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PPLS 241 Introductory lecture and discussion:|

How many permanent members does the U.N. Security Council have?

Portion of the Federal budged (US) designated for foreign aid: 25% 20% 15%
10% 5% 1%

Who was the first Arab in space?
How many amendments does the current Japanese constitution have?

Identify the author of this remark: “Whether you like it or not, history is on our
side. We will bury you.”

Which country did Angola and Mozambique win their national independence
from?

Name President of Chile who died during a revolt in 1973.
Which country is least corrupt according to the Corruption Perceptions Index?

Which country prohibits the entry of chewing gum on its territory?

International Relations: the study of interactions among states, non-state
organizations, and international institutions.

International Politics: the study of political aspects of international relations.

State: a political and sovereign entity that occupies a territory with a permanent
population.
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Careers in International Relations (discussed in class):

Diplomatic work stationed abroad (Foreign Service)
Degrees required: B.A. M.A. J.D.

Diplomatic work stationed in US (Civil Service)
Degrees required: B.A. M.A. J.D.

Government work (Defense, Homeland Security, Commerce, etc.)
Degrees required: B.A. M.A. J.D.

Non Government Organizations
Degrees required: B.A. M.A. Law

“Think Tanks”
Degrees required: M.A. Ph.D.

Degrees required: M.A. Ph.D.

Clearance (in some cases it is necessary)
Knowledge of a foreign language
Experience living, sereving, or working abroad
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The “Big Three” Factors influencing international relations
© Shiraev, E. & Zubok, V. International Relations (McGraw-Hill, forthcoming)

National security

Concerns about national security motivate decision-makers to generate or (1) buildup
power to thwart potential and actual dangers or (2) seek protection by sharing power
with other states or forces.

Pragmatic interests
National leaders and other influential individuals pursue specific practical goals
including (a) economic and (b) political interests.

Psychology

Decisions are made based on perceptions about own country, the world, and
international relations. Such perceptions are ranging from passing evaluations to
stable, structured beliefs called ideologies.

A Multiaxial assessment of international relations © Shiraev, E. (2000, 2004)

Axis 1. Institutions and communications. Government institutions and the structure of
social and political networks influence FP. Pay attention to: the type of government;
formal distribution of roles among foreign policy institutions; frequency of national and
local elections; the design and ownership of the media; and basic socioeconomic
conditions.

Axis 2. Political landscape. Specific political interests and developments influence FP.
Pay attention to: specific economic interests and representing political groups;
government coalitions with other parties; debates and struggles within the government;
political struggle between the ruling party and other political forces; domestic and
international political issues relevant to election campaigns; government’s relations
with the military.

General socio-cultural variables. Cultural values and norms (religious, moral,
ethnic, or national) influence FP. Pay attention to: Isolationist or interventionist values;
religious beliefs; nationalist aspirations, historic experience; and general stereotypes
and prejudice toward particular foreign policy, etc.

Contextual and situational factors. Any specific events or individuals could
affect FP. Pay attention to: Events, special circumstances, and individual
characteristics of decision-makers.
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Two views of International Relations:

The Normative approach - The view of international relations that distinguishes between good and evil,

right and wrong policies, or appropriate and inappropriate actions. Countries, governments, nations, cultural
groups, and events are evaluated from a particular outlook or norm.

The Relativist approach - The view that reduces the importance of normative judgments in descriptions and
assessments of international relations. It encourages the recognition of the rule of equal responsibility and
multiple outcomes in international events.

Occupants or liberators?
A Russian soldier and a German woman. Germany 1945
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The Middle East Puzzle. “No justice—no peace.” “No peace—no justice.”

Selected issues from an observer’s view. © Eric Shiraev
VIEWS and The right to exist | The Status of The right to
i ISSUES— as a sovereign Jerusalem return
state
Radical Israel will not | Must become | Complete and
Palestinian exist or _mig_ht capita! of unconditional
be aregionin |Palestine
Palestine
Moderate |Israel canexist |Partial control | Compensation
Palestinian can be g_ranted can b(_e
to Israelis negotiated
Moderate |Palestinecan |Partial control |Limited right to
Israeli exist can be gr_ar_lted return
to Palestinians
Radical Palestine will | Must remain No right to
Israeli not exist or capital of Israel |return
might be a
province in

Israel
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Negative IR: deliberate search for and focus on negative
developments, foreign-policy blunders, mistakes, setbacks
and pessimistic assessments of international relations.

Positive IR: deliberate search for and focus on positive
developments, foreign-policy successes, achievements,
victories, and optimistic assessments of international
relations.
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Major and other Approaches to International Relations

Approach

Key Terms

Realist

Power, balance of power, resistance
to anarchy, national security,
dominance, “fairness of merit”

Liberal

Values, consensus, cooperation,
negotiation, global and local
considerations, Interdependence,
“merit of fairness”

Construc-
tivist

ldeology, values, symbols, identities,
and beliefs, as cultural constructs.

Marxist

Resources, social classes, class
Interests, class struggle, class
politics, Imperialism, corporate
Interests.

Rational

Decision-makers as reasonable
actors; game theory, choice,
strategy, decision-making, winning
and losing, etc.

Psychological

Prejudice, personality traits,
leadership style, childhood
experiences, psychopathology, etc.
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Video: The War in Vietnam (posted). o cNN cold war Series

Links:

http://www.youtube.com/watch?v=4cO-VmSKJOo
http://www.youtube.com/watch?v=Hvt1Rn2LvW8
http://www.youtube.com/watch?v=XcorlQIgEyc
http://www.youtube.com/watch?v=V30gAogRAJO
http://www.youtube.com/watch?v=Yvr3PiAAKsO

|. DIVIDED

For eight years, Vietham was a colonial battleground -- as France fought a nationalist movement led by Ho Chi Minh.
Despite financial backing from the United States, the French lost control of Vietnam in 1954 -- after a Vietnamese force
captured the French outpost at Dien Bien Phu. An international peace conference in Geneva temporarily divided
Vietnam into a communist-led North and non-communist South and agreed that countrywide elections would be held in
1956. America opposed the elections, fearing the communists would gain control. The elections were

II. IRON FISTS

The North Viethamese embarked on radical land reforms, persecuting and imprisoning landowners and aggravating a
refugee crisis. By 1955, close to a million people had fled south. In South Vietnam, the United States supported the
regime of President Ngo Dinh Diem, an autocratic anti-communist determined to resist Hanoi. To fight Diem and unite
Vietnam under the Hanoi government, the communists in 1960 created the National Liberation Front -- the guerrilla
organization also known as the Viet Cong. Groups such as the Viet Cong were encouraged by Moscow. U.S. President
John F. Kennedy, after suffering a setback against the communists in Cuba and trying to control the crisis in Berlin,
wanted to show U.S. resolve in Asia. He sent American military advisers to South Vietnam.

[ll. OVERTHROW

Diem's attempts to control the Viet Cong grew more extreme and created growing discontent in South Vietham. Several
monks burned themselves to death as part of public protests against the Diem regime. A group of Diem's generals turned
against him. On November 1, 1963, they attacked the Presidential Palace, believing they had or would have American
support. By the next day, the government was overthrown and Diem was dead, murdered by his own soldiers. While the
people of Saigon initially responded with enthusiasm to Diem's overthrow, the coup left the country with no clear leader.
IV. GULF OF TONKIN

Within weeks of Diem's murder, President Kennedy was assassinated. Vice President Lyndon Johnson assumed office
determined not to lose Vietnam to the communists. He sent Defense Secretary Robert McNamara to South Vietham to
repledge U.S. support. In August 1964, the USS Maddox, an American destroyer on patrol in the Gulf of Tonkin,
exchanged fire with North Vietnamese torpedo boats. Two days later, the ship's captain reported he was under attack
again. Despite conflicting evidence, the Pentagon insisted there had been a second unprovoked attack. The incident
prompted Johnson to push the Gulf of Tonkin Resolution through Congress. The measure allowed LBJ to wage war in
Vietnam.

IV. ESCALATION

In March 1965, four months after Johnson was elected president by a landslide, the first U.S. ground troops landed at Da
Nang. Johnson was convinced that, without the support of a massive U.S. force, South Vietnam was doomed. In response
to the U.S. troop buildup, North Vietnam began to send thousands of soldiers to fight in South Vietnam. In the la Drang
valley in Vietnam's central highlands, the North Viethamese and U.S. armies met in the first major battle of the war. It was
an American victory -- but U.S. casualties were heavy. American Gls, meanwhile, found themselves in a baffling war.
They were unable to distinguish friend from foe. American bombing and shelling drove tens of thousands of Viethamese
from their villages. American television networks kept a running tally of the U.S. "body count.” Johnson attempted to
force the North Viethamese to the negotiating table by bombing North Vietnam -- including the Ho Chi Minh Trail, the
primitive but highly effective supply line that linked North Vietnam with its fighters and supporters in the South. But the
tactic failed.

VI. QUAGMIRE

The growing scale and savagery of the war in Vietham created growing dissent back in the United States. Johnson was
politically weakened by the anti-war movement. In 1968, communist forces launched wide-scale attacks throughout South
Vietnam to coincide with Tet, the Vietnamese new year. The communists hoped to spark a general uprising across the
country, a mission that ultimately failed. But the strength of the offensive came as a shock to the American public and
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Johnson. He offered to begin peace talks with the North Viethamese -- and announced he would not run for another term
in office. In May 1968, peace talks began in Paris but soon deadlocked. Richard Nixon, who had begun his campaign for
the presidency, called for an "honorable" end to U.S. military involvement in Vietnam. But his campaign aides were
secretly urging South Vietnamese officials to not strike a peace deal until after the election. The war was to last another
four years, costing thousands more lives.

Video: How the international system maintains order
http://www.youtube.com/watch?v=bleWRYGq6f8

Featured Articles

The Default Power

The False Prophecy of America's Decline

September/October 2009

Josef Joffe

JOSEF JOFFE is Gé&ditor of Die Zeit, a Senior Fellow at Stanford's Freeman Spogli Institute for
International Studies, and Maramd Anita Abramowitz Fellow in International Relations at the Hoover
Institution at Stanford University.

Every ten years, it is decline time in the United States. In the late 1950s, it was the Sputnik shock, followed by
the "missile gap" trumpeted by John F. Kennedy in the 1960 presidential campaign. A decade later, Richard
Nixon and Henry Kissinger sounded the dirge over bipolarity, predicting a world of five, rather than two, global
powers. At the end of the 1970s, Jimmy Carter's "malaise” speech invoked "a crisis of confidence" that struck
"at the very heart and soul and spirit of our national will."

A decade later, academics such as the Yale historian Paul Kennedy predicted the ruin of the United States,
driven by overextension abroad and profligacy at home. The United States was at risk of "imperial overstretch,”
Kennedy wrote in 1987, arguing that "the sum total of the United States' global interests and obligations is
nowadays far larger than the country's power to defend them all simultaneously.” But three years later,
Washington dispatched 600,000 soldiers to fight the first Iraq war -- without reinstating the draft or raising
taxes. The only price of "overstretch™ turned out to be the mild recession of 1991.

Declinism took a break in the 1990s. The United States was enjoying a nice run after the suicide of the Soviet
Union, and Japan, the economic powerhouse of the 1980s, was stuck in its "lost decade" of stagnation and so no
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longer stirred U.S. paranoia with its takeover of national treasures such as Pebble Beach and Rockefeller
Center. The United States had moved into the longest economic expansion in history, which, apart from eight
down months in 2001, continued until 2008. "Gloom is the dominant mood in Japan these days,"” one Asian
commentator reported in 1997, whereas "American capitalism is resurgent, confident and brash." That year, the
New York Timesolumnist Thomas Friedman wrote that “the defining feature of world affairs™ was
"globalization™ and that if "you had to design a country best suited to compete in such a world, [it would be]
today's America.” He concluded on a triumphant note: "Globalization is us.”

In those days, any declinist harrumph sounded quirky or simply generic. The indictment delivered in 1994 by
the Oxford fellow John Gray could have come from any time: "The U.S. no longer possesses any recognizable
common culture.” It had degenerated into a melee of "warring cultural and ethnic groups," with
"ungovernability" just around the corner. For Gray, it all added up to a "spectacle of American decline.”

But by the end of the Bush administration, declinism had returned with a vengeance. This year, inspired by the
global financial crisis, Paul Kennedy revisited the arguments he had laid out in his book The Rise and Fall of
the Graat Powersover 20 years ago. "The biggest loser is understood to be Uncle Sam," he wrote. Chronic
fiscal deficits and military overstretch -- the twin scourge of his 1987 book -- were finally doing in the United
States, he argued, and the "global tectonic power shift, toward Asia and away from the West, seems hard to
reverse."

Roger Altman, a former deputy secretary of the Treasury, has written in these pages that the financial crash "has
inflicted profound damage on . . . [the United States'] standing in the world.” The German finance minister, Peer
Steinbriick, has crowed, "The United States will lose its superpower status in the world financial system,"” which
"will become more multipolar.” And the historian Niall Ferguson has gone halfway, warning that although "the
balance of global power is bound to shift,” "commentators should always hesitate before they prophesy the
decline and fall of the United States."

No such hesitation has befallen the new crop of declinists. Some of their lore is simply generic, divorced from
time and circumstance, and thus achingly familiar to those who remember 50 years of similar boilerplate. Last
year, Parag Khanna, a fellow at the New America Foundation, intoned that "America's standing in the world
remains in steady decline.” This has a familiar ring to it, as does Khanna's announcement that U.S. power is
"competing -- and losing -- in a geopolitical marketplace alongside the world's other superpowers."

Who are these superpowers? From the 1950s through the 1970s, it was the Soviet Union, and in the 1980s,
Japan. Now, Khanna fingers the European Union and China. For Europe, it is the second time around the block
-- the old continent was touted as the multipolar muscleman by the previous generation of doomsters.

Finally, two foreign voices. One is that of Kishore Mahbubani, Singapore's former UN ambassador, whose bid
to succeed Kofi Annan as UN secretary-general was thwarted by Washington. As the title of his 2008 book, The
New Asian Hemisphere: The Irresistible Shift of Gldbalver to the Eassuggests, he chronicles not the
degeneration of the United States as much as the triumph of Asia. His tone is avuncular, if not patronizing:
"Sadly, . .. Western intellectual life continues to be dominated by those who continue to celebrate the
supremacy of the West." So the West, in this case the United States, is losing its grip not only on power but also
on reality -- going from Chapter 11 straight to the psychiatrist's couch. In contrast, “the rest of the world has
moved on. A steady delegitimization of Western power . . . is underway." And who shall inherit the earth?
Mahbubani suggests China, which "should eventually take over the mantle of global leadership from America."”
This is a subtly contemptuous version of America perdita- wishful thinking posing as sober analysis.
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A second voice is that of Dimitry Orlov, a Russian-born writer who saw the Soviet empire disembowel itself
and, in an act of psychic revenge, has projected the same fate onto the United States. "At some point during the
coming years," he wrote in his 2008 book, Reinventing Collapse: The Soviet Example and American Prospects
"the economic system of the United States will teeter and fall. . . . America's economy will evaporate like the
morning mist." He calls both the Soviet Union and the United States "evil empires."

This brief history of declinism shows that doom arrives in cycles, and what comes and goes, logically, does not
a trend make. Today, as after past prophecies of imminent debility, the United States remains first on any scale
of power that matters -- economic, military, diplomatic, or cultural -- despite being embroiled in two wars and
beset by the worst economic crisis since the Great Depression. The question, then, is, how well can the
projections, dreams, and fantasies chronicled above stand up to this enduring reality?

GLEE AND GLOOM

Ever since America was discovered, it has been an object of the imagination. Long before the 13 colonies jelled
into a union, America was a construct more than a country -- a canvas onto which the rest of the world would
endlessly project its fondest dreams and fiercest nightmares.

The canvas is painted in two colors: glee and gloom. Glee is mainly celebrated abroad. Wanting the United
States to falter is the natural reflex of those forced to coexist with a looming Gulliver who terrifies simply by
throwing his weight around. So every decade, hope springs anew that this Gulliver will be muscled aside by
somebody else. Far from foreshadowing the United States' demise, these fantasies are actually a perverse way of
paying homage to the giant's fearsome clout -- the troubles of small powers never provoke diagnoses of rampant
debility.

The gloom is mainly Made in U.S.A. These nightmare scenarios come from a prophetic tradition in which the
Jeremiahs hope to prevent what they predict by convincing the wayward to atone. Latter-day prophets use the
language of decay to pursue a domestic agenda, whether it is a libertarian vision of isolationism and low taxes
or a liberal one of more welfare and less militarism. These familiar motifs recall the words of the Founding
Fathers, who saw aggrandizement abroad as a sure path to ruin at home. Thomas Jefferson warned against
"entangling alliances™; John Quincy Adams did not want the United States to turn into "the dictatress of the
world." If she did, "she would no longer be the ruler of her own spirit." Expansion, accordingly, equals the loss
of America's soul.

Declinism has always oscillated between projection and prophecy, between those who cheer and those who fear
finis Americae A May 2009 New Yorkerartoon gently poked fun at recidivist doomsayers. It shows a penitent
with a placard: "The End Is Still Coming,"” and has a passerby asking his companion, "Wasn't that Paul
Krugman?" But simply pointing out the cycles and agendas found in any talk of decline does not dispose of the
recurrent question: What is the United States' standing in the world, and what might topple number one from its
lofty perch? It is time for a look at the facts and figures.

JUST THE FACTS

In all instances of declinism, economic failure serves as Exhibit A. But current figures show the U.S. economy
to be worth $14.3 trillion, three times as much as the world's second-biggest economy, Japan's, and only slightly
less than the economies of its four nearest competitors combined -- Japan, China, Germany, and France. Never
before in modern history have the gaps between great powers been so wide. On the eve of World War I, the key
players in the European balance of power were more or less evenly matched. The German economy, with a
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GDP of $237 billion, had just eclipsed the British economy, then $225 billion; France's GDP was $144 billion,
and Russia's was roughly $230 billion.

Today, there is only one challenge to the dominance of the U.S. economy: the European Union's aggregate GDP
of $18 trillion. But the more appropriate comparison may be with the 16-member eurozone, which has a
common monetary policy and a rudimentary common fiscal policy -- and a collective GDP of $13.5 trillion, less
than that of the United States. But an unwieldy conglomeration of 27, or even 16, states cannot be a strategic
player.

The United States also comes out ahead among major powers in terms of per capita income, with $47,000 per
inhabitant. It is followed by France and Germany (both in the $44,000 range), Japan ($38,000), Russia
($11,000), China ($2,900), and India ($1,000). It is not clear how China could soon best the United States in
this regard, which has a per capita income that is 7.5 times as large as China's. A country becomes neither rich
nor powerful by adding up 1.3 billion very poor people -- unless its riches are falsely measured by current
account surpluses.

The gaps become exorbitant in the realm of military power, where the United States plays in a league of its
own. In 2008, it spent $607 billion on its military, representing almost half of the world's total military
spending. The next nine states spent a total of $476 billion, and the presumptive challengers to U.S. military
supremacy -- China, India, Japan, and Russia -- together devoted only $219 billion to their militaries. The
military budget of China, the country most often touted as the world's next superpower, is less than one-seventh
of the U.S. defense budget. Even if one includes among potential U.S. adversaries the 27 states of the EU,
which together spend $288 billion on defense, the United States still outweighs them all -- $607 billion
compared to $507 billion.

Nor can any other great power boast the United States' naval strength, a measure of a state's ability to project
power quickly and over great distances. In 2005, as Robert Work, a defense analyst and now undersecretary of
the U.S. Navy, has shown, the U.S. Navy commanded a naval tonnage exceeding the world's next 17 fleets
combined. This is a dramatic shift from 1922, when the Washington Naval Conference tried to set the rules for
a balance of power at sea. The three top competitors -- the United States, the United Kingdom, and Japan --
were allowed navies in the ratio of 5:5:3. At the time, the United Kingdom, the world's greatest maritime power,
had a total naval tonnage of 525,000 tons. Germany, France, and Russia also had navies capable of fighting
halfway around the world. Today, however, China, India, Japan, Russia, and the EU put together could not
conduct a major war 8,000 miles from their shores, as the United States has done twice in Irag and once in
Afghanistan in recent years.

FALSE IDOLS

The breathtaking rise of China is at the center of the current spate of declinism, much as Japan's was in the
1980s. This argument is not about the present or the absolute decline of the United States but about its relative
loss vis-a-vis China -- the United States is supposedly doomed because China's economy has been growing at
three times the rate of the United States' and therefore will surpass the United States in terms of output
sometime in the next several decades.

This would be a safe bet only if GDP is measured using purchasing power parity (PPP), which raises China's
2007 nominal GDP from $3.3 trillion to almost $8 trillion because of its extremely depressed price and wage
levels. Taking a high-end estimate of Chinese growth -- an annual rate of ten percent -- China’'s economy would
double every seven years, overtaking current U.S. GDP as early as 2015 and leaving the United States in the
dust seven years later. But whatever the tipping point, this calculation suggests that China will emerge as
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number one. Alas, global standing is not measured by the low prices of nontradable goods, such as haircuts,
bootlegged software, and government services. Think instead about advanced technology, energy, raw
materials, and the cost of higher education in the West. These items are critical for growth and must be procured
on the world market. Influence bought abroad, say, through foreign aid, also comes at exchange-rate prices, as
does imported high-tech weaponry.

The debate over whether to consider GDP based on PPP or nominal GDP as a measure of economic power is
endless. The Australian economist Saul Eslake, who predicts the déclassemertf the United States on the basis
of PPP as early as 2015, offers a typical caveat: "Of course, these projections may prove inaccurate: by and
large they extrapolate the growth rates of the recent past, and make no allowance for a global economic
downturn, or for downturns in any individual economy, and they do not seem to make much allowance for
demographic factors."

Life, however, is not linear. China's uninterrupted double-digit growth rates are of a recent vintage, essentially
since 2003. In 1989 and 1990, growth in China was four percent. In 1967 and 1968, China's growth actually
fell, by 5.1 percent and 2.9 percent, respectively, and in 1976, it fell by 5.8 percent. These last three years are
not plucked at random; the first two marked the beginning of the Cultural Revolution, and the last one, its end,
and they offer a useful reminder of volatility driven by wrenching domestic upheaval. History sounded a similar
warning against straight-line projections in 1989, the year of the crackdown in Tiananmen Square, when growth
plummeted to four percent, compared with 11.3 percent the previous year. Karl Marx asserted that economics
drives everything else -- such turmoil suggests that politics is mightier still.

Estimates that China's economy will grow by six percent in 2009 are another cautionary tale. China's growth
has dropped by half from a historical high of almost 12 percent in 2007, which serves as a warning that its
miraculous growth is foreign made -- China is a place where the rest of the world essentially rents workers and
workspace at deflated prices and distorted exchange rates. The Chinese economy is extremely dependent on
exports -- they amount to around two-fifths of China's GDP -- and hence vulnerable to global economic
downturns. In fact, China's exports have plunged by 26 percent this year. Such are the cyclical risks of playing
offshore manufacturing heaven to the world. Export-led expansion may pick up in China again if world trade
returns to earlier levels. But such a recovery would not solve the underlying problem: the structural deformation
export dependency has wrought. Between 1991 and 1995, 100 million yuan in investment in fixed assets
yielded 66.2 million yuan in GDP and 400 new jobs, according to Minxin Pei of the Carnegie Endowment. But
ten years later, according to Pei's data, the same amount of investment added only 28.6 million yuan to GDP
and 170 new jobs. The law of diminishing returns -- the oldest in economics -- has begun to bite.

This also has political consequences, which are never factored into linear forecasts based on past performance.
Precisely because China is so export dependent, it devotes only 35 percent of GDP to private consumption,
compared with 60 percent in many Western countries. Something will have to give, as some 70,000 civil
disturbances each year in China suggest, the latest being the turmoil in Xinjiang in July 2009 that killed
hundreds. If China does shift resources into social services and support, exports and export-led growth will
necessarily fall. Germany is an instructive case: it has about the same export ratio as China, but it also supports
a welfare state that eats up one-third of its GDP, which has resulted in an average annual growth rate of 1.5
percent over the last decade. The Chinese regime thus faces the predicament of choosing between exports and
welfare. Authoritarian modernization a la Deng Xiaoping has managed to suppress this clash, but unless China
is not of this world, society's chickens will come home to roost, demanding to be fed or freed.

Even if China manages to avoid the pernicious dynamics of authoritarian modernization -- war, revolution, and
upheaval -- that eventually befell imperial Germany, Japan, and Russia, it will face another challenge in its
demographic deterioration. Essentially, China will grow old before becoming rich, as Mark Haas, a professor of
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political science at Duquesne University, has noted. According to Goldman Sachs, by 2050 the Chinese
economy will long have overtaken the U.S. economy, with a GDP of $45 trillion, compared with the United
States' $35 trillion. But by then, the median age in the United States will be the lowest of any of the world's
large powers, except India. The United States' working-age population will have grown by about 30 percent,
whereas China's will have dropped by three percent. The economic and strategic consequences will be
enormous. China's aging population will require a shifting of resources from investment to welfare, thus
reducing China's growth. And as the economic pie shrinks, a growing number of pensioners -- 329 million by
2050 -- will demand a larger slice. This will necessarily cut into the share for the People's Liberation Army. If
China cannot dodge this double whammy, how can it be expected to unseat the United States as the greatest
military power the world has ever seen?

Perhaps it is time to play a different round of the compound-interest game so beloved by the declinists.
Assuming China's economy grows at seven percent -- twice the historical rate of the United States' -- China's
GDP will double between 2007 and 2015, from $3.3 trillion to $6.6 trillion, and then double again by 2025, to
$13.2 trillion. By that time, assuming 3.5 percent annual growth for the United States (the historical average),
U.S. GDP will have grown to $28 trillion. Given the myriad challenges China faces, this scenario is more
realistic than projections based on China's recent growth rates. China, it seems, still has a way to go before it
can dethrone the United States.

LAST MAN STANDING

Compound-interest games are entertaining but not enlightening, since power, the most elusive concept in
political science, is not just a matter of growth rates. What, then, makes a country great? A large population, a
large economy, and a large military are necessary but not sufficient conditions. What puts the United States in a
league of its own? For one, the world's most sophisticated military panoply, fed by a defense budget that dwarfs
all comers and gives the United States the means to intervene anywhere on the planet. But there is even more:
an unmatched research and higher-education establishment that continues to drive excellence. All projections
that show China surpassing the United States in the first half of this century leave out these two unspectacular --
but critical -- sources of power. Of the world's top 20 universities, all but three are American; of the top 50, all
but 11 are located in the United States. By contrast, India’s two best universities are tucked away in the world's
300-to-400 tier. China does a bit better, its top three -- Nanjing University, Peking University, and Shanghai
University -- are in the 200-to-300 group of the world's 500 best. Harvard and Stanford are not quaking, and
neither are Cambridge and Oxford. China's public spending on education, meanwhile, has been in the range of
2.0-2.5 percent of GDP over the last quarter century -- this for a population four times as large as the United
States' and an economy four times as small. In the United States, average spending has been close to six
percent, higher than that of India, Japan, Russia, and the EU. The same pattern holds for research and
development (R & D) outlays, with the U.S. rate almost twice as high as China's -- again as a fraction of a
vastly larger GDP.

Education and R & D are critical because they condition future performance. True, an increasing number of
U.S. graduates in the hard sciences are foreign born or first-generation immigrants. But far from betraying a
failure on the United States' part, this trend actually dramatizes a unique advantage: no other country draws so
many of the world's best and brightest to its labs and universities, especially from China and India.

Another aspect of national power is a warrior culture. The United States still has one, as does the United
Kingdom. But Europe -- although it bests or equals the United States in terms of population, economic size, and
military might -- no longer has the mindset that once made it the master of the world. The armies of European
countries are no longer objects of national pride and no longer serve as ladders for social advancement, nor are
they the principal agents for promoting the national interest. For all its marvelous riches, Europe is hardly a
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prime player in the contemporary great-power game: it does not think like a global power, nor can it move with
the speed or decisiveness of a real state. The EU takes pride in being a civilian power that expands by force of
example, rather than by force of arms. And why not, as long as the United States acts as the security lender of
last resort?

What distinguishes the United States from the rest is its choice of role and mission in the world. This self-
definition is best illuminated by a comparison with Russia, which wants back what it lost, and China, which
wants more than it has. Both countries want more, but for themselves, not for all. Driven by selfish purposes,
powers such as Russia and China cannot be what the United States was at its best in the twentieth century: a
state that pursued its own interests by also serving those of others and thus created global demand for the
benefits it provided. It is neither altruism nor egotism but enlightened self-interest that breeds influence.

The United States' choice of its role, in addition to its vast material riches, made it the twentieth century's
indispensable nation. While acting on its own interests, it twice saved Europe from itself, and then saved it a
third time, during the Cold War, from the Soviet Union. In the interwar period -- again, obeying its own
economic interests -- the United States sought to blunt what John Maynard Keynes called "the economic
consequences of the peace™ by pumping dollars into Europe's economies. Although the Dawes and Young
Plans, two U.S.-led economic assistance programs after World War I, were surely designed to make Europe safe
and profitable for U.S. investments and exports, they also promoted recovery in Europe, as the Marshall Plan
did a generation later. Much has been said about the splendid institutional architecture the United States put in
place after World War 11, from the United Nations to NATO, and from the International Monetary Fund to the
Organization for European Economic Cooperation. But the point needs repeating: to find profit for itself, the
United States provided for others. But all this occurred during times of war, hot or cold, when hard necessity
generated the incentive to shoulder the burden and pay the price. What makes the United States indispensable
now?

The United States is the default power, the country that occupies center stage because there is nobody else with
the requisite power and purpose. Why not any of the others? On a speculative note, it may take a liberal,
seafaring empire to turn national interests into international public goods. The United Kingdom built a global
empire for itself, but in the process it produced a whole slew of precious public goods: free trade, freedom of
the seas, and the gold standard.

It is difficult to imagine China, India, Japan, Russia, or the EU as guardians of the larger common interest. The
EU comes close, but it has neither the means nor the will to act strategically. Japan, although rich enough to
marshal the means, will continue to huddle under the United States' strategic umbrella as long as it is extended.
India has the size and the population, but apart from being the poorest of them all, it is trapped in a permanent
conflict with Pakistan (and a latent one with China), which monopolizes its resources and attention. China and
Russia are revisionist powers in business only for themselves. They also lack the right polity. The United
Kingdom and the United States are history's only liberal empires. To labor for a liberal order abroad requires
such an order at home, and so does the habit, sincere or selfish, of articulating the national interest in a universal
language. The British Empire's rule over India was more benign than Belgium's over the Congo under the
rapacious reign of King Leopold, and it was also more pleasant than is China's in Tibet or Russia's in its former
Soviet empire. The United States has routinely intervened in Central America -- where it once kept a lot of
nasty company -- but China's rebellious students put up a replica of the Statue of Liberty in Tiananmen Square,
and not one of Lenin's mausoleum. China and Russia might shine forth as models of authoritarian
modernization, but to capture a wider swath of the political imagination, it takes a country that is not just rich
but also democratic and free.

A PRINCE AND HIS KINGDOM
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The United States was far from universally loved under President George W. Bush. Many foreigners saw it as
taking advantage of the "unipolar moment" by going to war twice and defying a slew of international
agreements and institutions, from the Kyoto Protocol to the International Criminal Court. The United States'
autonomy, ran the message of Gulliver Unbound, was not going to be curbed or controlled by the world at large.
And yet, for all the anti-Americanism that has coursed through western Europe, the Islamic world, and Latin
America in recent years, the United States has remained the world's dominant power. When it adopted a hands-
off policy toward the Arab-Israeli conflict in the early years of the Bush administration, no other state could fill
the vacuum. And when it decided to reengage in the peace process in Annapolis in 2007, everybody showed up;
no other government could have mustered that much convening power. Nor could any other nation have
harnessed the global coalition that has been fighting the Taliban in Afghanistan. The six-party talks with North
Korea were orchestrated by the United States; on the other hand, the three-party talks with Iran -- led by France,
Germany, and the United Kingdom -- could not put a stop to Iran's nuclear ambitions. The moral is that either
the United States takes care of the heavy lifting or nobody does. And this is the concise definition of a default
power.

Nor can the rest truly constrain U.S. might. France, Germany, and Russia tried to do so in the run-up to the
second Irag war, in 2003, but ultimately could not stop the U.S. behemoth. In a grudging homage to U.S. power,
German Chancellor Gerhard Schréder helped the war effort by granting the United States basing and overflight
rights and agreeing to guard U.S. installations in the country to free up U.S. forces for duty in Iraq. More
recently, in 2008, it was the United Kingdom and the United States -- rather than the G-20 -- that took the lead
in battling the global financial crisis, with massive stimulus measures and injections of liquidity. The speed with
which Barack Obama captured hearts and minds around the world after his election in November 2008
represented a rare moment in the annals of the great powers -- a moment of relief at having a U.S. president
who made it possible for the world to love his country again.

Of course, the United States will not get its way always or everywhere, nor will worldwide affection for Obama
translate into a surfeit of U.S. influence. The default power is still an Gberpower, and other states will seek to
balance against it. China and Russia, for example, protect Iran and North Korea from painful UN sanctions.
Meanwhile, China and the United States hold each other hostage in a state of M-MAD, or "monetary mutual
assured destruction.” China cannot unload hundreds of billions of dollars' worth of U.S. Treasury bills without
destroying the dollar and its trade surplus, which created its hoard in the first place. Nor can Washington force
Beijing to give up on its predatory trade and exchange-rate policies without suffering monetary retaliation.

But financial deterrence does not a new default power make. The economic storm that hit the United States in
2008 has triggered a tsunami in China, which has cut its growth rate in half -- although six percent is still a lot
better than the negative growth suffered by much of the West. And like the world's other aspiring powers, China
lacks the legitimacy that transforms muscle into leadership. The Obama administration grasps this enduring
essence of world politics -- it adds kindness to clout, amicability to hard assets.

Take Obama's overtures to the Muslim world, outlined first in his inaugural address and then more fully in his
speech in Cairo in June. Prince Obama needs no advice from Machiavelli, who famously counseled that it is
best to be both loved and feared. By flattering the Islamic world and widening the distance between Israel and
the United States, the Obama administration hopes to improve its chances of forging a Sunni Arab alliance
against Iran. Forgoing the use of force against Iran's and North Korea's nuclear armaments may be more than
just an act of prudence, especially when the costs of war -- say, retaliation by Iran against tanker traffic in the
Persian Gulf or a North Korean attack on South Korea -- loom larger than the risks of proliferation down the
road. What cannot be averted might just as well be turned into a diplomatic advantage. Tehran's and
Pyongyang's unchecked nuclear ambitions may well facilitate U.S.-led coalition building against them. A
default power always gains stature when the demand for its services soars.
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The default power does what others cannot or will not do. It underwrites Europe's security against a resurgent
Russia -- which is why U.S. troops remain welcome there even 20 years after Moscow's capitulation in the Cold
War. It helps the Europeans take care of local malefactors, such as former Serbian President Slobodan
Milosevic. It chastises whoever reaches for mastery over the Middle East, thus the United States helped Iraq in
its war against Iran between 1980 and 1988 and then defanged it in 1991 and again in 2003. Only the default
power has the power to harness a coalition against Iran, the new pretender in the Middle East. It guarantees the
survival of Israel, but at the same time, the Palestinians and the Saudis look to the United States for leverage
against Jerusalem. Is it possible to imagine China, Europe, or Russia as a more persuasive mediator? No,
because only the United States can insure both the Arabs and the Israelis against the consequences of misplaced
credulity.

In the new Great Game, the United States offers itself as a silent partner against Russian attempts to restore
sway over its former satrapies, and it leads the renewed battle against the Taliban in Afghanistan and Pakistan,
signaling ever so softly that it will sequester Pakistan's nuclear weapons if chaos widens into collapse. At the
same time, only the United States can rein in both India and Pakistan and protect each against the other. The
United States has drawn India into its orbit, and in doing so it has added to the informal balance against China.
Dreams of Asia Rising must pay respect to a strategic reality centered on the United States as the underwriter of
regional security. Whether Vietnam or Japan, South Korea or Australia -- all of Asia counts on the United States
to keep China on its best behavior and Japan from going nuclear.

Gainsayers will still dramatize China's growth rates as a harbinger of a grand power shift. The facts and figures
and the story of the resistible rise of previous contenders should give pause to those who either cheer or fear the
United States' abdication. Linearity is not a good predictor. Imperial powers have regularly succumbed to the
ebb and flow of power, although in the United Kingdom's case, that took 300 years. How long will the United
States' luck last? Addicted to constant reinvention, it should not fall prey to the rigor mortis that overwhelmed
the Ottoman, Austrian, Russian, and Soviet empires.

As the twenty-first century unfolds, the United States will be younger and more dynamic than its competitors.
And as a liberal empire, it can work the international system with fewer costs than yesterday's behemoths,
which depended on territorial possessions and had to conduct endless wars against natives and rivals. A
Tyrannosaurus refaces costlier resistance than the bumbling bull that is the United States. A final point to
ponder: Who would actually want to live in a world dominated by China, India, Japan, Russia, or even Europe,
which for all its enormous appeal cannot take care of its own backyard? Not even those who have been trading
in glee and gloom decade after decade would prefer any of them to take over as housekeeper of the world.
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After 14 years of intense international efforts to stabilize and rebuild Bosnia, the country now stands on the
brink of collapse. For the first time since November 1995 -- when the Dayton accord ended three and a half
years of bloody ethnic strife -- Bosnians are once again talking about the potential for war.

Bosnia was once the poster child for international reconstruction efforts. It was routinely touted by U.S. and
European leaders as proof that under the right conditions the international community could successfully rebuild
conflict-ridden countries. The 1995 Dayton peace agreement divided Bosnia into two semi-independent entities:
the Federation of Bosnia and Herzegovina, inhabited mainly by Bosnian Muslims and Bosnian Croats, and the
Serb-dominated Republika Srpska (Serb Republic, or RS), each with its own government, controlling taxation,
educational policy, and even foreign policy. Soon after the war's end, the country was flooded with attention
and over $14 billion in international aid, making it a laboratory for what was arguably the most extensive and
innovative democratization experiment in history. By the end of 1996, 17 different foreign governments, 18 UN
agencies, 27 intergovernmental organizations, and about 200 nongovernmental organizations (NGOs) -- not to
mention tens of thousands of troops from across the globe -- were involved in reconstruction efforts. On a per
capita basis, the reconstruction of Bosnia -- with less than four million citizens -- made the post-World War I
rebuilding of Germany and Japan look modest.

As successful as Dayton was at ending the violence, it also sowed the seeds of instability by creating a
decentralized political system that undermined the state's authority. In the past three years, ethnic nationalist
rhetoric from leaders of the country's three constituent ethnic groups -- Muslims, Croats, and Serbs -- has
intensified, bringing reform to a standstill. The economy has stalled, unemployment is over 27 percent, about 25
percent of the population lives in poverty, and Bosnia remains near the bottom of World Bank rankings for
business development.

Most worrisome is the inability of the leading political parties to agree on a basic political structure for the
country. The Bosnian Serb leader Milorad Dodik is openly floating the prospect of secession for the RS --
which is doing better than the federation in terms of economic growth and stability -- and many Bosnian Croats
are pushing for more autonomy within the federation. Meanwhile, Haris Silajdzic, the Bosnian Muslim
representative to the country's collective presidency has called for a more centralized state and the dissolution of
the RS, which he regards as an undeserved reward for Serbian-orchestrated genocide.

The political order established by Dayton seems to be careening dangerously off course, just as the guardrails
that for 14 years prevented a descent into violence are being dismantled. As locals fret about the future,
international organizations have already begun to withdraw from Bosnia. The powerful instruments of authority
that the international community once possessed there have been diluted by extremist ethnic factions and by
fading global interest in the country. The global financial crisis, the wars in Afghanistan and Iraq, and the
diplomatic challenges in Iran and North Korea have made it tempting to declare Bosnia a "mission
accomplished” and get out.

There are at least three problems with such thinking. First, Bosnia may not remain peaceful for long. Unless
checked, the current trends toward fragmentation will almost certainly lead to a resumption of violence -- and if
twentieth-century history is any guide, conflicts that begin in Bosnia rarely remain within its borders. Second,
exiting Bosnia now will leave Bosnian Muslims isolated and vulnerable, sending precisely the wrong message
to the Muslim world at a time when Brussels and Washington are trying to mend relationships frayed by the
Irag war and the "global war on terror." Finally, if the international community cannot fulfill its promises in
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Bosnia -- given the country's location in the middle of Europe, the leverage that the EU and NATO possess
there, and the massive amount of money invested thus far -- the prospects for international state building
elsewhere are extremely grim.

FROM FAVORITE TO FAILURE

The strife that tore the former Yugoslav republic of Bosnia and Herzegovina apart between 1992 and 1995
resulted in mass ethnic cleansing, concentration camps, and over 100,000 deaths. Immediately after the Dayton
agreement was signed, dozens of governments, regional organizations, and NGOs descended on Sarajevo and
became deeply involved in stitching Bosnia back together.

Thirty-six countries, led by the United States and backed by NATO, sent a total of 60,000 troops to enforce the
treaty. Although the peacekeeping force was established for only one year, it was extended in the form of the
robust NATO-led Stabilization Force (SFOR), which maintained a major security presence in Bosnia for over a
decade. Since World War 11, of all the postconflict countries that have had foreign troops on their soil, only
occupied Germany in 1946 had more than Bosnia did in 1996.

Military force played a crucial role in stopping the violence, but it was only one part of a broader multi-
institutional mission that included restructuring domestic institutions and providing large cash infusions for
reconstruction and reconciliation. From 1996 to 2007, $14 billion in foreign assistance flooded into Bosnia --
amounting to approximately $300 per person per year in a country of less than four million people. (By
comparison, since 2002, international donors have pledged only about $65 for each resident of Afghanistan per

year.)

The Dayton framework had many advantages. It stopped the bloodshed, and it created the conditions for life to
return to normal -- at least on the surface. Bosnia has had several sets of municipal and national elections; its
three armies have been integrated into a single multiethnic Bosnian army (each of the army's three major
brigades is comprised of three ethnically based battalions), whose soldiers even fought alongside multinational
forces in Iraq until December 2008. Dayton and the subsequent surge in international attention provided a high
level of internal security, facilitated a widespread return of refugees and displaced persons, and created the
conditions for a modest level of economic growth.

Areas such as the self-governing Brcko District, in the country's northeast, have become success stories. Brcko
was the site of some of the worst violence during the war, but today the Muslim, Croat, and Serb communities
there live in relative harmony. The international community established a strong protectorate structure in Brcko,
under which the United States led a coordinated effort involving international organizations and domestic
Bosnian institutions. At one point, SFOR included Russian troops working alongside U.S. soldiers, patrolling
the streets and keeping the peace. Meanwhile, the Organization for Security and Cooperation in Europe
coordinated a series of municipal elections, the EU and the U.S. Agency for International Development
provided humanitarian relief, and Western NGOs helped reduce prostitution and human trafficking in the city.
Just a decade after Dayton, Brcko was able to demonstrate the possibility of ethnic cooperation. Unfortunately,
it has remained an exception.

DAYTON'S DEFECTS
The Dayton agreement's priority was to end the violence, but it included compromises that laid the foundation

for Bosnia's current fragmentation. Today, most Bosnian Muslims and Bosnian Croats live in the federation,
whereas most Bosnian Serbs live in the RS -- but neither entity is completely homogeneous. The brutal ethnic
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cleansing carried out during the war was never completed, and many villages still contain pockets of minority
ethnic groups.

Decentralization and power sharing, the twin principles underpinning this consociational democracy, allow each
entity to have its own government, police force, and educational system. Within the federation, power is further
decentralized to ensure that Muslims and Croats are able to rule themselves. To prevent any one group from
dominating, quotas were adopted in national institutions. Bosnia's three-member presidency, for example,
requires one Muslim representative, one Croat, and one Serb, and each representative can veto legislation that
he believes undermines his own group's vital interests. As a result, almost every important issue at the central-
government level is deadlocked.

In addition to political gridlock, this structure has several other detrimental effects: it breeds corruption,
weakens political moderates, and stunts economic growth. Almost every public office -- including low-level
administration jobs -- is allotted according to an ethnic quota, a spoils system that has led to extensive patronage
networks, corruption, and inefficiencies. As a result, there are far too many bureaucrats running around the
country. With 160 government ministers and a bloated public sector that gobbles up nearly half of the country's
GDP, the framework is tailor-made for those who wish to stoke ethnic antagonisms for political gain. These
ethnic chauvinists -- in particular, Dodik and Silajdzic -- preach to their respective constituencies and pledge to
"protect” their groups. This, in turn, weakens moderates who advocate greater national unity and civic, rather
than ethnic, identities.

Although Bosnia professes to seek the creation of a unified multiethnic state, its political institutions support
ethnic partition at every level of government. The city of Mostar, where Muslims, Croats, and Serbs once
intermingled peacefully, provides a clear example of the harmful effects of decentralization. Mostar was scarred
by some of the worst violence of the war and remains deeply divided: the Muslims now live primarily on the
east side of the city, and the Croats dominate most of the city's west side. Prior to the war, there were nearly
24,000 Serbs living in the city, but today only a handful remain. Furthermore, most Croats in Mostar also hold
Croatian citizenship and can vote in Croatia -- a fact that has contributed to a significant immigration of
Bosnian Croats to Croatia.

Despite the rebuilding of Mostar's famous sixteenth-century bridge, which was bombed during the war, the city
remains extremely polarized. Unlike in Brcko, the international community decentralized its efforts in Mostar --
a policy that gave rise to a number of absurd situations. Just a few years ago, for example, it was not possible to
pay for a night's stay in a hotel in the Croatian section of the city with Bosnian currency because these hotels
only accepted Croatian kuna. Even the markets in Mostar are segregated: for the most part, cigarettes and beer
from Zagreb companies are sold in the Croatian section of the city; only cigarettes and beer from Sarajevo are
sold in the Muslim district. It is no small financial burden for federation officials and municipal authorities to
have to support separate hospitals, postal services, fire stations, and educational systems.

The federation as a whole is similarly dysfunctional. This year, the federation government is facing a 250
million euro budget deficit and will have to institute a ten percent budget reduction to qualify for a new 1.2
billion euro International Monetary Fund standby agreement (a short-term loan). The resulting cuts have already
triggered a wave of protests from war veterans and trade union members who were lavished with social
payments in the run-up to the 2006 and 2008 elections.

Sarajevo's bustling urban landscape -- with its smattering of skyscrapers, rebuilt mosques, and charming

outdoor cafés -- masks a crucial fact: its citizens are embittered and frustrated by the country's institutional
structure, which has left the federation economically worse off than the RS.

20



Eric Shiraev International Relations.

MONEY FOR NOTHING

As institutional fragmentation and unnecessary parallel structures drain the Bosnian Treasury, corruption has
become endemic throughout the country, and the international community has been powerless to stamp it out. In
1999, a high-profile investigation uncovered that more than $1 billion in aid -- nearly one-fifth of the total
dispersed between 1996 and 1999 -- had disappeared. Corruption is common to all transitional societies, but the
political impact of corruption in Bosnia is particularly corrosive.

The police, political parties, the federation and RS governments, and the health-care and construction industries
are generally cited as the most corrupt institutions and sectors. Bosnia's courts are also weak and susceptible to
interference from ethnic nationalist elites. The establishment of the International Criminal Tribunal for the
Former Yugoslavia (ICTY), in 1993, has left little energy and few resources for the development of Boshian
courts. Furthermore, now that the ICTY has begun referring war crimes cases back to Bosnia's domestic court
system, the judiciary is simply overwhelmed by the number of cases. As a result, it is difficult to uphold the rule
of law or control the rampant corruption, which has discouraged foreign direct investment and stifled private-
sector development. In March 2009, for example, the Czech energy group CEZ canceled a 1.4 million euro
contract because of pervasive corruption in the RS.

Bosnia's weak and disjointed domestic institutions have been further undermined by a series of international
missteps. For more than a decade after Dayton, Bosnia was a hotspot for international do-gooders intent on
making a difference. But good intentions and deep pockets were often accompanied by little historical
knowledge and incoherent plans. Organizations that worked at cross-purposes or initiated efforts only to
abandon them in the face of distraction, complacency, or fatigue undermined the entire state-building enterprise.
As one Bosnian NGO officer put it, "Bosnians have come to understand the bargain well. Westerners come here
with money and ideas, wanting to do good. In the end, we waste their money and they waste our time."

By default, civil-society development gained cachet as the central strategy for political development and ethnic
reconciliation. If the international community's efforts were focused on supporting marginalized groups and
encouraging citizen involvement from the bottom up, a culture of tolerance, it was assumed, would take root.
Those advocating such ideas, however, lacked an understanding of the complexities of managing a postconflict
transition overlaid on the postcommunist transition that had begun prior to the war. The strategies for a smooth
postcommunist transition elsewhere in central and eastern Europe focused largely on decentralizing political
and economic authority. In ethnically fractured postwar Bosnia, however, such decentralization further
weakened efforts to build a coherent state.

The international community could have used a strong hand to stamp out corruption and strengthen national
institutions. Unfortunately, it did not. The Dayton accord created the Office of the High Representative to
coordinate and implement the accord's civilian aspects. The work of the OHR is overseen by the Peace
Implementation Council -- a grouping of 55 countries and international organizations that was charged with
overseeing Bosnia's reconstruction. Yet PIC representatives rarely see eye to eye, and they have frequently been
unable to press for the full implementation of Dayton for fear of rocking the boat. Even after the PIC gave the
OHR expanded executive powers in 1997 to impose national policy and to remove political elites who
obstructed the long-term goals of the peace agreement, the OHR was unable and often unwilling to demand the
necessary reforms to develop a functional central governing system. Even when international organizations
were successful in their own discrete areas, they often failed to coordinate their actions with others or carry out
extensive evaluations to hold themselves accountable. As achievements slowed and as average Bosnians grew
frustrated by the lack of success and the failure of the international community to solicit input from them, the
credibility of the international community waned.
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DRIFTING TOWARD CHAOQOS

In April 1999, the world's attention was once again focused on the Balkans by the war in Kosovo.
Paradoxically, Kosovo's relative instability fueled the perception that Bosnia had succeeded in becoming just
another eastern European country in transition.

Following the Kosovo war, the Stability Pact for South Eastern Europe offered all countries in the region a road
map for possible EU and NATO membership, on the condition that they develop certain institutions to help
facilitate their eventual integration into these organizations. This seemed a necessary corrective for Dayton's
deficiencies; both Brussels and Washington assumed that the allure of EU and NATO membership would
override other political dynamics in Bosnia and finally give the international effort there some much-needed
momentum.

But the international community faltered at the very moment when Boshia needed a more robust commitment.
After 9/11, the United States and much of the international community shifted its attention away from the
Balkans. The Bush administration, which was at the time focused on defeating the Taliban in Afghanistan and
mobilizing support for an invasion of Irag, was reluctant to commit resources to Bosnia. Russia's increasing
obstructionism within the PIC, a lack of international unity on Kosovo, and disagreements within the EU over
Bosnia pushed France, Germany, and the United States to the point of wanting to declare victory in Bosnia and
leave. Meanwhile, the allure of EU and NATO membership was not enough of an incentive to convince
Bosnia's ethnic elites to scrap the institutions that had given them extraordinary power bases and to replace
them with ones that would reduce their influence and strengthen the central government.

Rather than expend more effort, which might have generated a backlash from nationalist parties, the
international community delegated much of its power in a misguided effort to let the Bosnians rule themselves.
Given the dysfunctional institutional structure that the international community had helped create, this merely
shifted power to obstructionist political elites rather than to those committed to improving Bosnia's situation.
The transatlantic tensions that erupted over the Iraq war, along with Brussels' and Washington's subsequent
scrambles for military resources to cope with the simultaneous conflicts in Afghanistan and Iraq, diverted
attention away from Bosnia even more, laying the groundwork for the country's slow disintegration.

Although Bosnia experienced modest economic growth from 2000 to 2006 and seemed to be plodding along,
major fault lines existed just beneath the surface. In 2006, the PIC announced its intention to close down the
OHR and end Bosnia's status as an international protectorate. At the same time, the international community
embarked on its first major effort to persuade Bosnia's elites to reform the constitution set up by Dayton to rid it
of its flaws. In an effort spearheaded by the U.S. Institute of Peace, eight of the leading Bosnian political parties
were urged to develop a series of constitutional reforms to centralize decision-making and state institutions.
These reforms led to a tentative agreement to strengthen the central government's Council of Ministers and
create two new national government ministries, one for a unified agricultural policy and one for science,
technology, and the environment. The so-called April package broke down, however, due to last-minute
obstructionism by Silajdzic and the leaders of a breakaway faction of the Croatian Democratic Union. In the
end, the proposed amendment failed by two votes to garner the necessary two-thirds majority in Bosnia's
parliament.

As the constitutional reform process faltered, the European Commission warned Bosnia that it would not move
forward on a Stabilization and Association Agreement (SAA) -- the precursor to EU membership -- until the
country adopted a series of significant reforms. Most urgently, the EU wanted reforms that put the central
government, rather than the ethnic entities, in charge of the country's police force. But RS officials refused to
relinquish control over any of their entity's institutions. This impasse, coupled with the failure of the
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constitutional talks, became the central issue in the 2006 national elections, which both Dodik and Silajdzic
successfully exploited to gain strong showings for their respective Serb and Muslim exclusivist ethnic parties.

The issue of police reform remained deadlocked for more than a year, until the summer of 2007, when the
Slovak diplomat Miroslav Lajcak became the UN high representative for Bosnia and tried to break the impasse.
Lajcak instructed Bosnia's parliament to pass police reform, threatening to use his powers to remove
obstructionist officials from power. When Dodik refused in early October, Lajcak made a series of moves
intended to secure the reform and break other important deadlocks by restricting the ability of entity
representatives to boycott or veto decisions in the executive branch's Council of Ministers or legislation in the
Parliamentary Assembly. For the next six weeks, however, Dodik and the RS parliament stood firm, vowing to
protect Serbs' interests under any circumstances.

In early December 2007, at this critical juncture in the state-building effort, the international community
blinked. Instead of facing down ethnic nationalism and addressing institutional contradictions, it gave in. Javier
Solana, secretary-general of the Council of the European Union and high representative of the EU's Common
Foreign and Security Policy, along with the PIC and Lajcak, agreed to negotiate with Dodik. With uncertainty
over Kosovo's independence looming and ambivalence regarding Bosnia growing in Brussels and Washington,
no one wanted trouble. In the end, Lajcak and the EU accepted watered-down commitments from the RS, and
six months later Bosnia signed an agreement with the EU, starting it on the path to accession.

The OHR's capitulation to Dodik and the RS caused severe damage to the OHR's legitimacy. As the
International Crisis Group put it in a March 2009 report, the episode revealed the worst of the international
community: "It overreached in its demands on police reform, overreacted to its failures, and was unprepared for
the consequences.”

As this situation was unfolding, the international community decided to transfer the international peacekeeping
mission from the NATO-led Stabilization Force to a smaller, weaker EU-led mission, EUFOR. Between 2005
and 2007, the international security presence declined from roughly 7,000 troops to fewer than 2,000, and these
soldiers had less military capability. In 2007, EUFOR withdrew all the 1,000 troops stationed in Banja Luka,
the capital of the RS and the only RS city with a significant international troop presence. Today, EUFOR has
fewer than 2,000 troops deployed throughout the entire country. Soon, it will be reduced to a 200-person
training presence without Chapter 7 UN peacekeeping authority, which is what has allowed the international
security force to actively enforce key security elements of the Dayton accord. The reduced force levels and
more limited mandate will cripple the international community's ability to deter an outbreak of interethnic
violence or respond rapidly to local incidents that could potentially escalate.

PANDORA'S BOX

The failed efforts at constitutional reform, the loss of the OHR's credibility, and the declining international
security presence in Bosnia are all strengthening the country's nationalist politicians and parties. As a result, the
international community is now in its weakest position since the war's end, with factions from all three ethnic
groups now challenging the Dayton structure. Waning U.S. and EU interest in Bosnia has coincided with rising
Russian commercial and diplomatic involvement in the Balkans, which Dodik has actively exploited to stabilize
his political position within the RS and to strengthen the RS's hand in Bosnian politics. In particular, Dodik has
used Russia's invasion of Georgia in August of 2008 and its diplomatic opposition to the United States and the
EU's position on Kosovo as a rallying cry for his increased obstructionism when it comes to strengthening
Bosnia's central institutions. Reversing these centrifugal trends will require a renewed focus on Bosnia to
address core issues: rising ethnic nationalist pressure, weak central governance, and endemic corruption.
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First, a strong U.S. commitment is necessary. One of the central features of Bosnian politics over the past three
years has been the systematic and effective exploitation by nationalist parties of international complacency and
of disagreements between the OHR, Brussels, and Washington. These divisions must be reconciled. EU policy
currently reflects a diverse range of motivations and interests, and U.S. leadership is needed to refocus the
international community's effort, starting with the appointment of a U.S. special envoy for the Balkans to
spearhead a new initiative on Bosnia and the region as a whole. U.S. Vice President Joe Biden's visit to
Sarajevo in May, his decision to travel there with Solana, and his sharply worded rebuke of the increasingly
nationalist rhetoric emanating from Bosnia's political elite were all necessary and important first steps for U.S.
reengagement. However, a single visit will not on its own produce lasting changes in policy.

Second, EU accession remains the most significant diplomatic lever available to the West, although its allure
has diminished in recent years due to the global financial crisis. Many Bosnians now wonder what tangible
benefits EU membership would provide in the midst of a worldwide economic downturn. Given how easily
Brussels watered down the conditions for Bosnia's SAA, most Bosnians believe that the conditions for EU
membership will also be flexible, if not inconsequential. But they should not be. Brussels needs to launch a
much more aggressive public diplomacy campaign to highlight not only the potential benefits of EU
membership but also the costs of not meeting the EU's standards. As Kurt Bassuener of the think tank the
Democratization Policy Council has noted, the failure to develop a centralized Bosnian agriculture ministry, for
example, means that Serb farmers in the RS who grow high-quality organic fruits and vegetables cannot sell this
lucrative produce in the EU market. Dodik's politically motivated obstructionism is thus costing Serbs in the RS
jobs and income. Likewise, within the federation, disagreements between Muslims and Croats over ownership
of state property continue to deter foreign direct investment, costing citizens jobs.

Exposing the costs of obstructionism and corruption to all Bosnians would weaken political support for the
ethnic nationalists, create a stronger domestic constituency for reform and for the development of a functioning
central state, and increase the allure of EU membership. Furthermore, the EU needs to impose more specific and
strict conditionality for membership by demanding basic functionality, transparency, and accountability in
Bosnia's state institutions. These institutions, as currently structured, are not even remotely consistent with EU
standards. The Bosnian government needs to be given specific prescriptions on privatization, on the necessary
cuts to bloated and inefficient public-sector spending, on the needed reform of government hiring practices, on
creating a more equitable distribution of state property, and on the adoption of formal rules on budgeting and
accounting. Brussels must also refrain from accepting compromises to the existing conditions it has specified
for the closure of the OHR.

Third, as was true with the Dayton agreement, any solution for Bosnia will require the active support of its
neighbors. Bosnian Serbs and Bosnian Croats look to Belgrade and Zagreb, respectively, for support, and
Brussels currently has more leverage over Serbia's and Croatia's leaders than it does over ethnic elites in Bosnia.
It must use this leverage to pressure the Croatian and Serbian governments not only to keep their ethnic brethren
in line but also to actively support reform efforts within Bosnia.

Finally, the international security force should be maintained at current levels. Weakening it further would leave
the international community without the capability to respond to a crisis. And withdrawing troops would further
lessen the international community's diplomatic leverage. One possible solution would be to use Bosnian
military installations as training camps for EU and NATO forces about to deploy to Afghanistan. Conducting
predeployment training in Bosnia would be cheaper than maintaining a full peacekeeping operation and at the
same time would reaffirm the international community's commitment to Bosnia, provide the means to begin the
process for possible NATO membership for Bosnia, and help prevent a return to war.

CLOSING THE DEAL
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After 14 years of the international community's efforts in the Balkans, eight in Afghanistan, and six in Iraq, it is
clear that state building is not for the faint of heart. It is impossible to create a functional state that can be
sustained and governed by local actors merely by throwing money and resources at the problem. As the
experience in Bosnia has proved, state building is not a problem to be solved but a process to be managed.

The Dayton peace agreement is a model to emulate because it ended the violence and built the conditions for a
return to normal life for many. At the same time, it offers a cautionary tale of the potential for institutional
structures to create perverse incentives, spawn extremists, and eventually undermine national unity. Diplomats
engaged in peacemaking in Bosnia and elsewhere must learn to weigh the long-term implications of the deals
they make and ensure that both peace agreements and postconflict implementation strategies are flexible and
open to adaptation as situations change.

Compared to the other major international state-building projects today -- such as those in Afghanistan, Iraq,
and Kosovo -- the one in Bosnia appears to have the most going for it. Although it is not considered completely
neutral, the international community has never been viewed as an occupying force in Bosnia, and global public
opinion has largely seen Bosnia as a legitimate humanitarian project. Bosnia is also a small state with a postwar
population of just under four million -- a stark contrast to Afghanistan and Iraq, which are both six times as
large as Bosnia in terms of population. Finally, although Bosnians may not feel blessed by their geography,
their location in Europe prevents them from being ignored by their wealthy neighbors, a luxury that most
conflict-ridden countries do not have.

It is tempting to assert that it is now time -- nearly 14 years after Dayton -- for Bosnians to take charge. But this
is impossible within an institutional structure based on ethnicity that rewards those who appeal to fear and
ethnic chauvinism. If the international community does not reverse these trends, the result may well be the
redivision of Bosnia and a return to war.
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Better and Better: The Myth of Inevitable Progress

By James Surowiecki

From Foreign Affairs July/August 2007

The Improving State of the World: Why We're Living Longer, Healthier, More Comfortable Lives on a Cleaner
Planet.. Indur M. Goklany. : Cato Institute, 2007, 516 pp.$29.95

"Day by day, in every way, | am getting better and better." That mantra, invented by the self-taught
psychologist Emile Coué in the nineteenth century, kept running through my head as | read Indur Goklany's
new book on the relationship between economic growth and human and environmental progress, The Improving
State of the World. Just as Coué told his patients that incessant repetition of his mantra would make it come
true, Goklany seems to believe that saying often enough -- and in enough different ways -- that life today is
better than ever will make it so.
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Goklany depicts a global economy in which nearly all signs are positive -- and in which the problems that do
exist, such as stagnation or setbacks in sub-Saharan Africa and the former Soviet Union, will be solved if
economic growth and technological improvements are allowed to work their magic. Nor is this, in Goklany's
account, a new phenomenon. He marshals an impressive array of historical data to argue that the trajectory of
the twentieth century has been generally upward and onward. Taken as a whole, Goklany argues, humanity
really has been getting better and better day by day, so that today, as his subtitle puts it, "we're living longer,
healthier, more comfortable lives on a cleaner planet.”

Seen from a broad historical perspective, this description is, for most people, accurate enough. Just about
everyone living today is the beneficiary of what can almost certainly be called the single most consequential
development in human history -- namely, the onset of industrialization. As the economic historian Angus
Maddison has shown in a series of studies of economic development over the past two millennia, human
economies grew very little, if at all, for most of human history. Between 1000 and 1820 or so, Maddison
estimates, annual economic growth was around 0.05 percent a year -- which meant that living standards
improved incredibly slowly and that people living in 1800 were only mildly better off than people living in
1000. But sometime around 1820, that all began to change. Between 1820 and today, world per capita real
income grew 20 times as fast as it did in the previous eight centuries.

In the West, above all, the effects of this transformation have been so massive as to be practically unfathomable.
Real income, life expectancy, literacy and education rates, and food consumption have soared, while infant
mortality, hours worked, and food prices have plummeted. And although the West has been the biggest
beneficiary of these changes, the diffusion of technology, medicine, and agricultural techniques has meant that
developing countries have enjoyed dramatic improvements in what the United Nations calls "human
development indicators,” even if most of their citizens remain poor. One consequence of this is that people at a
given income level today are likely to be healthier and to live longer than people at the same income level did
40 or 50 years ago.

In one sense, all of this should be obvious, since a moment's thought -- or a quick read of a nineteenth-century
novel -- should suffice to remind you of how much better, at least in material terms, life is today than it was a
century ago, let alone in the 1600s. But as behavioral economists have persuasively demonstrated, human
beings quickly adapt to their surroundings and come to take their current state of affairs for granted. In other
words, it is difficult, even after your life has changed dramatically for the better, to remain aware of just how
much better it is, and even harder to truly appreciate how much better you have it than your great-grandparents
did. So part of Goklany's project here -- and it is a valuable part -- is to make clear just how much real progress
there has been over the past two centuries and even (in many places) over the past two decades in the life of the
average human being.

THE ANTI-MALTHUS

Goklany's target is not just the natural tendency of human beings to take things for granted. His real opponents
are what he calls the "neo-Malthusians" -- those who are convinced that there are natural limits to growth and
that humanity has been butting up against them for quite some time now. The neo-Malthusians had their heyday
in the 1960s and early 1970s, with works such as Paul Ehrlich's The Population Bomb and the Club of Rome's
appropriately titled The Limits to Growth. Although their doomsaying about population growth and
industrialization is no longer front-page news, their deep-seated skepticism about the virtues of economic
growth and their conviction that the richer people get, the worse things become for the earth remain an
important strand of modern environmentalism. If Goklany sees progress everywhere he looks, the neo-
Malthusians see impending disaster: air pollution, the disappearance of habitats, the emptying of aquifers, the
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demolition of forest cover, and the proliferation of new diseases. Day by day, in every way, in other words, we
are getting worse and worse.

The problem with neo-Malthusianism, as Goklany appropriately suggests, is that it has consistently
underestimated the beneficial effects of technological change. The e = mc? of the neo-Malthusians was
introduced three decades ago, when Paul Ehrlich and John Holdren invented the equation | = PAT.
Environmental impact (I) was said to be the product of population size (P), level of affluence (A), and
technological efficiency (T). According to this logic, not only are population growth and economic growth bad
for the earth, but so, too, is technological change, since it has a multiplier effect on the other two factors. The
only way to save the planet, from the neo-Malthusians' perspective, is to set strict limits on human behavior,
doing everything possible to rein in businesses and consumers.

The | = PAT formula was not pulled completely out of thin air. As societies get richer and more populous, they
do consume more resources, and, especially in the early phases of economic growth, they do so with a measure
of indifference to the overall impact on the environment. But what the equation misses, and what Goklany
spends a good chunk of his book demonstrating, is that technology can actually reduce environmental impact,
thereby diminishing the demands made by affluence and population growth. A classic example of this effect is
the massive expansion in the efficiency of agricultural productivity over the past 40 years. Productivity gains
have dramatically reduced the environmental burden of farming (at least on the land -- there have not been
similar advances in the efficient use of water) and shrunk the amount of land needed to feed the world. More
recently, technological improvements in the scrubbing of power-plant smokestacks have brought about a sharp
reduction in the amount of sulfur dioxide in the air. Improvements in the efficiency of wind and solar power
have reduced (albeit only a little) the demand for fossil fuels. And although the impact of these innovations has
been felt most strongly in the developed world, they have also improved conditions in the developing world, at
least with regard to things such as access to clean water and some types of air emissions. Goklany may be
exaggerating somewhat when he says that the entire planet -- as opposed to just the developed world -- is
cleaner, but it is in fact not an outrageous claim.

The paradox here is that technological change is generally associated with (or is actually the result of) increased
affluence, which makes it likely that an economy will get cleaner even as it gets richer. And empirically, that
does seem to be the case. After all, developed countries do generally have cleaner air, cleaner water, more forest
cover, and less cropland devoted to food production than developing countries do, even though the latter are
much poorer. The obvious, and important, exception is CO, emissions and the broader problem of climate
change. But Goklany -- who spends too much of his book offering an overly familiar critique of excessive
action in response to global warming -- argues that now that Americans are increasingly concerned about
climate change, technology will soon help mitigate the problem.

All of this does not mean that the United States is less polluted than it was in 1787, let alone than it was when it
was inhabited only by Native Americans. But it does mean that the United States is arguably less polluted today
than at any time in the last 100 years and that the last 40 years or so, in particular, have seen a dramatic
improvement in the quality of air and water. And the same is true, to lesser and greater extents, in the rest of the
developed world. One hypothesis for why this has historically occurred is demonstrated by what is called the
environmental Kuznets curve (EKC). When graphed, the relationship between prosperity and environmental
degradation looks like an upside-down U. Initially, as countries grow, they trade off environmental well-being
for economic growth -- that is, as they get richer, they also get more polluted. At some point, however, they
become prosperous enough to shift their priorities and begin to seek out ways to grow more cleanly. Goklany
suggests a variation on the EKC, the "environmental transition hypothesis," which tries to account for time and
technology as well as affluence. The invention and spread of new technologies, he suggests, make it easier and
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more likely for countries to get on the right side of the U-curve quickly, even before they have become rich; the
"green revolution,” for instance, allowed poor countries to reduce the environmental burden of farming.

FREE MARKETS, FREE PEOPLE

The environmental transition hypothesis is a reasonable way of thinking about the relationship between
prosperity, technology, and people's expectations about the environment. And Goklany's rebuttal to the
environmental doomsayers is both welcome and convincing. So why, then, is his overall take on the world --
and in particular on how we got to where we are and what we need to do to keep things moving in the right
direction -- unsatisfying in that Couéist way? The simple answer is that Goklany's account leaves out too much
that matters and pretends that incredibly complex phenomena can be explained away with a few catch phrases.
In its overly sanguine and simplistic take on globalization, regulation, and the role of state and economic power,
The Improving State of the World is symptomatic of what has become, in the eyes of many, a quintessentially
American point of view -- a view according to which the task of creating a better world can ultimately be boiled
down to the motto of the Wall Street Journal editorial page: "free markets and free people."”

Free markets and free people are, to be sure, wonderful things. But what Goklany offers up in his book is a
fundamentally deterministic take on the world: as countries get richer and more technologically advanced, their
citizens (all, or almost all, of them) naturally get healthier and better educated, eat better, live longer, and care
more about the environment. The free market, recognizing people's resulting desires, delivers the goods they
want.

The environmental transition hypothesis is the most striking example of this view, since it postulates that
environmental improvement happens, as it were, naturally. The reality, of course, is that the fight over
environmental regulation, at least in the United States, was -- and remains -- a fierce one and that environmental
skeptics and businesses have done their best to prevent regulations such as the Clean Air and Clean Water Acts
from ever becoming law. It is also the case that without those regulations, the “cleaner planet” Goklany sees
today would not exist. Goklany attempts the argument that air and water pollution in the United States were
declining long before regulations were put into effect. Unfortunately, his own evidence shows that emissions for
a host of pollutants peaked right around 1970, when the Clean Air Act was passed, or after, and myriad studies
demonstrate that the United States' rivers and lakes are dramatically more swimmable and fishable today than
they were before the Clean Water Act.

The point is that far from being the inevitable product of a strong economy, environmental improvement is
often the result of political struggles that could very easily have gone the other way. It is also unlikely to occur
in the absence of a strong state that is accountable to its citizens. Yet Goklany's entire work -- perhaps not
surprisingly for someone at the libertarian Cato Institute -- is predicated on the idea that the state mostly
functions as an obstacle to the benevolent workings of the market. This assumption is especially peculiar in the
context of a discussion of pollution, since economic theory tells us that polluters, in the absence of regulation,
have no reason to take the costs of their emissions into account. Pollution is the quintessential case of a negative
externality and, accordingly, of market failure: since polluters do not pay the cost of their pollution, they will
produce more than is socially optimal even if they may reduce their emissions as a byproduct of improvements
in overall efficiency. The only way, ultimately, to reduce pollution is to constrain polluters to do otherwise. It is
not, in other words, free-market-driven economic growth and technological change alone that make the | = PAT
equation false; it is those things coupled with the right incentives, incentives that the market by itself cannot
provide.

The same facile assumption that the unfettered market is the solvent for all serious problems pervades
Goklany's discussion of globalization and its impact on global well-being. As Goklany points out, correctly, it is
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a myth that the advent of globalization has been accompanied by a rise in poverty and inequality. In fact, the
percentage of the world's population that is poor has actually fallen over the past two decades (although 2.7
billion people still live on less than $2 a day). And inequality -- at least among individuals globally -- has
actually declined some as well. The surprisingly persistent picture of globalization as a process whereby the
developed world exploits and immiserates the developing one is just wrong.

The problem, however, is that the number of countries that have dramatically improved their standards of living
in the era of globalization is surprisingly small -- and most of them are in Asia. So even if economic growth is,
as it seems to be, fundamental to "the improving state of the world," we have not done a very good job of
figuring out how to spread the benefits of that growth around the globe. As Goklany acknowledges, the
economies of sub-Saharan Africa and the former Soviet Union have in many cases not just stopped growing but
actually shrunk over the past 15 years or so. Most of Latin America has seen only trivial economic growth in
the past two decades, while even Asia’'s "little tigers™ (Indonesia, Malaysia, and Thailand) -- whose economies
have grown rapidly since the 1970s -- have spent much of the past seven years recovering from the damage
wrought by the 1990s Asian financial crisis. It is true that most of these countries have nonetheless seen their
human development indicators improve, thanks to the diffusion of technology and health care. But outside of
Asia (and a few places such as Botswana and Chile), the economic benefits of globalization have been hard to
find, which is precisely why there has been such a backlash against what has come to be known as the
Washington consensus. Goklany argues that it only makes sense to attack globalization if there is evidence that
rich countries are getting richer on the backs of the poor. But it is not surprising that people are made unhappy
by the sight of others getting richer while they stay the same or actually get poorer.

Goklany suggests one response to this critique: the problem is that there has been too little globalization, not too
much, and that what governments need to do is step out of the way and let the market be free. There is no
doubting the virtue of the free market as a wealth-creation machine, and it is certainly the case that in many
countries bad policies (often designed to protect established interests) have discouraged entrepreneurship and
scared away capital. Nonetheless, here, too, the evidence is far more ambiguous than The Improving State of
the World implies. Take China and India, which together are responsible for almost all of the reduction in
poverty in the world in the past two decades. They are great success stories, but when it comes to understanding
what they say about how to attain economic growth, they are complicated rather than straightforward stories.
China is a long way from a true free-market economy, and it has followed almost none of the rules that the
Washington consensus set down. A huge number of its enterprises remain state-owned, the allocation of capital
in the country remains largely determined by politics, the country's capital markets are not truly open, there are
limitations on foreign ownership, the currency is not convertible, and so on. India, similarly although less
dramatically, still has massive tariffs, strict legal restrictions on foreign ownership and on new businesses, and
an aggressive regulatory state. The core message of Goklany's book is that economic growth and technological
change are the keys to improving people’s lives. But the success of China and India suggests that no one really
knows how to bring these achievements about, which makes Goklany's wide-eyed optimism about the future
seem misplaced.

THE NEW PRAGMATISM

What is missing from The Improving State of the World, in the end, is a sense of just how complex societies
and economies really are. Paradoxically, for a book dedicated to celebrating the enormous progress the world
has made in the past two decades, it does not sufficiently acknowledge just how miraculous the success of the
West and Japan has been and how far from assured it is that the rest of the world will enjoy anything like it.
That is not necessarily cause for pessimism -- the opponents of globalization, and the proponents of the
immiseration thesis, overlook the very real improvements in everyday life that even some of the world's poorer
countries have enjoyed as a result of the spread of technology via globalization. But in some important sense,

29



Eric Shiraev International Relations.
Goklany's book feels like it might have been written 15 years ago, when the Washington consensus was still all
the rage and when it seemed that solving the developing world's problems was just a matter of lowering trade
barriers, privatizing industries, and allowing capital to flow freely. Goklany pretends to a certainty about the
path to prosperity that no one, at this point, can have. The experience of the last two decades has had a
chastening effect on the expectations of many of globalization's most ardent advocates -- even those in places
such as the International Monetary Fund. Goklany, apparently, has remained immune.

Again, the point is not to return to the bad old days of protectionism and import-substitution industrialization.
The point, rather, is that we simply know a lot less than we thought we did. Take, for instance, Chile and
Botswana, two of the only non-Asian developing countries to enjoy meaningful, sustained economic growth in
the past 20 years. Chile, under Augusto Pinochet, implemented many free-market reforms, and the privatization
of its social security system has made it a darling of free marketeers. But a sizable portion of Chile's wealth
actually comes from its copper holdings, which even Pinochet did not privatize. And Chile also limited the flow
of so-called hot capital into its markets. Is it the adherence to markets or the deviations from them that account
for Chile's success, or is it the combination of the two? Or is it something else entirely, something about Chilean
attitudes toward time and work and entrepreneurship? The truth is no one is sure. Botswana, similarly, has
followed orthodox economic policies and has a limited state and low levels of corruption, all of which
presumably have something to do with its success. But Botswana also happens to have huge diamond supplies,
which account for around 40 percent of its annual output. Botswana's intelligent economic policies almost
certainly have helped it reap greater benefits from its natural resources (unlike the many countries that fall
victim to "the resource curse™). But you can hardly hold it up as a model that other nations could follow, unless
you plan to endow them with massive diamond supplies, too.

The fact that every country's experience is different does not mean that there are not deeper truths to be
uncovered by looking at the experience of the world as a whole. But the truths thus far uncovered are relatively
few in number and often limited in impact. So, yes, free trade is a good thing, subsidies to agriculture and
official corruption are bad things, and so on. And policymakers should be aggressive in implementing those
practices and policies that there is a good reason to think will work. But they also need to be cautious about
taking theoretical pronouncements for reality, and they should be pragmatists rather than evangelists. After
decades of misplaced certainty, it may be time to recognize the limits of our own knowledge -- at least if we
want the state of the world to continue improving.

Name:
Homework: Questions related to Session 1 Materials. Bring your answers to the next

meeting. Your answers are part of the grade for the current exam.

What were the reasons for the Iraq® attack and occupation of Kuwait in 1990 (video)?

What were the main results of the Gulf War of 1991 (video)?
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