a stable state, and therefore taxes must be
collected vigorously and impartially. In Iran, though, many
wealthy landowners lived under British or Russian protection
and paid no taxes to the central government. They would do so
only if forced.

Shuster asked parliament to raise a 12,000-man gendarmerie
dedicated exclusively to enforcing tax laws. Parliament agreed,
and recruitment began. The first trained units were sent to
confiscate property from tax delinquents in the Russian sphere
of influence. That set off a fateful crisis.

The aroused Czar Nicholas II sent thousands of troops
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to Russian bases in northern
Iran and threatened to occupy
Tehran if parliament did not
stop its meddling. Britain joined
the saber-rattling, reinforcing its
garrisons in the south.
Shuster did not flinch.
Parliament, he later wrote,
“more truly represented the best
aspirations of the Persians than
any other body that has ever
existed in that country. It was
as representative as it could be
under the difficult circumstances
which surround the institution
of the Constitutional
government. It was loyally
supported by the great mass
of the Persians, and that alone
was sufficient justification for
its existence. The Russian and
British governments, however,
were constantly instructing their
Ministers at Tehran to obtain
this concession or block that
one, failing utterly to recognise
that the days had passed in
which the affairs, lives and
interests of 12 millions of people
were entirely in the hands of an
easily intimidated and willingly bribed despot.”
The final confrontation began at midday on December
9, 1911, with an ultimatum from the Russian ambassador in
Tehran. Parliament must dismiss Shuster within 48 hours—and
also promise “not to engage in the service of Persia foreign
subjects, without first obtaining the consent of the Russian and
British legations.”
Many Iranians were outraged by the directness of this
demand. Shuster’s insistent defence of democracy had captivated
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them, and he suddenly found himself the embodiment of a
nation’s dreams. Patriots clamoured to defend him. One of the
country’s most beloved poets, Aref Qazvini, vented his passion
in a tasnif, or popular song:

The thief is out for theft and the brigand for brigandage, my friend,

Our history will become the laughingstock of the world if we allow
Shuster to go from Iran, from Iran Shuster to go.

O life of the body, O soul of the world, O real treasure, O eternal
pleasure—O Shuster!

May God keep thee here... Thou art a part of us, how can we live
apart from thee, O Shuster?

By agreeing to dismiss Shuster, parliament would be
accepting the rule of foreign powers over Iran. Refusing would
bring unknown but certainly terrible consequences. When
parliament convened on the morning of December 11, all of its
members knew that Iran’s infant democracy was facing its first
decisive choice. Shuster was there, and described the scene in his
poignant memoir, The Strangling of Persia:

It was an hour before noon, and the Parliament grounds and
buildings were filled with eager, excited throngs, while the galleries
of the chamber were packed with Persian notables of all ranks and
with the representatives of many of the foreign legations. At noon
the fate of Persia as a nation was to be decided...

The proposal was read amid deep silence. At its conclusion
a hush fell upon the gathering. Seventy-six deputies, old men and
young, priests, lawyers, doctors, merchants and princes, sat tense in
their seats.

A venerable priest of Islam arose. Time was slipping away, and
at noon the question would be beyond their vote to decide. This
servant of God spoke briefly and to the point: “It may be the will of
Allah that our liberty and our sovereignty shall be taken away from
us, but let us not sign them away with our own hands!” One gesture
of his hands, and he resumed his seat.

Simple words, these, yet winged ones. Easy to utter in academic
discussions; hard, bitterly hard, to say under the eye of a cruel and

overpowering tyrant whose emissaries watched the speaker from
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the galleries and mentally marked him down for future torture,
imprisonment or worse.

Other deputies followed. In dignified appeals, brief because the
time was so short, they upheld their country’s honour and proclaimed
their hard-earned right to live and govern themselves.

A few minutes before noon the vote was taken.... And when
the roll call was ended, every man, priest or layman, youth or
octogenarian, had cast his own die of fate, had staked the safety of
himself and his family, and hurled back into the teeth of the great
Bear from the North the unanimous answer of a desperate and
down-trodden people who preferred a future of unknown terror to
the voluntary sacrifice of their national dignity and their recently

earned right to work out their own salvation.

By its defiance, parliament invited its own destruction.
Russian troops marched on Tehran and occupied it. Their
commander then ordered the submissive Ahmad Shah—
actually his British-educated regent, since the shah was just
14 years old—to dissolve parliament and dismiss Shuster. The
orders were quickly drawn up. Soon afterward, a despondent
former Treasurer General of the Persian Empire stepped into an
automobile to began his long trip home.

“Our task in Persia, to which we had looked forward
with both pleasure and pride, had come to a sudden and most
unpleasant end,” Shuster wrote. “As I stood in a circle of
gloomy American and Persian friends, about to step into the
automobile, I could not help recalling the evening of my arrival
at the same spot just eight months before, and there swept over
me the realisation that the hopes of a patient, long-suffering
Muhammadan people of reclaiming their position in the world
had been ruthlessly stamped out by the armies of a so-called
civilised and Christian nation.”

Iran’s first experiment with democracy was over, crushed
by foreign power. It left a vivid imprint on the nation’s collective
psyche. During these early years of the 20th century, Iranians
discovered what democracy is. They wanted it for themselves—
and might have had it if their country had not been found to be
sitting atop an ocean of oil. 2r



Worth Noting by Tom Switzer

A good deal of confusion has accompanied the rise, death and
rebirth of conservatism in America

“What the Heck Are You Up To, Mr.
President?’: Jimmy Carter, America’s
‘Malaise,” and the Speech that Should
Have Changed the Country

by Kevin Mattson

Bloomsbury, New York, 2009

The Death of Conservatism

by Sam Tanenhaus
Random House, New York, 2009

The Persecution of Sarah Palin: How
the Elite Media Tried to Bring Down
a Rising Star

by Matthew Continetti

Penguin Sentinel, New York, 2009

Until recently, Republicans were in the
doldrums. Having lost both levels of
Congress in 2006 and the White House
in 2008, the Grand Old Party (GOP)
became the minority party in
Washington. A Time cover last year
declared Republicans an “endangered
species”. Liberal Democrats dominate
US politics for the first time since
Lyndon Johnson’s Great Society. But
there are signs of hope for the Right.
At the time of writing, Barack Obama’s
poll numbers are at record lows and
his policy agenda is stalled in legislative
limbo. After winning the Massachusetts
senate seat that the Kennedy clan had
held for 60 years, Republicans are set
to claw back Democratic majorities in
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November’s congressional elections.
These three books help explain the
downfall and rebirth of the
American conservative movement. All
are worth reading, but none presents a
convincing thesis.

As a political era, the conservative
realignment began in 1979—in
response to Vietnam, Watergate, the
oil crisis, economic stagflation and the
decline of American power overseas.
All of these concerns were reflected in
Jimmy Carter’s 32-minute television
address to the nation on 15 July 1979.
Ohio University historian
Mattson thought the speech was so
significant that he has made it the
subject of his book, What the Heck
Are You Up To, Mr. President? (which
takes its title from a New York Post
headline about the president’s 10-day
absence during which he was planning
this key-note speech). In his Oval
Office remarks, Carter proclaimed a
“crisis of confidence” in America, one
“that strikes at the very heart and soul
and spirit of our national will.” It
came to be known as ‘the malaise
speech,” even though he never uttered
the m-word.

The response was initially popular:
it touched something in the American
psyche, a worry about failing their
better ideals. Yet the speech is widely
blamed for dooming Carter’s re-
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election prospects in 1980. The
conservative reaction was reflected in
Ronald Reagan’s optimistic counter-
narrative: “I find no national malaise.
I find nothing wrong with the American
people.” It was rooted in nostalgia for
the post-war decades, a sense that the
US, once the unchallenged global
leader, was in decline, and that to
reverse that decline it was necessary to
re-embrace the notion of
exceptionalism—the idea that America
is a different nation that has a special
duty to redeem the world. Where
Carter had come to stand for defeat
and acceptance of limits, Reagan stood
for victory and unbridled optimism.
Far from seeing it as a big mistake,
Mattson contends that Carter’s speech
is almost on par with Martin Luther
King’s “I Have a Dream” speech or
Abraham Lincoln’s Gettysburg
Address—a brave attempt to guide an
insecure nation out of the morass, a
vision that the author believes could
resonate today. Mattson laments that
the president’s opponents on Left (Ted
Kennedy) and Right (Ronald Reagan)
twisted its meaning, but Carter spoke
a language that was alien to the
American tradition. Unlike Wilson,
Roosevelt and Kennedy, he seemed to
be telling his fellow citizens that
America was a nation in decline and
they needed to recognise that the
period of US global pre-eminence was
over. Not for Carter any grand, noble
Taken together
widespread sense that Carter was

causes. with a

“generally not in control of things,”
the malaise speech culminated in
Reagan’s landslide victory.

Mattson is right to mark 1979 as
a turning point in the political
landscape. Modern conservatism, born
in the mid-1950s, reached its zenith
with Reagan’s elections in 1980 and
1984, and it was propelled by
intellectuals and by publications that,
according to New York Times Book
Review editor Sam Tanenhaus, “spoke
to the deepest issues of culture and
society”. Today, however, it is heading
towards oblivion, if Tanenhaus’s title
The Death of Conservatism is correct.
“Today’s conservatives,” he writes,
“resemble the exhumed figures of
Pompei, trapped in postures of frozen
flight, clenched in the rigor mortis of a
defunct ideology.” They should offer
fresh measured ideas instead of the
same old apocalyptic malice. More
Edmund Burke; less Rush Limbaugh.

It’s true the GOP lacks a national
leader, it is riven by factionalism and,
as the intellectual shallowness of
Glenn Beck and Ann Coulter shows,
the movement sometimes displays a
lack of philosophical reflection. But
Tanenhaus overstates his thesis that
modern conservatism is outmoded.
According to polls, 40 per cent of
Americans identify themselves as
conservatives whereas only 20 per cent
say they’re liberal. Tanenhaus frets
about the ideological shrillness on the
Right, but says nothing about the
wing-nuts on the Left. He says the



conservative movement has lost its
connection with classic conservatism’s
own essential modesty: its proper role
was to act as a counter to ‘liberal
overreach’; now it’s focusing more on
uncreative destruction. Yet he does not
equate the Democratic spendthrift
agenda, especially nationalised health
care and cap-and-tax climate policy,
as evidence of a ‘liberal overreach’,
even though polls show a majority of
Americans are deeply uneasy with a
let-government-solve-it agenda.
Butwhile Republicans are crawling
out of the graveyard, it is unlikely they
will nominate Sarah Palin as their
presidential candidate in 2012. The
Weekly Standard’s Matthew Continetti
says the former Alaskan governor
should not be underestimated. In The
Persecution of Sarah Palin, he argues
that the media reached new levels of
dishonesty and double standard in its
treatment of John McCain’s running
mate during and after the 2008
campaign. “Palin’s enemies decided
nothing’s too personal to attack—
including her marriage, children, faith,
even her wardrobe.” Indeed, it is
disturbing how Palin—a working mum
who was only the second female vice-
presidential candidate in US history—
has driven so-called progressives into
fits of contempt and condescension.
During the campaign, the media spread
several falsehoods: for example, that
she didn’t read any newspapers; she
didn’t know Africa was a continent;
and she said she could see Russia from

88189 American Review

her house. Continetti rejects these and
other claims in convincing fashion.

The problem, though, is that Palin
violates not just the sensibilities of
“urban elites,” but also a good chunk
of Middle America, including
Republicans. So much so that leading
conservative columnists David Brooks,
George Will and Peggy Noonan think
she is a cancer on the GOP. A recent
Washington Post poll shows that 71
per cent of Americans—including 52
per cent of Republicans—think she is
not qualified to be president.

Americans, unlike Australians
who tend to be more temperamentally
conservative, are a fickle lot. Having
elected Obama 18 months ago, they
have now got tired of waiting for him
to bring the kind of change that they
wanted: only 37 per cent think the
nation is on the right track (against
58 per cent who believe it is on the
wrong track). Perhaps, as Mattson
suggests, three decades after president
Carter’s malaise speech Americans
are still struggling to come to grips
with their nation’s limits in a complex
world that does not conform to their
expectations. No one should be
surprised if, in November, they decide
they are fed up with the Democrats
who  control  the House of
Representatives and Senate and vote
Republican in the mid-term elections.
That won’t set the scene for Palin
in 2012, but neither does it signal
the death of conservatism in the
United States. sz
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Advance Column by Rory Medcalf

Battered by the financial crisis, American thinktanks are facing
strong competition from new institutes from Asia to Europe

America enjoys—or suffers—a surfeit
of self-reflection about its place in the
international basically
invented the foreign policy thinktank
tradition, and still has a third of the
world’s approximately 6300 research
institutes, with hundreds of these odd
beasts surviving in Washington DC
alone.

But America’s busy wonks share
an increasingly crowded global stage,
even if the global financial crisis has
dented a little of the enlightened

order. It

private-sector generosity that
underwrites a truly independent
thinktank. As Asia’s wealth and

strategic weight rises, many distinctly
Asian policy voices are becoming
prominent. Meanwhile,
efforts are afoot to revitalise some
venerable European institutes with a
global focus.

This column will trawl the world’s
international policy waters for new
ideas and projects. It will offer selective
judgements about what is original and
what matters, as America redefines its
place in an Asian century.

Here are some spaces to watch.

Established more than three years
ago, in part as a marshalling ground
for  pragmatic,  security-oriented
Democrats, the Centre for a New
American Security (CNAS) has become
a fixture in the Washington policy
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world. The movement of its founders
to important posts within the Obama
Administration has not dulled the
CNAS edge: it continues to look
critically and constructively at how
the US might best manage its fiendishly
busy security agenda.

Thankfully CNAS is moving
beyond its reputation as
‘counterinsurgency central’, looking
for instance at the risks of globalising
the US defence industry as well as
more traditional concerns. I highly
recommend the CNAS project on US
diplomacy and development, and in
particular its January 2010 report,
Engaging the Private Sector for the
Public Good: The Power of Network
Diplomacy, which looks at the
prospects for creatively enlisting the
private sector in the more flexible,
fleet-footed style of foreign policy
advocacy essential for traction in a
globalised environment. Mercenaries
may bring all sorts of negative baggage
when they fight America’s wars, but a
very different type of contractor may
be just the ticket for influencing foreign
public opinion—something too many
old-school diplomats liked
sullying their fingers with anyway.

Moving to a more familiar and
conservative spot, some of the freshest
open-source analysis on the case for
the United States to stand up militarily
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to a rising China is coming from the
curiously-named Project 2049
Institute. This outfit—boutique by
Washington DC standards—was set
up in 2008, in its own words, “to
guide decision makers toward a more
secure Asia by the century’s mid-
point”.

There is an accent on the defence
of Taiwan—the title of the institute
hinting, after all, at the goal of ensuring
peace across the strait a century after
the end of the
Regardless of where you stand, there
is fascinating research here on the
challenges posed by new People’s
Liberation Army (PLA) capabilities,
the new ‘great game’ in anti-satellite
warfare, and the potential for Southeast
Asia to offer new points of influence in
the region.

The more established thinktank
brands have no shortage of media
oxygen, but they deserve mention
when they innovate to unpack new
challenges—and Brookings’ Managing
Global Insecurity (MGI) project is a
case in point. With partners at New
York and Stanford universities, global
advisory groups and funding from,
among other places, the British
government, the focus is on how to
renovate the failing institutional
infrastructure—in economics, security
and diplomacy more broadly—of a
globalised world.

Their 2009 report,
Confronting the Long Crisis of
Globalisation, identifies the need for

Chinese civil war.

December

nothing less than new attitudes to
international cooperation: the priority
needs to be management of shared
risk, instead of national interest. Good
luck, one might say after Copenhagen.
Yet the quest rightly goes on: a key
theme for MGI in the period ahead is
dialogue with emerging powers on
global stability and transnational
threats. The limits of cooperation are
real, but it is ludicrous to assume they
have been reached with China, India
and other powers that still have far to
go in realising the global nature of
their interests.

Turning to the thinktank scene in
Asia, a truly large and inclusive
enterprise in security analysis and
policy advice is underway, with the
MacArthur Foundation’s Asia Security
Initiative, funded to the tune of US$68
million over seven years. The John D
and  Catherine T  MacArthur
Foundation, provided for by its late
founders’ and property
fortune, remains a leviathan of
philanthropy, with assets of US$5.1
billion even after the global financial
storm.

The keyword to its Asia initiative
is cooperation. The logic is that the
world’s most economically promising
region is also frighteningly vulnerable
to conflict. Independent American
money is therefore underwriting an
ambitious effort to build up institutes
across the Asia-Pacific, foster a new
generation of practically minded
scholars and forge policy-shaping
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networks among them. Already, no
fewer than 27 institutions are taking
part, with core bodies in China, South
Korea and Singapore. The broad
subject areas are cultivating regional
cooperation, reducing tensions in
Northeast Asia and managing internal
challenges.

In its first year, the initiative’s
achievements include starting the
region’s most inclusive security forum:
a widely read blog that carries
everything  from  nonconformist
Chinese perspectives on North Korea,
Indian views on how to reassure
Pakistan about Afghanistan, realist
Australians’ antidotes to their prime
minister’s vague version of regionalism,
insights into the enigma of Japan’s
new government, and a window on
unrest in Burma, Bangladesh and
beyond. (Let me confess that my own
intellectual home, Sydney’s
Institute, is a MacArthur grantee: our
three-year project will aim to identify
realistic ways to minimise risks of war
among Asian powers once they have
reached their limits of cooperation, in
the maritime, nuclear, cyber, space and
energy domains.)

Finally, from the new world to the
old: some of the most genuinely
strategic thought in Europe is coming
from what some would consider an
unlikely place—long-neutral Sweden.
The Swedish Defence Research Agency
(Totalforsvarets forskningsinstitut or
FOI) has long been the quiet achiever
of the global open-source intelligence

Lowy
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scene—and  its  hard-to-navigate
website remains a great place to go if
you want to understand, say, the future
of Russia’s military or what global
warming means for submarine-based
deterrence,  though it
inconveniently lacks high-level US
clearances. But the new prophet in
town is an old one rearmed. The
Stockholm International Peace
Research Institute (SIPRI) is finding
new life under the dynamic Bates Gill.
It still publishes the trusty annual red
book, collating global
spending and the like, but is branching
into wider and more contemporary
sorts of analysis.

The SIPRI China and Global
Security Project, in particular, is
shaping up to be Europe’s best source
of understanding on how China’s
military power and awareness of its
global vulnerabilities might affect the
world, for worse but for better too.
Set up by China expert Linda
Jakobson, this program looks set to
craft an unusually broad and impartial
view of what Beijing’s rise means for
global security—a far cry from the
threat-centric assessments of many
United States thinktanks, or the
filtered stuff from China’s own vast
policy mills.

And we can thank the new SIPRI
for commencing what one hopes will
be a multi-stage facelift to what was
becoming the dullest website in all of
deepest, earnest thinktankdom. Bravo,
and more please. 2r
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Lincoln’s Watch by james Fallows

When it comes
to foreign policy,
America wants
it both ways—to
be admired for its
principles while
remaining
feared and

powerful

The ongoing theme of this
column will be the gap between the
ideals of American foreign policy
and the messy realities of American
involvement in the world. That a gap
exists is obvious to anyone who has
studied history or, for that matter, ever
watched the news. But the forces that
create it are more interesting than most
people assume, and more fundamental
than is true in many other countries.
Are Americans hypocrites when
they extol democracy but prop up
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dictators? When they can’t stand a
communist ruler in Cuba but raise
toasts to communist rulers in Beijing?
When they send troops to depose a
tyrant in Iraq but plead helplessness to
intervene against tyrants and genocide
in a dozen other less strategically
placed countries?

Of course they are—as is obvious
to many Americans and to most
people outside the country. But that’s
hardly a revelation. Any country will
give primacy to its national interest,



even those small, social-democratic
states that define national interest as
setting a moral example for others.
What makes the United States unusual
is the built-in tension—the inescapable
hypocrisy—in its approach to the
world. China’s foreign policy may be
harsh but is rarely hypocritical. It says
it will look out for its own commercial
and strategic interests and minimise
other involvement, and that is what it
does. American leaders and diplomats
are constantly saying one thing and
doing another; and they are bound to
keep behaving that way.

The tension between principle and
practicality has been present since even
before the North American colonies
had formed a United States. In 1776,
the Declaration of Independence was
addressed to a worldwide audience
and proclaimed the universal rights
of mankind. Twenty years later, as
he prepared to leave office, George
Washington
warning against entangling the nascent
American “peace and prosperity in the
toils of European”—that is foreign—
“ambition, rivalship, interest, humour,
or caprice.”

In that 20-year cycle is the story
of American policy, repeated by the
43 presidents who have come after
Washington. Whenever one of them
has become too practical minded and
overtly motivated by the coarsest kind
of national interest, his successor has
declared the need to lift America’s
sights, restore the nation’s vision,

issued his  famous

and resume America’s ‘real’ place and
beacon of liberty to the world. And
whenever a president has become
too high minded, theoretical and
indifferent to the practicalities of
military and economic competition,
his successor has promised a return to
common sense, hard-headed realism
and a determination to fight hard for
tangible American welfare rather than
airy international goals. The American
public wants it both ways—to be
admired for its principles, and to be
feared and powerful and rich. Without
an ideal to stand for, America does not
feel like itself. With too many ideals,
it feels naive.

Thus the constant alternation.
After Richard Nixon proved too
crass even to stay in office, the public
embraced the overtly pious Jimmy
Carter. In retrospect he’s seen as a
failure; but at the time, during his
rise (I was working for him, as a
speechwriter), his patent
was the basis of his appeal. After
Carter appeared to be overwhelmed
by the avalanche of problems of the
late 1970s—OPEC, the Ayatollah in
Iran, the Soviets in Afghanistan, a
prime interest rate of 21 per cent—the
public turned to Ronald Reagan with
his promise to stop the theorising
and make America strong and proud
again. With unglamorous practicality,
George H.W. Bush put together the
vast anti-Iraq coalition of the first Gulf
War. He was pushed from office by the
then-idealistic seeming and vigorous

idealism



young challenger Bill Clinton, who
blasted Bush for betraying American
consorting with  the
“butchers of Beijing” after their
crackdown in Tiananmen Square.
As a candidate in 2000, a plain-
spoken (to put it politely) George
W. Bush mocked Al Gore for his
high-mindedness about international
cooperation on climate change and
similar issues. As a re-elected president
in 2005, Bush struck an idealistic
note that exceeded in sweep anything
Jimmy Carter or even Woodrow
Wilson had ever said. He proclaimed
in his second inaugural address that
the tawdry business of balancing
principle against practicality was at
an end, since “America’s vital interests
and our deepest beliefs are now
one.” Thus the United States could
undertake a policy of “ending tyranny
in the world.”

In its doomed ambition, Bush’s
speech was practically an invitation
to charges of hypocrisy. How did
the latest scandal of the Karzai
government reflect America’s deepest
beliefs? What about Saudi beheadings
and strictures
religious law? But this was merely an
extreme instance of the more general
problem: Americans wanting to think
well of themselves for their idealism,
but also wanting to get all the
practical advantages they can. This is
the tension to be explored in upcoming
columns: about America’s evolving
policies in China, in the Middle East,

values by
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through the former Soviet empire,
and elsewhere.

A vparallel question is whether
another route might be available:
instead of the repeated swings back
and forth, a more consistent and
sustainable policy that encompassed
both parts of these contending national
impulses. For all his reputation as a
moraliser, Jimmy Carter made a serious
attempt to describe such a policy. In
a speech at Notre Dame in 1977 that
was his major statement as president
on human rights, Carter said, in
contrast to G.W. Bush, “We live in a
world that is imperfect, and which will
always be imperfect.” Yet despite the
certainty of imperfection and likely
failure, he said, it was important to
press on: “It is a mistake to undervalue
the power of words, and of the ideas
that words embody.”

If such rhetoric sounds strangely
contemporary, it is because it
resembles the major speeches of
Barack Obama. In his most influential
and carefully analysed addresses—
about race in America, when running
for office, and about relations with
the Islamic world and the potential
for nuclear disarmament, in his time
as president—Obama has presented a
strikingly modest form of idealism. He
is aware of obstacles and the tragedies
of human nature. Yet he has argued
for slow but continued steps ahead.
We’ll see how long he can sustain that
vision, and whether it can reduce the
ideals/reality gap. 2z
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Conversations for a smarter planet: 9 in a Series
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Smarter government for a smarter planet.

As state and federal governments work toinfuse intelligence
into their transport, energy, water, telecommunications
and other systems in order to stimulate economies and
benefit citizens, it begs the question: can the operations of
government itself become smarter?

Smarter government will do more than simply regulate the
outputs of our economic and societal systems. It will be a
smoothly functioning system itself, interconnecting
dynamically with citizens, communities and businesses in
real time to spark growth, innovation and progress. The
challenges are many - from departmental silos to process
delays to lack of transparency and accountability. But
governments around the world are showing real progress.

Smarter government means collaborating across
departments and with communities - to become more
transparent and accountable, to manage resources more
effectively, and to give citizens access to information
about decisions that affect their lives. In the UK, Southwest
One, an innovative joint venture, is providing shared
services by integrating many functions of the Somerset
County Council, the Taunton Deane Borough Council, and
the Avon and Somerset Police. And in Albuguerque, New
Mexico, a business intelligence solution has improved
efficiency by 2,000% in the city’s ability to generate reports
and keep citizens informed.

Smarter government means helping to promote economic
growth by streamlining cumbersome processes and
simplifying reporting requirements, which are especially
burdensome to small agencies. For example, the Maryland
Department of Labour, Licensing and Regulation have
enabled online renewal of professional licenses and public
verification of valid license holders.

And the Belgian Crossroads Bank for Social Security has
automated 42 services for employers, eliminating 50
social security declaration forms. As a result, 23 million
declarations were made electronically in 2008 - a major
productivity benefit for Belgian businesses, saving them
an estimated $1.7 billion a year.

At the most fundamental level, smarter government means
making operations and services truly citizen-centric.
Leading governments are integrating their service delivery,
establishing offices that support multiple services and
placing the most needed transactions on the Web. For
example, hereinAustralia, Centrelink helps the government
to provide appropriate service offerings based on citizens’
life events, such as marriage, the birth of children and the
need for elder care. Kyoto, Japan, created a Web site that
allows all people, regardless of their abilities or native
language, to access city information.

And then there are those times when being citizen-centric
with speed and accuracy may be a matter of life and
death. During the recent wildfires in California,
government agencies turned to Twitter to provide real-
time updates on the status of the fires - directing people
without power, but with mobile devices, to Google Maps
for evacuation information.

Recently, IBM® convened to host the first of a series of
“smarter cities” summits in Berlin. Leaders and forward
thinkers from around the world shared ideas about smart
healthcare, smart traffic, smart water management, smart
energy and more. And among the most promising
innovations they mapped out were those they plan to
apply to government itself.

Let’s build a smarter planet. Join us, and see what others
are thinking, at ibm.com/think/au
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