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Born to a British mother and Ghanaian father, KWAME 

ANTHONY APPIAH grew up traveling between his two 
homelands, an experience that has shaped his wide-
ranging writing on ethnicity, identity, and culture. He  
is the author of numerous books, including Lines of  
Descent, and has won scores of prizes, among them the 
National Humanities Medal and the Arthur Ross Book 
Award. Now a professor at New York University, Appiah 
explores the past, present, and future of thinking about 
race in “Race in the Modern World” (page 1).

Before he became a prolific commentator on topics 
ranging from race to religion, KENAN MALIK studied 
neurobiology at the University of Sussex and the history 
and philosophy of science at Imperial College London. 
After working as a research psychologist, he turned to 
writing and broadcasting. His latest book tells the story 
of Salman Rushdie’s The Satanic Verses and Ayatollah 
Ruhollah Khomeini’s fatwa against it. In “The Failure  
of Multiculturalism” (page 21), he casts a critical eye  
on Europe’s various attempts at managing diversity.

As a nine-term U.S. congresswoman from a California 
district that she has called “the intelligence satellite 
capital of the universe,” JANE HARMAN understands 
intelligence. A graduate of Smith College and Harvard 
Law School, Harman got her start in politics as a Senate 
staffer and eventually rose to become the ranking Democrat 
on the House Intelligence Committee. Now the head of the 
Woodrow Wilson International Center for Scholars, in 
“Disrupting the Intelligence Community” (page 99), she 
foresees sweeping changes for U.S. spy agencies.

After earning a master’s degree from the London School 
of Economics and a doctorate from the Massachusetts 
Institute of Technology, ALAN BLINDER returned to teach 
economics at his alma mater, Princeton. In 1993, he took 
a leave of absence to serve on President Bill Clinton’s 
Council of Economic Advisers and then to become vice 
chair of the U.S. Federal Reserve’s Board of Governors. 
The author of After the Music Stopped, in “Can Econo-
mists Learn?” (page 154), he considers what lessons 
economists and politicians should draw from the 2008 
financial crisis.
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designed to soothe. Deborah Yashar 
analyzes the curious case of Latin 
America, where race mixing was long 
considered a virtue rather than a vice, 
societies prided themselves on their 
colorblindness, and class trumped race 
as a ground for political mobilization. 
And James Gibson tackles South Africa, 
with its unique history and racial classifi-
cation scheme, finding that although 
stark divisions among the races clearly 
weaken the country’s democracy, race 
relations there are improving as people 
of different backgrounds interact more 
frequently.

Finally, Graham Brown and Arnim 
Langer assess the world’s experience 
with affirmative action programs, which 
have been enacted in many places as a 
way of improving the lot of excluded 
communities. The lessons are clear, they 
conclude: such programs can occasionally 
help in the economic sphere, have a mixed 
record in improving social cohesion, 
and are an unmitigated disaster when 
it comes to politics.

Discussions of racial issues usually 
throw off more heat than light and too 
often assume that local distinctions and 
attitudes are universal and immutable 
rather than particular and contingent. 
We offer these world-class experts and 
their rigorous, context-specific analysis 
as an antidote.

—Gideon Rose, Editor

Everybody knows that racial 
tensions have been at the center 
of American political debate in 

recent months, but the story of racial 
and ethnic division is actually a global 
one, with a long and tortured history. 
For the lead package in this issue, there-
fore, we decided to do a deep dive into 
racial issues in comparative and his-
torical perspective. 

Kwame Anthony Appiah kicks it off 
with a sweeping review of the rise and 
fall of race as a concept, tracing how 
late-nineteenth-century scientists and 
intellectuals built up the idea that races 
were biologically determined and politi-
cally significant, only to have their late-
twentieth-century counterparts tear it 
down. Unfortunately, he concludes, 
recognizing that racial categories are 
socially constructed rather than innate 
doesn’t make racial problems easier  
to solve.

Fredrick Harris and Robert Lieber-
man explore the paradox of a United 
States in which stark racial inequalities 
persist even as official and individual-
level racism have dramatically declined: 
a country that might be postracist but 
is hardly postracial. They point to the 
influence of historical legacies that 
baked the racism of previous eras into 
the cake of contemporary institutions 
and practices, from housing to finance 
to criminal justice.

Kenan Malik looks at Europe’s 
disastrous experiences with multicul-
turalism, in which attempts to respect 
ethnic and cultural differences have 
spurred the very tensions they were 

the trouble with race
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When it comes to racial inequality, 
even as much has changed, 
much remains the same.

—Kwame Anthony Appiah
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KWAME ANTHONY APPIAH is Professor of 
Philosophy and Law at New York University. His 
most recent book is Lines of Descent: W. E. B. 
Du Bois and the Emergence of Identity.

until 1936. Notions of race played a 
crucial role in all these events, and 
following the Congress of Berlin in 
1878, during which the great powers 
began to devise a world order for the 
modern era, the status of the subject 
peoples in the Belgian, British, French, 
German, Spanish, and Portuguese 
colonies of Africa—as well as in inde-
pendent South Africa—was defined 
explicitly in racial terms.

Du Bois was the beneficiary of the 
best education that North Atlantic 
civilization had to offer: he had studied 
at Fisk, one of the United States’ finest 
black colleges; at Harvard; and at the 
University of Berlin. The year before his 
address, he had published The Philadelphia 
Negro, the first detailed sociological 
study of an American community. And 
like practically everybody else in his era, 
he had absorbed the notion, spread by a 
wide range of European and American 
intellectuals over the course of the nine-
teenth century, that race—the division 
of the world into distinct groups, identifi-
able by the new biological sciences—was 
central to social, cultural, and political life.

Even though he accepted the concept 
of race, however, Du Bois was a passion-
ate critic of racism. He included anti-
Semitism under that rubric, and after a 
visit to Nazi Germany in 1936, he wrote 
frankly in The Pittsburgh Courier, a leading 
black newspaper, that the Nazis’ “cam-
paign of race prejudice . . . surpasses in 
vindictive cruelty and public insult 
anything I have ever seen; and I have 
seen much.” The European homeland 
had not been in his mind when he gave 
his speech on the color line, but the 
Holocaust certainly fit his thesis—as 
would many of the centuries’ genocides, 
from the German campaign against the 

Race in the 
Modern World
The Problem of the Color 
Line

Kwame Anthony Appiah 

In 1900, in his “Address to the Nations 
of the World” at the first Pan-African 
Conference, in London, W. E. B. 

Du Bois proclaimed that the “problem of 
the twentieth century” was “the problem 
of the color-line, the question as to how 
far differences of race—which show 
themselves chiefly in the color of the 
skin and the texture of the hair—will 
hereafter be made the basis of denying 
to over half the world the right of sharing 
to their utmost ability the opportunities 
and privileges of modern civilization.”

Du Bois had in mind not just race 
relations in the United States but also 
the role race played in the European 
colonial schemes that were then still 
reshaping Africa and Asia. The final 
British conquest of Kumasi, Ashanti’s 
capital (and the town in Ghana where 
I grew up), had occurred just a week 
before the London conference began. 
The British did not defeat the Sokoto 
caliphate in northern Nigeria until 1903. 
Morocco did not become a French 
protectorate until 1912, Egypt did not 
become a British one until 1914, and 
Ethiopia did not lose its independence 
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Kwame Anthony Appiah

2 f o r e i g n  a f fa i r s

Hereros in Namibia in 1904 to the Hutu 
massacre of the Tutsis in Rwanda in 
1994. Race might not necessarily have 
been the problem of the century—there 
were other contenders for the title—
but its centrality would be hard to deny.

Violence and murder were not, of 
course, the only problems that Du Bois 
associated with the color line. Civic and 
economic inequality between races—
whether produced by government policy, 
private discrimination, or complex inter-
actions between the two—were pervasive 
when he spoke and remained so long 
after the conference was forgotten. 

All around the world, people know 
about the civil rights movement in the 
United States and the antiapartheid 
struggle in South Africa, but similar 
campaigns have been waged over the 
years in Australia, New Zealand, and 
most of the countries of the Americas, 
seeking justice for native peoples, or 
the descendants of African slaves, or 
East Asian or South Asian indentured 
laborers. As non-Europeans, including 
many former imperial citizens, have 
immigrated to Europe in increasing 
numbers in recent decades, questions 
of racial inequality there have come to 
the fore, too—in civic rights, education, 
employment, housing, and income. For 
Du Bois, Chinese, Japanese, and Koreans 
were on the same side of the color line 
as he was. But Japanese brutality toward 
Chinese and Koreans up through World 
War II was often racially motivated, as 
are the attitudes of many Chinese toward 
Africans and African Americans today. 
Racial discrimination and insult are a 
global phenomenon.

Of course, ethnoracial inequality is 
not the only social inequality that mat-
ters. In 2013, the nearly 20 million 

white people below the poverty line in 
the United States made up slightly 
more than 40 percent of the country’s 
poor. Nor is racial prejudice the only 
significant motive for discrimination: 
ask Christians in Indonesia or Pakistan, 
Muslims in Europe, or lgbt people in 
Uganda. Ask women everywhere. But 
more than a century after his London 
address, Du Bois would find that when 
it comes to racial inequality, even as 
much has changed, much remains  
the same.

us and them
Du Bois’ speech was an invitation to a 
global politics of race, one in which 
people of African descent could join 
with other people of color to end white 
supremacy, both in their various home-
lands and in the global system at large. 
That politics would ultimately shape 
the process of decolonization in Africa 
and the Caribbean and inform the 
creation of what became the African 
Union. It was a politics that led Du Bois 
himself to become, by the end of his 
life, a citizen of a newly independent 
Ghana, led by Kwame Nkrumah. 

But Du Bois was not simply an 
activist; he was even more a scholar and 
an intellectual, and his thinking reflected 
much of his age’s obsession with race as 
a concept. In the decades preceding 
Du Bois’ speech, thinkers throughout 
the academy—in classics, history, artistic 
and literary criticism, philology, and 
philosophy, as well as all the new life 
sciences and social sciences—had become 
convinced that biologists could identify, 
using scientific criteria, a small number 
of primary human races. Most would 
have begun the list with the black, white, 
and yellow races, and many would have 

March_April_2015.indb   2 1/19/15   7:09 PM



Race in the Modern World

 March/April  2015 3

to be the main components of the popu-
lation of the United Kingdom; the French 
historian Hippolyte Taine thought the 
Gauls were the race at the core of French 
history and identity; and the U.S. politi-
cian John C. Calhoun discussed conflicts 
not only between whites and blacks but 

included a Semitic race (including Jews 
and Arabs), an American Indian race, 
and more. People would have often 
spoken of various subgroups within 
these categories as races, too. Thus, the 
English poet Matthew Arnold consid-
ered the Anglo-Saxon and Celtic races 
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What was new in the nineteenth 
century was the combination of two 
logically unrelated propositions: that 
races were biological and so could be 
identified through the scientific study 
of the shared properties of the bodies of 
their members and that they were also 
political, having a central place in the 
lives of states. In the eighteenth century, 
the historian David Hume had written 
of “national character”; by the nine-
teenth century, using the new scientific 
language, Arnold was arguing that the 
“Germanic genius” of his own “Saxon” 
race had “steadiness as its main basis, 
with commonness and humdrum for 
its defect, fidelity to nature for its 
excellence.”

If nationalism was the view that natu-
ral social groups should come together 
to form states, then the ideal form of 
nationalism would bring together people 
of a single race. The eighteenth-century 
French American writer J. Hector St. 
John de Crèvecoeur’s notion that in the 
New World, all races could be “melted 
into a new race of man”—so that it 
was the nation that made the race, not 
the race the nation—belonged to an 
older way of thinking, which racial 
science eclipsed.

the other dismal science
In the decade after Du Bois’ address, 
however, a second stage of modern 
argumentation about human groups 
emerged, one that placed a much greater 
emphasis on culture. Many things contrib-
uted to this change, but a driving force 
was the development of the new social 
science of anthropology, whose German-
born leader in the United States, Franz 
Boas, argued vigorously (and with copious 
evidence from studies in the field) that 

also between Anglo-Canadians and “the 
French race of Lower Canada.”

People thought race was important 
not just because it allowed one to define 
human groups scientifically but also 
because they believed that racial groups 
shared inherited moral and psychological 
tendencies that helped explain their 
different histories and cultures. Of course, 
there were always skeptics. Charles 
Darwin, for example, believed that his 
evolutionary theory demonstrated that 
human beings were a single stock, with 
local varieties produced by differences in 
environment, through a process that was 
bound to result in groups with blurred 
edges. But many late-nineteenth-century 
European and American thinkers believed 
deeply in the biological reality of race and 
thought that the natural affinity among 
the members of each group made races 
the appropriate units for social and 
political organization. 

Essentialism—the idea that human 
groups have core properties in common 
that explain not just their shared super-
ficial appearances but also the deep 
tendencies of their moral and cultural 
lives—was not new. In fact, it is nearly 
universal, because the inclination to 
suppose that people who look alike have 
deep properties in common is built into 
human cognition, appearing early in life 
without much prompting. The psycholo-
gist Susan Gelman, for example, argues 
that “our essentializing bias is not directly 
taught,” although it is shaped by language 
and cultural cues. It can be found as far 
back as Herodotus’ Histories or the Hebrew 
Bible, which portrayed Ethiopians, 
Persians, and scores of other peoples 
as fundamentally other. “We” have 
always seen “our own” as more than 
superficially different from “them.”
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biological groupings, and social scien-
tists proposed that the human units of 
moral and political significance were 
those based on shared culture rather 
than shared biology. It helped that 
Darwin’s point had been strengthened 
by the development of Mendelian 
population genetics, which showed that 
the differences found between the 
geographic populations of the human 
species were statistical differences in 
gene frequencies rather than differences 
in some putative racial essence.

In the aftermath of the Holocaust, 
moreover, it seemed particularly impor-
tant to reject the central ideas of Nazi 
racial “science,” and so, in 1950, in the 
first of a series of statements on race, 
unesco (whose founding director was 
the leading biologist Sir Julian Huxley) 
declared that

national, religious, geographic, 
linguistic and cultural groups do  
not necessarily coincide with racial 
groups: and the cultural traits of 
such groups have no demonstrated 
genetic connection with racial traits. 
. . . The scientific material available 
to us at present does not justify the 
conclusion that inherited genetic 
differences are a major factor in 
producing the differences between 
the cultures and cultural achieve-
ments of different peoples or groups.

Race was still taken seriously, but it 
was regarded as an outgrowth of socio-
cultural groups that had been created by 
historical processes in which the biologi-
cal differences between human beings 
mattered only when human beings decided 
that they did. Biological traits such as 
skin color, facial shape, and hair color 
and texture could define racial boundaries 

the key to understanding the significant 
differences between peoples lay not in 
biology—or, at least, not in biology 
alone—but in culture. Indeed, this 
tradition of thought, which Du Bois 
himself soon took up vigorously, argued 
not only that culture was the central 
issue but also that the races that mat-
tered for social life were not, in fact, 
biological at all.

In the United States, for example, 
the belief that anyone with one black 
grandparent or, in some states, even 
one black great-grandparent was also 
black meant that a person could be 
socially black but have skin that was 
white, hair that was straight, and eyes 
that were blue. As Walter White, the 
midcentury leader of the National 
Association for the Advancement of 
Colored People, whose name was one 
of his many ironic inheritances, wrote 
in his autobiography, “I am a Negro. 
My skin is white, my eyes are blue, my 
hair is blond. The traits of my race are 
nowhere visible upon me.”

Strict adherence to thinking of race 
as biological yielded anomalies in the 
colonial context as well. Treating all 
Africans in Nigeria as “Negroes,” say, 
would combine together people with 
very different biological traits. If there 
were interesting traits of national char-
acter, they belonged not to races but to 
ethnic groups. And the people of one 
ethnic group—Arabs from Morocco to 
Oman, Jews in the Diaspora—could 
come in a wide range of colors and 
hair types.

In the second phase of discussion, 
therefore, both of the distinctive claims 
of the first phase came under attack. 
Natural scientists denied that the races 
observed in social life were natural 
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differences are caused by different group 
biologies. And even if statistical differ-
ences between groups exist, that does not 
necessarily provide a rationale for treating 
individuals within those groups differently. 
So, as Du Bois was one of the first to 
argue, when questions arise about the 
salience of race in political life, it is 
usually not a good idea to bring biology 
into the discussion.

It was plausible to think that racial 
inequality would be easier to eliminate 
once it was recognized to be a product of 
sociology and politics rather than biology. 
But it turns out that all sorts of status 
differences between ethnoracial groups 
can persist long after governments stop 
trying to impose them. Recognizing that 
institutions and social processes are at 
work rather than innate qualities of the 
populations in question has not made it 
any less difficult to solve the problems.

imagined communities
One might have hoped to see signs that 
racial thinking and racial hostility were 
vanishing—hoped, that is, that the color 
line would not continue to be a major 
problem in the twenty-first century, as 
it was in the twentieth. But a belief in 
essential differences between “us” and 
“them” persists widely, and many con-
tinue to think of such differences as 
natural and inherited. And of course, 
differences between groups defined by 
common descent can be the basis of 
social identity, whether or not they are 
believed to be based in biology. As a 
result, ethnoracial categories continue 
to be politically significant, and racial 
identities still shape many people’s 
political affiliations. 

Once groups have been mobilized 
along ethnoracial lines, inequalities 

if people chose to use them for that 
purpose. But there was no scientific 
reason for doing so. As the unesco 
statement said in its final paragraph, 
“Racial prejudice and discrimination in 
the world today arise from historical 
and social phenomena and falsely claim 
the sanction of science.”

construction work
In the 1960s, a third stage of discussion 
began, with the rise of “genetic geography.” 
Natural scientists such as the geneticist 
Luigi Luca Cavalli-Sforza argued that the 
concept of race had no place in human 
biology, and social scientists increasingly 
considered the social groups previously 
called “races” to be social constructions. 
Since the word “race” risked misleading 
people on this point, they began to speak 
more often of “ethnic” or “ethnoracial” 
groups, in order to stress the point that 
they were not aiming to use a biological 
system of classification.

In recent years, some philosophers 
and biologists have sought to reintro-
duce the concept of race as biological 
using the techniques of cladistics, a 
method of classification that combines 
genetics with broader genealogical 
criteria in order to identify groups of 
people with shared biological heritages. 
But this work does not undermine the 
basic claim that the boundaries of the 
social groups called “races” have been 
drawn based on social, rather than biolog-
ical, criteria; regardless, biology does 
not generate its own political or moral 
significance. Socially constructed groups 
can differ statistically in biological charac-
teristics from one another (as rural whites 
in the United States differ in some health 
measures from urban whites), but that 
is not a reason to suppose that these 
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between them, whatever their causes, 
provide bases for further mobilization. 
Many people now know that we are all, 
in fact, one species, and think that 
biological differences along racial lines 
are either illusory or meaningless. But 
that has not made such perceived 
differences irrelevant. 

Around the world, people have sought 
and won affirmative action for their 
ethnoracial groups. In the United States, 
in part because of affirmative action, public 
opinion polls consistently show wide 
divergences on many questions along racial 
lines. On American university campuses, 
where the claim that “race is a social 
construct” echoes like a mantra, black, 
white, and Asian identities continue to 
shape social experience. And many people 
around the world simply find the concept 
of socially constructed races hard to accept, 
because it seems so alien to their psycho-
logical instincts and life experiences.

Race also continues to play a central 
role in international politics, in part 
because the politics of racial solidarity 
that Du Bois helped inaugurate, in 
co-founding the tradition of pan-
Africanism, has been so successful. 
African Americans are particularly 
interested in U.S. foreign policy in 
Africa, and Africans take note of racial 
unrest in the United States: as far away 
as Port Harcourt, Nigeria, people pro-
tested against the killing of Michael 
Brown, the unarmed black teenager 
shot to death by a police officer last 
year in Missouri. Meanwhile, many 
black Americans have special access to 
Ghanaian passports, Rastafarianism in the 
Caribbean celebrates Africa as the home 
of black people, and heritage tourism 
from North and South America and the 
Caribbean to West Africa has boomed. 
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the ideal of human brotherhood has 
become a practical possibility.” 

But at this point, the price of trying 
to move beyond ethnoracial identities 
is worth paying, not only for moral 
reasons but also for the sake of intellec-
tual hygiene. It would allow us to live 
and work together more harmoniously 
and productively, in offices, neighbor-
hoods, towns, states, and nations. Why, 
after all, should we tie our fates to groups 
whose existence seems always to involve 
misunderstandings about the facts of 
human difference? Why rely on imagi-
nary natural commonalities rather than 
build cohesion through intentional 
communities? Wouldn’t it be better to 
organize our solidarities around citizen-
ship and the shared commitments that 
bind political society?

Still, given the psychological diffi-
culty of avoiding essentialism and the 
evident continuing power of ethnoracial 
identities, it would take a massive and 
focused effort of education, in schools 
and in public culture, to move into a 
postracial world. The dream of a world 
beyond race, unfortunately, is likely to 
be long deferred.∂

Pan-Africanism is not the only 
movement in which a group defined by 
a common ancestry displays transnational 
solidarity. Jews around the world show 
an interest in Israeli politics. People in 
China follow the fate of the Chinese 
diaspora, the world’s largest. Japanese 
follow goings-on in São Paulo, Brazil, 
which is home to more than 600,000 
people of Japanese descent—as well as 
to a million people of Arab descent, 
who themselves follow events in the 
Middle East. And Russian President 
Vladimir Putin has put his supposed 
concern for ethnic Russians in neigh-
boring countries at the center of his 
foreign policy.

Identities rooted in the reality or 
the fantasy of shared ancestry, in short, 
remain central in politics, both within 
and between nations. In this new 
century, as in the last, the color line 
and its cousins are still going strong. 

wouldn’t it be nice?
The pan-Africanism that Du Bois 
helped invent created, as it was meant 
to, a new kind of transnational solidar-
ity. That solidarity was put to good use 
in the process of decolonization, and it 
was one of the forces that helped bring 
an end to Jim Crow in the United 
States and apartheid in South Africa. 
So racial solidarity has been used not 
just for pernicious purposes but for 
righteous ones as well. A world without 
race consciousness, or without ethno-
racial identity more broadly, would lack 
such positive mobilizations, as well as 
the negative ones. It was in this spirit, 
I think, that Du Bois wrote, back in 
1897, that it was “the duty of the Ameri-
cans of Negro descent, as a body, to 
maintain their race identity until . . . 
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hold six years ago. For many of Obama’s 
supporters, his election represented a 
milestone in U.S. history, marking the 
dawn of a “postracial” society—a new era 
in which skin color would no longer stand 
as a barrier to opportunity or achievement. 
Obama himself embraced this imagery, 
insisting that “there’s not a black America 
and white America and Latino America 
and Asian America; there’s the United 
States of America.” Although he ac-
knowledged the country’s history of racial 
division and conflict, he clearly envisioned 
a future in which racial distinctions would 
fade into insignificance, and he promoted 
himself as an avatar of that future.

Such lofty rhetoric already seems 
dated. But even as recent protests over 
race affirmed racial inequality as a 
defining feature of American life, it also 
offered a reminder of just how much the 
racial landscape in the United States has 
changed since the mid-twentieth century. 
Analyzing U.S. race relations in 1944, 
the Swedish economist Gunnar Myrdal 
identified what he called “an American 
dilemma”: the wide gap between the 
American ideals of liberty and equality 
and the actual conditions of African 
American life. In Myrdal’s view, racism 
was the root cause of the problem. 
Myrdal found that white Americans’ 
support for segregation sprang from a 
widespread belief in black inferiority 
and that blacks’ disadvantaged status 
tended to reinforce this sentiment. 
For Americans to resolve this clash 
between ideals and reality, Myrdal 
argued, something had to give: either 
whites’ racial attitudes had to change, 
allowing for fairer treatment of blacks, or 
the circumstances of African American 
life had to improve, triggering a change 
in attitudes. 

Racial Inequality 
After Racism 
How Institutions Hold Back 
African Americans

Fredrick C. Harris and Robert 
C. Lieberman 

Last summer, the killings of two 
unarmed African American men—
Eric Garner in Staten Island, New 

york, and Michael Brown in Ferguson, 
Missouri—by white police officers 
reignited the national conversation about 
racial inequality in the United States. In 
both cases, grand juries declined to 
indict the officers involved. The rulings 
provoked a wave of protest marches, 
rallies, and road blockades across the 
country, as demonstrators of all skin 
colors proclaimed to the nation and to 
the world that “black lives matter.”

The upheaval has stood in stark 
contrast to the promise of a transforma-
tion in race relations that President 
Barack Obama’s inauguration appeared to 
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In the subsequent decades, one of 
Myrdal’s prescriptions did come true—
but only one: white Americans’ atti-
tudes toward race have indeed been 
revolutionized. yet across a wide range 
of measures—including income, employ-
ment, education, health, housing, and 
criminal justice—African Americans 
and other minorities of color have 
continued to lag behind whites, with 
severe consequences not only for those 
disadvantaged groups but also for 
American society as a whole. African 
Americans, for example, are nearly 
three times as likely as non-Hispanic 
whites to be poor, almost six times as 
likely to be incarcerated, and only half 
as likely to graduate from college. The 
average wealth of white households in 
the United States is 13 times as high 
as that of black households.

Disparities of this sort have remained 
a permanent feature of American life 
even after the civil rights movement of 
the 1950s and 1960s removed the two 
most egregious means of reproducing 
racial inequality: state-sanctioned 
segregation and explicit discrimination. 
Today, overt expressions of prejudice 
are almost universally considered illegiti-
mate. Mass belief in biological or socio-
logical theories that imply the superiority 
of some racial groups over others has 
nearly vanished. Americans now broadly 
accept, at least in principle, the basic 
premises of legal, social, and political 
equality across racial lines. Most Ameri-
cans celebrate diversity in workplaces, 
schools, and public settings. And the 
antidiscrimination laws of the 1960s, 
especially the Civil Rights and Voting 
Rights Acts, have succeeded at estab-
lishing the idea, if not the practice, of 
racial integration as a public good.

yet half a century after the peak of 
the civil rights movement, its gains 
continue to be undercut by multiple 
sources of inequality that reinforce one 
another and place barriers in the way of 
progress. These patterns discredit the 
notion of a postracial society. Rather, 
the United States is a postracist coun-
try—a place where the role of race is 
more subtle and hidden from view than 
before, but no less potent. And a new 
American dilemma—the continuity of 
racial inequality in the midst of racial 
change—has confounded policymakers 
and commentators alike. 

Neither the left nor the right has 
produced convincing explanations of 
this predicament, much less solutions to 
it. The two sides’ shortfalls stem from a 
common problem: a focus on individuals 
rather than institutions, which obscures 
the powerful role that history has played 
in shaping today’s inequalities. Historical 
legacies are the key reason numerous 
civic, social, and economic institutions 
continue to affect marginalized commu-
nities in deeply unequal ways, even though 
these institutions appear to be race 
neutral on the surface. 

It will take new approaches to un-
cover and dismantle such mechanisms. 
One promising route stems, surprisingly, 
from the financial sector. In the wake 
of the 2008 financial crisis, regulators 
in the United States and Europe have 
compelled major banks to conduct 
assessments known as stress tests, which 
diagnose the banks’ unseen weaknesses 
and vulnerabilities to shocks. Many of 
the same hidden forces that financial 
stress tests reveal—faulty assumptions, 
a lack of internal safeguards, unrecog-
nized biases—are also at work in a broad 
range of public and private institutions 
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the lack of group progress by black 
Americans derives from a “post-colonial 
inferiority complex.” “Like insecure 
people everywhere,” he writes, blacks 
“are driven by a private sense of per-
sonal inadequacy to seeing imaginary 
obstacles to their success supposedly 
planted by others.”

Such arguments reflect the belief 
shared by many white Americans that 
racism has by now become close to 
irrelevant. As the sociologist Lawrence 
Bobo has documented, white Americans 
generally assume that the end of state-
sponsored segregation and the legal 
prohibition of discrimination removed 
structural barriers to African American 
advancement. In a 2013 Gallup poll, for 
instance, 83 percent of white Americans 
said that factors other than discrimina-
tion were to blame for African Americans’ 
lower levels of employment, lower 
incomes, and lower-quality housing. 

in the United States in ways that 
contribute to racial inequality. Policy-
makers should consider adapting the 
stress-test model to help identify and 
counteract such forces by designing 
what would amount to stress tests for 
institutional racism. 

colorblind but uneQual
Many on the political right believe that 
the United States has become a genuinely 
colorblind society—a level playing field 
that rewards discipline and hard work. 
In this view, racial disparities reflect 
deficiencies of merit on the part of less 
successful individuals and groups rather 
than flawed institutions that perpetuate 
unequal outcomes. By this logic, the 
failure of African Americans and other 
minorities to prosper stems from personal 
failings, such as a lack of initiative. 
The conservative commentator John 
McWhorter, for instance, believes that 
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American communities. To many 
right-wing observers, the characteristics 
of black poverty—joblessness, broken 
families, welfare dependency, drugs, 
crime, violence—suggest a set of patho-
logical cultural traits that black commu-
nities share. Republican Representative 
Paul Ryan of Wisconsin, for example, 
recently attributed urban poverty to a 
“tailspin of culture, in our inner cities 
in particular, of men not working and 
just generations of men not even think-
ing about working or learning the value 
and the culture of work.” By this logic, 
government-funded social assistance, 
especially the welfare programs of the 
War on Poverty that President Lyndon 
Johnson launched in the 1960s, has only 
fostered self-destructive behavior by 
encouraging dependency and isolation. 

Taken to the extreme, arguments 
about the collective flaws of particular 
groups assume a dark pseudoscientific 
cast, exemplified by The Bell Curve, 
the now-infamous 1994 book by the 
psychologist Richard Herrnstein and 
the political scientist Charles Murray. 
The book argued that intelligence is 
significantly influenced by hereditary 
factors, suggesting that genetics might 
partly explain differences in iq scores 
and disparities in the social and economic 
success of white and black Americans. 
Although such arguments have mostly 
vanished from mainstream discourse, 
even on the right, they often lurk in 
the background of debates about race, 
especially those relating to education. 

The fundamental problem with these 
conservative explanations is not that 
they blame inequality on social maladies 
such as unemployment, family disruption, 
and violence; these conditions certainly 
weigh heavily on many minority 

Indeed, white Americans often attribute 
racial inequality to the incapacity of 
minorities themselves—a phenomenon 
that Bobo calls “laissez-faire racism.” 
Similarly, the political scientist Martin 
Gilens has shown that the chronic pov-
erty of African American communities 
reinforces common stereotypes held by 
whites about blacks, whom whites often 
view as lazy and irresponsible. Wide-
spread assumptions of this kind eroded 
white support for the New Deal welfare 
state after the 1960s and paved the way 
for the welfare cutbacks of the 1990s, 
which disproportionately hurt people 
of color. 

But the idea that American society 
is now colorblind neglects a crucial fact: 
apparently race-neutral practices often 
mask deeply unequal arrangements. For 
example, Jim Crow–era voting restric-
tions, such as poll taxes, literacy tests, 
and the grandfather clause, were adopted 
precisely because they appeared to be 
race neutral and therefore compliant with 
the 15th Amendment, which prohibits 
race-based voting discrimination. And 
even today, seemingly race-neutral 
policies often reinforce racial inequalities, 
although what is different now is that 
the officials behind them may harbor no 
racist intentions. To take one well-known 
example, cocaine drug laws that are based 
on the principle of colorblindness—
distinguishing not between black and 
white defendants but between crimes 
involving crack cocaine and those related 
to powder cocaine—have resulted in 
grossly disproportionate punishments 
for black offenders.

A second strain of conservative 
thinking finds the root of racial dis-
parities in the dysfunctional behavioral 
patterns prominent in certain African 
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and groups. Specifically, many on the 
left detect pervasive negative attitudes 
toward blacks among whites, often hidden 
from public view. 

Few liberals argue that a large number 
of white Americans consciously wish 
to hold back blacks and other minori-
ties. The common left-wing position 
is somewhat more nuanced, suggesting 
that although explicit expressions of 
prejudice are now frowned on, racial 
stereotypes remain a powerful framing 
device in social and political interactions 
and in policy debates, often in ways that 
remain concealed behind the rhetoric 
of colorblindness. Liberals sometimes 
refer to this framing device as “dog 
whistle” messaging: intentionally stoking 
white uneasiness about minorities while 
maintaining the ability to plausibly 
deny any specific racist intent. 

One familiar example is the infamous 
“Willie Horton” ad crafted by then Vice 
President George H. W. Bush’s presi-
dential election campaign in 1988, which 
attacked Massachusetts Governor Michael 
Dukakis, the Democratic candidate, for a 
prison furlough program that had allowed 
a convicted murderer to commit another 
gruesome crime. Although the ad’s script 
referred to the crime in neutral terms, 
the ad’s true centerpiece was Horton’s 
menacing mug shot, which invoked 
stereotypical racial imagery to send a 
clear, unspoken message: Dukakis wasn’t 
tough enough to stand up to scary black 
men. Images of this kind activate not the 
conscious, explicit racism that was once 
common but rather implicit biases that 
operate on the subconscious level.

As evidence that white racism remains 
widespread, liberals also point to revela-
tions that well-known figures, such as the 
celebrity chef Paula Deen and the former 

communities. Rather, the right-wing 
arguments falter by focusing too heavily 
on the beliefs and behavior of individuals 
and subgroups in explaining collective 
outcomes and by disregarding institu-
tional and historical factors. Scholars 
such as the sociologist William Julius 
Wilson have shown that the problems 
plaguing minority communities result 
not from innate group traits but from 
broader structural dynamics. For exam-
ple, as U.S. industry declined in the 
second half of the twentieth century, 
the industrial jobs that had long nour-
ished a broad middle class disappeared 
from U.S. cities. They were increasingly 
replaced by service industry jobs, which 
feature a sharp dividing line between 
well-paid positions for the highly edu-
cated and more meager opportunities 
for those with fewer skills. As a result, 
the postindustrial U.S. economy has 
saddled many urban neighborhoods with 
limited job prospects and few realistic 
economic alternatives, producing many 
dysfunctional behaviors prominent today. 
Although working-class whites were 
also affected by deindustrialization, 
their better connections to job networks 
and relatively greater access to family 
wealth helped buffer some of the social 
dislocation that devastated poor and 
working-class communities of color.

words and deeds
When it comes to explaining racial 
inequalities, conservatives are not alone 
in ascribing too much influence to the 
beliefs and behavior of individuals; 
liberals tend to make the same error. 
Whereas conservatives focus on individ-
ual black Americans and African Ameri-
can communities, liberals question the 
motives and actions of white individuals 
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widespread foreclosures in minority 
communities. But despite the persis-
tence of some explicit discrimination, 
it is increasingly difficult to argue that 
the deliberate discriminatory actions 
of individuals can alone account for 
contemporary patterns of exclusion 
and disadvantage. 

Moreover, a wide array of laws and 
protective mechanisms now exist to block 
and neutralize intentional discrimination. 
On the whole, such bulwarks have been 
remarkably successful. The multifront 
battle that African Americans waged 
against exclusion over the course of the 
twentieth century has largely been won. 
Overt discrimination has declined dra-
matically in employment, education, 
housing, government contracting, and 
voting. In large part, this progress resulted 
from the implementation of the Civil 
Rights Act of 1964, the Voting Rights Act 
of 1965, and the Fair Housing Act of 1968.

To be fair, government enforcement 
of these acts has varied in intensity, with 
more significant advances achieved in 
some areas than in others. In employ-
ment, for example, the United States 
has developed a comparatively strong 
enforcement regime. Antidiscrimination 
protections and diversity norms have 
become a new standard for public and 
private employers, including large corpo-
rations, universities, and the military. 
This standard is reinforced by the courts, 
federal and state administrative authori-
ties, and private litigation. And at the 
ballot box, the full enfranchisement of 
African Americans has transformed the 
U.S. electorate and empowered minority 
political participation. Although protec-
tions of the right to vote were substan-
tially weakened by Shelby County v. Holder, 
the 2013 Supreme Court decision that 

owner of the Los Angeles Clippers 
basketball team, Donald Sterling, occa-
sionally use racist language or have racial 
prejudices. Such instances of bigotry, 
however, tend to exaggerate the power 
that any lingering racial bias still holds 
over American society as a whole. For 
much of the twentieth century, a belief 
in black inferiority was indeed a main-
stream view among white Americans, and 
much prejudice remains today. But this 
sentiment is now unquestionably less 
widespread and virulent than it once 
was. In the mid-twentieth century, most 
Americans polled by opinion researchers 
routinely expressed opposition to school 
integration and interracial marriage. 
Today, Americans’ views have moved 
uniformly in favor of racial equality, from 
a dismal four percent in favor of inter-
racial marriage in 1958, for example, to 
nearly 90 percent today.

Discrimination, too, has gone from a 
social norm to an outlawed and widely 
despised relic of the past. The exclusion 
of African Americans from schools, work-
places, and neighborhoods was once a 
core feature of American life, sanctioned 
by the Supreme Court in Plessy v. Ferguson, 
the infamous 1896 case that upheld the 
doctrine of “separate but equal.” This 
exclusion occurred not only in the South, 
where white supremacy was firmly 
entrenched, but also in the North, where 
public policy, white prejudice, and biased 
business practices often combined to 
prevent African Americans from making 
social progress. Such practices, of course, 
occasionally find an echo in modern days, 
for example, in the form of the mortgage-
lending procedures that disproportion-
ately exposed minority borrowers to 
the risky subprime loans that triggered 
the financial collapse of 2008 and led to 

March_April_2015.indb   14 1/19/15   7:09 PM



Norwich’s Master of Arts in Diplomacy online program can help you develop 
the specialized skills you’ll need to build cooperation and solve problems on an 
international scale. Whether your background is business, military, government 
or in the non-profit sector, you’ll gain a new perspective on the complexities of 
communicating and negotiating global affairs.

It’s time to think globally. 
Visit diplomacy.norwich.edu/fpp
or call 1-800-460-5597 ext. 3378 to learn more.

Earn Your Master of Arts in Diplomacy – Online
Expand Your Global Reach

46925_NU_MDY_Print_Ad.indd   1 2014-03-19   1:22 PM

creo


http://diplomacy.norwich.edu/fapa/?Access_Code=NU-MDY-ForeignPolicyPrint000014


Fredrick C. Harris and Robert C. Lieberman

16 f o r e i g n  a f fa i r s

measurably improved black employment 
opportunities and wages in the South in 
the 1960s and 1970s. And the economist 
Roland Fryer has shown that civil rights 
reforms have produced a positive, albeit 
modest, impact on African American 
economic and social outcomes across the 
board, including in employment, health, 
and incarceration rates. Although signifi-
cant racial disparities remain in all these 
areas, Fryer found that the influence of 
direct discrimination has fallen dramati-
cally vis-à-vis other factors, such as 
unequal educational opportunities. He 
estimates, for example, that differences 
in educational achievement accounted 
for more than 70 percent of the black-
white wage disparity for young men in 
2006 and that, controlling for education, 
young black women actually earned more 
than young white women. Discrimina-
tion, of course, remains a substantial 
barrier for racial minorities, especially in 
employment and particularly for young 
African Americans from the inner cities, 
who are frequently the targets of stereo-
typing. But lingering racist sentiments 
are no longer powerful enough to account 
for the full breadth of the divide. 

historY’s hidden hand
The shortcomings of conservative and 
liberal arguments mean that American 
political discourse lacks a compelling 
explanation for what the sociologist 
Eduardo Bonilla-Silva has called “racism 
without racists”: the ways in which 
systematic patterns and practices of 
American society often advance the 
interests of whites and harden racial 
disparities. What’s missing is an under-
standing of how race works at the level 
of institutions. How do institutions 
that are, on their face, scrupulously race 

gutted the enforcement powers of the 
Voting Rights Act, access to voting 
remains a universally recognized citizen-
ship right. 

By contrast, efforts to desegregate the 
U.S. educational system have achieved 
only limited success. Since 1955, when 
the U.S. Supreme Court ordered the 
desegregation of public schools to pro-
ceed “with all deliberate speed,” repeated 
rollback attempts have managed to keep 
some divisions in place. In 1974, for 
example, the Supreme Court struck 
down a metropolitan busing plan in 
Detroit that aimed to transport children 
to schools outside their immediate 
neighborhoods. And in a 2007 case that 
overturned plans to integrate public 
schools in Seattle, Washington, and 
Louisville, Kentucky, Chief Justice John 
Roberts proclaimed that “the way to stop 
discrimination on the basis of race is to 
stop discriminating on the basis of race.” 
This position represented an ironic 
reversal of the Court’s 1978 decision in 
Regents of the University of California v. 
Bakke—one of the earliest rulings to 
sanction race-conscious remedies—in 
which Justice Harry Blackmun admon-
ished: “In order to get beyond racism, 
we must first take account of race. There 
is no other way. And in order to treat 
some persons equally, we must treat them 
differently.” When it comes to desegre-
gating housing, too, efforts at reform 
have achieved only limited success, as the 
federal government’s attempts to inte-
grate neighborhoods have often met with 
local resistance and judicial override. 

For all these shortfalls, however, 
antidiscrimination laws have clearly 
worked to reduce racial gaps in multiple 
ways. Economists such as James Heckman 
have found that the Civil Rights Act 
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No aspect of contemporary American 
life presents starker racial disparities. 
People of color (including blacks, His-
panics, and other minorities) represent 
about 40 percent of the U.S. population 
but account for around 60 percent of 
those imprisoned. The U.S. Bureau of 
Justice Statistics estimates that one in 
three African American men will go to 
prison at some point in his life. Accord-
ing to the American Civil Liberties 
Union, one in every 15 African American 
men is incarcerated, as opposed to 
only one in every 106 white men.

Liberals (and some conservatives) 
often argue that these disparities stem 
from the “war on drugs” of the 1980s, 
which introduced policing tactics and 
sentencing rules that hit African Ameri-
cans particularly hard. But in fact, the 
problem has its roots in the immediate 
aftermath of the civil rights movement 
and the racial unrest that led to riots in 
most major U.S. cities in the late 1960s 
and early 1970s. Although the rates of 
incarceration among blacks and whites 
were nearly the same for much of the 
Jim Crow era, racial differences began 
to emerge and widen during the early 
1970s. At a time when African Ameri-
cans were beginning to benefit from 
civil rights gains—as the black middle-
class grew, poverty rates declined, and 
thousands of blacks ascended to public 
office—rising black incarceration rates 
functioned as a stealth counterweight 
to political and economic progress. 

This was partly by design. The 
law-and-order policies pursued by some 
conservative lawmakers and officials, 
including President Richard Nixon, were 
framed as a deliberate reaction to the 
disorder that many white voters associ-
ated with the civil rights movement. The 

neutral nevertheless produce racially 
imbalanced outcomes? 

A focus on institutions was once a 
staple of civil rights activism. Stokely 
Carmichael, a leader in the Black Power 
movement in the 1960s, coined the phrase 
“institutional racism” to describe discrim-
ination that “originates in the operation 
of established and respected forces in the 
society, and thus receives far less public 
condemnation than [individual racism],” 
as Carmichael and the political scientist 
and fellow activist Charles Hamilton 
wrote in 1967. This kind of thinking 
became something of an article of faith 
for some on the left, but it did not de-
velop much beyond the polemic rhetoric 
of activists. As the social sciences increas-
ingly embraced an understanding of 
human behavior that focused intensively 
on individuals and their beliefs and habits, 
no serious exploration of the institutional 
racism hypothesis ever got off the ground. 
As a result, policymakers have been left 
with a poor understanding of the institu-
tional mechanics that perpetuate racially 
disparate conditions.

A renewed focus on how racism 
survives through social and political 
institutions would draw on the numerous 
advances that the social sciences have 
achieved in recent decades, illuminating 
how institutional forces shape personal 
decisions and identities and how the 
interaction of individuals with their 
surroundings systematically influence 
behavior. But which institutions deserve 
the most scrutiny? 

The most obvious and important 
candidate is the U.S. criminal justice 
system, which today incarcerates 
about 900,000 African Americans—a 
number that accounts for close to half 
of all the inmates in the United States. 
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broader economy is full of often hidden 
forces that combine to exclude people 
of color from well-functioning, fair 
economic markets and connect them 
instead to markets that are distorted or 
broken. The historian Devin Fergus has 
demonstrated, for example, that seem-
ingly obscure tax and insurance policies 
often serve to penalize neighborhoods 
with large minority populations. Fergus 
has chronicled the consequences of a 
California law that allowed Zip Code–
based profiling in underwriting car 
insurance, which effectively sorted black 
drivers into higher-risk categories that 
required higher payments. As a result, 
geographic location mattered more than 
one’s driving record in calculating 
premiums—a policy that Fergus calls a 
“ghetto tax.” In effect, as Fergus puts it, 
“the premiums of rural and suburban 
motorists were underwritten by central 
and inner-city motorists.” Although the 
particular Californian law described by 
Fergus has since been repealed, many 
others like it across the country are still 
in force. Profiling of this kind mirrors 
other racially skewed practices, such as 
neighborhood-based discrimination in 
real estate, known as redlining, in which 
banks and financial firms limit the loans 
and other financial services available to 
residents of neighborhoods with large 
minority populations. 

Similarly, researchers including the 
psychologist Naa Oyo Kwate have 
illustrated how apparently apolitical 
marketing practices, such as the adver-
tising of fast food and alcohol, involve 
de facto racial profiling in their targeting 
of minority-populated urban neighbor-
hoods. Kwate has documented how retail 
companies search consumer databases 
for certain groups of names in an effort 

Nixon era introduced a bundle of new 
laws at the federal and state level that 
lengthened sentences, allowed juveniles 
to be tried as adults, relaxed prohibitions 
on the electronic surveillance of alleged 
criminal activity, and created perverse 
incentives for local police to win more 
federal funding by increasing arrest rates. 
In the 1970s, at the height of U.S. indus-
trial decline, these laws took a dispropor-
tionate toll on minority communities in 
hollowed-out inner cities. These patterns 
have created ripple effects across African 
American neighborhoods, not least by 
producing a phenomenon known as 
intergenerational incarceration: the 
tendency of the children of convicted 
felons to grow up in foster homes, engage 
in violence and crime, and ultimately fall 
into poverty and homelessness or end up 
being incarcerated themselves.

High unemployment rates—partly 
the result of deindustrialization—only 
compounded these trends, sparking a 
damaging feedback loop. As the sociolo-
gist Devah Pager has shown, black men 
with criminal records have a particularly 
difficult time finding work, as supposedly 
race-neutral hiring practices often allow 
racial stereotypes to enter into employers’ 
decision-making. She has found, for 
example, that whereas white job appli-
cants with criminal records are half as 
likely to receive a job interview as equally 
qualified whites with no records, black 
applicants with criminal records pay a 
much greater penalty: they are one-third 
as likely to be interviewed as other 
black candidates.

mind the gaP
The criminal justice system is hardly 
the only part of U.S. society where 
institutional racism operates. The 
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laws. But simply eliminating prejudice 
is no longer enough. Nor is it realistic 
to expect that a rising tide will lift all 
boats and that gradual economic growth 
will ultimately bring minority communi-
ties out of poverty. Racial divisions appear 
entrenched, and existing approaches have 
proved incapable of loosening their hold. 
The postracist epoch demands new tools 
for uncovering the structural forces that 
allow racial inequality to persist.

One idea that holds promise is the 
introduction of rigorous diagnostic 
methods similar to the stress tests that 
banks and financial firms use to under-
stand their vulnerabilities and weak-
nesses. Financial stress tests, a legacy 
of the 2010 Dodd-Frank Act, which 
sought to bolster financial regulation, 
were developed to evaluate the liquidity 
of banks and their ability to mitigate 
the risks posed by the financial system. 
Washington now requires banks with 
assets valued at $10 billion or more to 
submit to annual reviews—either inter-
nally directed or sponsored by the 
government—that evaluate the degree 
to which these banks might be exposed 
to risks in times of crisis or as a result 
of global economic shocks. The assess-
ments provide a warning that can protect 
taxpayers from the costs of bailing out 
collapsing banks. 

A similar assessment method—racial-
equality stress tests—could become an 
effective tool for identifying institu-
tional mechanisms that perpetuate racial 
inequality. Tools of this kind would permit 
scholars and policymakers to investigate 
whether nominally race-neutral policies 
are in fact masking practices that con-
tribute to racial inequality. Such stress 
tests would allow regulators to place a 
wide array of institutions under scrutiny. 

to identify minority consumers and 
then market particular types of products 
to them. On the surface, this practice 
might appear to simply harness market 
forces, as companies use information 
about their current customers to search 
for new ones. But that simplistic expla-
nation presumes that there is something 
natural about consumer categories and 
ethnic or racial patterns of taste and 
behavior. In fact, the opposite is true: 
Kwate has shown that consumer prefer-
ences are strongly shaped and constrained 
by patterns of advertising and market-
ing, leaving minority neighborhoods 
with limited choices and often con-
tributing to poor health outcomes.

Finally, education is yet another 
arena in which a variety of forces com-
bine to produce inequality in indirect 
ways. Long after official desegregation, 
U.S. public schools are actually more 
segregated today than they were in 
the 1960s. Schools reflect and reinforce 
unequal outcomes rooted in de facto 
residential segregation and economic 
inequality. Disparities between the 
educational opportunities enjoyed by 
whites and those open to minorities 
reduce the equalizing potential of 
education. 

a tool kit For reForm
These are the kinds of complex issues 
that Obama likely had in mind when, 
in the midst of public protests in Staten 
Island and Ferguson, he told an inter-
viewer that racial disparities in the United 
States amounted to a deeply ingrained 
“systemic problem,” not amenable to 
one-dimensional diagnoses or treatments. 
Proponents of racial equality should, of 
course, continue to root out prejudice and 
fight to strengthen antidiscrimination 
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Putting racial-equality stress tests 
into practice would take effort. The 
federal government could mandate 
stress tests for institutions within its 
jurisdiction, such as courts and prisons, 
and could encourage their use by offer-
ing block grants to states that pledged 
to conduct such tests on their own. 
State governments could take the same 
approach: mandating stress tests for 
institutions they directly regulate, such 
as school districts, and providing fund-
ing for voluntary testing at the local 
level. And of course, there is no reason 
to rely solely on government action; 
individual institutions could voluntarily 
administer stress tests to themselves.

None of this will be possible without 
the concerted support of citizens and 
advocacy groups. And even if govern-
ments and institutions decided to adopt 
such an approach, their efforts would need 
to be backed by rigorous research. Uni-
versities and think tanks can start paving 
the way, incubating ideas about racial-
equality stress tests, so that if and when 
their political moment arrives, policy-
makers won’t have to start from scratch. 

Disrupting the forces that reproduce 
racial inequality in American life will 
be a generational challenge; there are 
no quick fixes. The idea of large-scale 
stress-testing of institutions might seem 
unrealistic—but it is hardly any less 
realistic than simply hoping that in 
the absence of fresh thinking or new 
approaches, Americans will suddenly 
wake up one day to find that they live 
in a blissfully postracial country.∂

For example, a test applied to large 
employers might reveal whether their 
hiring practices treat white and black 
ex-felons unequally. Other candidates 
for stress tests would be school districts 
that practice so-called no-tolerance 
policies: punishing students through 
long-term suspensions or handing over 
the task of enforcing school discipline 
to the juvenile criminal justice system. 
Using the new assessment methods, 
policymakers could evaluate the extent 
to which these practices accelerate the 
path to future criminality and incarcera-
tion. Stress tests could also estimate 
the extent to which interventions such 
as restorative justice programs, which 
allow students to settle disputes through 
conflict-resolution techniques, could 
break the so-called school-to-prison 
pipeline in black communities.

Similarly, stress tests could be used 
to assess the adverse effects of distorted 
markets on African Americans—treating 
certain retail sectors, rather than indi-
vidual companies, as institutions. For 
instance, tests could estimate the health 
costs of living in a community satu-
rated with fast-food restaurants and the 
impact of potential policy interventions 
on reducing such vulnerabilities. This 
line of inquiry could help policymakers 
assess the likely effects of specific inter-
ventions, such as state or federal tax 
incentives that might encourage more 
grocery stores and restaurants that 
serve healthy food to open in specific 
neighborhoods. Alternatively, officials 
could consider regulations that would 
require a certain ratio of grocery stores 
to fast-food outlets within certain 
areas or zoning policies that would 
explicitly limit the concentration of 
fast-food chains. 
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Multiculturalism’s proponents, on the 
other hand, counter that the problem 
is not too much diversity but too 
much racism.

But the truth about multiculturalism 
is far more complex than either side 
will allow, and the debate about it has 
often devolved into sophistry. Multicul-
turalism has become a proxy for other 
social and political issues: immigration, 
identity, political disenchantment, 
working-class decline. Different coun-
tries, moreover, have followed distinct 
paths. The United Kingdom has sought 
to give various ethnic communities 
an equal stake in the political system. 
Germany has encouraged immigrants to 
pursue separate lives in lieu of granting 
them citizenship. And France has 
rejected multicultural policies in favor 
of assimilationist ones. The specific 
outcomes have also varied: in the United 
Kingdom, there has been communal 
violence; in Germany, Turkish commu-
nities have drifted further from main-
stream society; and in France, the 
relationship between the authorities and 
North African communities has become 
highly charged. But everywhere, the 
overarching consequences have been the 
same: fragmented societies, alienated 
minorities, and resentful citizenries.

As a political tool, multiculturalism 
has functioned as not merely a response 
to diversity but also a means of constrain-
ing it. And that insight reveals a paradox. 
Multicultural policies accept as a given 
that societies are diverse, yet they implic-
itly assume that such diversity ends at 
the edges of minority communities. They 
seek to institutionalize diversity by 
putting people into ethnic and cultural 
boxes—into a singular, homogeneous 
Muslim community, for example—and 

The Failure of 
Multiculturalism
Community Versus Society 
in Europe

Kenan Malik 

Thirty years ago, many Europe-
ans saw multiculturalism—the 
embrace of an inclusive, diverse 

society—as an answer to Europe’s social 
problems. Today, a growing number 
consider it to be a cause of them. That 
perception has led some mainstream 
politicians, including British Prime 
Minister David Cameron and German 
Chancellor Angela Merkel, to publicly 
denounce multiculturalism and speak 
out against its dangers. It has fueled the 
success of far-right parties and populist 
politicians across Europe, from the Party 
for Freedom in the Netherlands to the 
National Front in France. And in the most 
extreme cases, it has inspired obscene acts 
of violence, such as Anders Behring 
Breivik’s homicidal rampage on the 
Norwegian island of Utoya in July 2011.

How did this transformation come 
about? According to multiculturalism’s 
critics, Europe has allowed excessive 
immigration without demanding enough 
integration—a mismatch that has eroded 
social cohesion, undermined national 
identities, and degraded public trust. 
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defining their needs and rights accord-
ingly. Such policies, in other words, 
have helped create the very divisions 
they were meant to manage.

the diversitY mYth
Untangling the many strands of the 
multiculturalism debate requires under-
standing the concept itself. The term 
“multicultural” has come to define both 
a society that is particularly diverse, 
usually as a result of immigration, and 
the policies necessary to manage such a 
society. It thus embodies both a descrip-
tion of society and a prescription for 
dealing with it. Conflating the two—
perceived problem with supposed 
solution—has tightened the knot at the 
heart of the debate. Unpicking that knot 
requires a careful evaluation of each.

Both proponents and critics of 
multiculturalism broadly accept the 
premise that mass immigration has 
transformed European societies by 
making them more diverse. To a certain 
extent, this seems self-evidently true. 
Today, Germany is the world’s second 
most popular immigrant destination, 
after the United States. In 2013, more 
than ten million people, or just over 
12 percent of the population, were born 
abroad. In Austria, that figure was 
16 percent; in Sweden, 15 percent; and in 
France and the United Kingdom, around 
12 percent. From a historical perspective, 
however, the claim that these countries are 
more plural than ever is not as straight-
forward as it may seem. Nineteenth-
century European societies may look 
homogeneous from the vantage point 
of today, but that is not how those 
societies saw themselves then.

Consider France. In the years of the 
French Revolution, for instance, only 

half the population spoke French and 
only around 12 percent spoke it correctly. 
As the historian Eugen Weber showed, 
modernizing and unifying France in the 
revolution’s aftermath required a trau-
matic and lengthy process of cultural, 
educational, political, and economic 
self-colonization. That effort created 
the modern French state and gave birth 
to notions of French (and European) 
superiority over non-European cultures. 
But it also reinforced a sense of how 
socially and culturally disparate most of 
the population still was. In an address 
to the Medico-Psychological Society 
of Paris in 1857, the Christian socialist 
Philippe Buchez wondered how it could 
happen that “within a population such 
as ours, races may form—not merely one, 
but several races—so miserable, inferior 
and bastardised that they may be classed 
as below the most inferior savage races, 
for their inferiority is sometimes beyond 
cure.” The “races” that caused Buchez such 
anxiety were not immigrants from Africa 
or Asia but the rural poor in France.

In the Victorian era, many Britons, 
too, viewed the urban working class and 
the rural poor as the other. A vignette 
of working-class life in East London’s 
Bethnal Green, appearing in an 1864 
edition of The Saturday Review, a well-
read liberal magazine of the era, was 
typical of Victorian middle-class attitudes. 
“The Bethnal Green poor,” the story 
explained, were “a caste apart, a race of 
whom we know nothing, whose lives are 
of quite different complexion from ours, 
persons with whom we have no point of 
contact.” Much the same was true, the 
article suggested, of “the great mass of 
the agricultural poor.” Although the 
distinctions between slaves and masters 
were considered more “glaring” than 
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field, and the Internet bind them together, 
creating a set of experiences and cultural 
practices more common than any others 
in the past.

A similar historical amnesia plagues 
discussions surrounding immigration. 
Many critics of multiculturalism suggest 
that immigration to Europe today is 
unlike that seen in previous times. In 
his book Reflections on the Revolution in 
Europe, the journalist Christopher 
Caldwell suggests that prior to World 
War II, immigrants to European coun-
tries came almost exclusively from the 
continent and therefore assimilated 
easily. “Using the word immigration to 
describe intra-European movements,” 
Caldwell argues, “makes only slightly 
more sense than describing a New yorker 
as an ‘immigrant’ to California.” Accord-
ing to Caldwell, prewar immigration 
between European nations differed from 
postwar immigration from outside Europe 
because “immigration from neighboring 
countries does not provoke the most 
worrisome immigration questions, such as 
‘How well will they fit in?’ ‘Is assimilation 

those separating the moneyed and the 
poor, they offered “a very fair parallel”; 
indeed, the differences were so profound 
that they prevented “anything like 
association or companionship.”

Today, Bethnal Green represents the 
heart of the Bangladeshi community in 
East London. Many white Britons see 
its inhabitants as the new Bethnal Green 
poor, culturally and racially distinct from 
themselves. yet only those on the political 
fringes would compare the differences 
between white Britons and their Bangla-
deshi neighbors with those of masters and 
slaves. The social and cultural differences 
between a Victorian gentleman or factory 
owner, on the one hand, and a farm hand 
or a machinist, on the other, were in 
reality much greater than those between 
a white resident and a resident of Bangla-
deshi origin are today. However much 
they may view each other as different, a 
16-year-old of Bangladeshi origin living 
in Bethnal Green and a white 16-year-old 
probably wear the same clothes, listen 
to the same music, and follow the same 
soccer club. The shopping mall, the sports 
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Boxed in: public housing for asylum seekers in Berlin, January 2015
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distinctions in terms of differences 
not in skin color but in class or social 
standing. Most nineteenth-century 
thinkers were concerned not with the 
strangers who crossed their countries’ 
borders but with those who inhabited 
the dark spaces within them.

Over the past few decades, however, 
class has diminished in importance in 
Europe, both as a political category 
and as a marker of social identity. At 
the same time, culture has become an 
increasingly central medium through 
which people perceive social differences. 
The shift reflects broader trends. The 
ideological divides that characterized 
politics for much of the past 200 years 
have receded, and the old distinctions 
between left and right have become less 
meaningful. As the working classes have 
lost economic and political power, labor 
organizations and collectivistic ideologies 
have declined. The market, meanwhile, 
has expanded into almost every nook 
and cranny of social life. And institutions 
that traditionally brought disparate 
individuals together, from trade unions to 
the church, have faded from public life.

As a result, Europeans have begun to 
see themselves and their social affiliations 
in a different way. Increasingly, they 
define social solidarity not in political 
terms but rather in terms of ethnicity, 
culture, or faith. And they are concerned 
less with determining the kind of society 
they want to create than with defining 
the community to which they belong. 
These two matters are, of course, inti-
mately related, and any sense of social 
identity must take both into account. 
But as the ideological spectrum has 
narrowed and as the mechanisms for 
change have eroded, the politics of 
ideology have given way to the politics 

what they want?’ and, most of all, ‘Where 
are their true loyalties?’”

yet these very questions greeted 
European immigrants in the prewar 
years. As the scholar Max Silverman 
has written, the notion that France 
assimilated immigrants from elsewhere 
in Europe with ease before World 
War II is a “retrospective illusion.” And 
much the same is true of the United 
Kingdom. In 1903, witnesses to the 
Royal Commission on Alien Immigra-
tion expressed fears that newcomers to 
the United Kingdom would be inclined 
to live “according to their traditions, 
usages and customs.” There were also 
concerns, as the newspaper editor J. L. 
Silver put it, that “the debilitated sickly 
and vicious products of Europe” could 
be “grafted onto the English stock.” 
The country’s first immigration law, the 
1905 Aliens Act, was designed principally 
to stem the flow of European Jews. 
Without such a law, then Prime Minister 
Arthur Balfour argued at the time, British 
“nationality would not be the same and 
would not be the nationality we should 
desire to be our heirs through the ages 
yet to come.” The echoes of contempo-
rary anxieties are unmistakable.

race to the toP
Whether contemporary Europe really 
is more plural than it was in the nine-
teenth century remains subject to 
debate, but the fact that Europeans 
perceive it to be more diverse is un-
questionable. This owes in large part 
to changes in how people define social 
differences. A century and a half ago, 
class was a far more important frame 
for understanding social interactions. 
However difficult it is to conceive of 
now, many at the time saw racial 
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lands, of which they were often very 
proud. But they were rarely preoccu-
pied with preserving their cultural 
differences, nor did they generally 
consider culture to be a political issue. 
What troubled them was not a desire to 
be treated differently but the fact that 
they were treated differently. Racism 
and inequality, not religion and ethnic-
ity, constituted their key concerns. In 
the following decades, a new generation 
of black and Asian activists, forming 
groups such as the Asian youth Move-
ments and the Race Today Collective, 
acted on those grievances, organizing 
strikes and protests challenging work-
place discrimination, deportations, and 
police brutality. These efforts came to 
explosive climax in a series of riots that 
tore through the United Kingdom’s inner 
cities in the late 1970s and early 1980s.

At that point, British authorities 
recognized that unless minority commu-
nities were given a political stake in the 
system, tensions would continue to 
threaten urban stability. It was in this 
context that multicultural policies 
emerged. The state, at both the national 
and the local level, pioneered a new 
strategy of drawing black and Asian com-
munities into the mainstream political 
process by designating specific organiza-
tions or community leaders to represent 
their interests. At its heart, the approach 
redefined the concepts of racism and 
equality. Racism now meant not simply 
the denial of equal rights but also the 
denial of the right to be different. And 
equality no longer entailed possessing 
rights that transcended race, ethnicity, 
culture, and faith; it meant asserting 
different rights because of them.

Consider the case of Birmingham, the 
United Kingdom’s second most populous 

of identity. It is against this background 
that Europeans have come to view their 
homelands as particularly, even impossi-
bly, diverse—and have formulated ways 
of responding.

under mY umbrella
In describing contemporary European 
societies as exceptionally diverse, multi-
culturalism is clearly flawed. What, then, 
of multiculturalism’s prescription for 
managing that supposed diversity? Over 
the past three decades, many European 
nations have adopted multicultural 
policies, but they have done so in distinct 
ways. Comparing just two of these 
histories, that of the United Kingdom 
and that of Germany, and understanding 
what they have in common, reveals much 
about multiculturalism itself.

One of the most prevalent myths in 
European politics is that governments 
adopted multicultural policies because 
minorities wanted to assert their differ-
ences. Although questions about cultural 
assimilation have certainly engrossed 
political elites, they have not, until 
relatively recently, preoccupied immi-
grants themselves. When large numbers 
of immigrants from the Caribbean, India, 
and Pakistan arrived in the United 
Kingdom during the late 1940s and 
1950s to fill labor shortages, British 
officials feared that they might under-
mine the country’s sense of identity. 
As a government report warned in 1953, 
“A large coloured community as a notice-
able feature of our social life would 
weaken . . . the concept of England 
or Britain to which people of British 
stock throughout the Commonwealth 
are attached.”

The immigrants brought with them 
traditions and mores from their home-
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Race Action Partnership (now brap), a 
charitable organization working to 
reduce inequality, in 2005, is that they 
“have tended to emphasize ethnicity 
as a key to entitlement. It’s become 
accepted as good practice to allocate 
resources on ethnic or faith lines. So 
rather than thinking of meeting people’s 
needs or about distributing resources 
equitably, organizations are forced to 
think about the distribution of ethnicity.” 
The consequences were catastrophic. 
In October 2005, two decades after the 
original Handsworth riots, violence 
broke out in the neighboring area of 
Lozells. In 1985, Asian, black, and white 
demonstrators had taken to the streets 
together to protest poverty, unemploy-
ment, and police harassment. In 2005, 
the fighting was between blacks and 
Asians. The spark had been a rumor, 
never substantiated, that a group of 
Asian men had raped a Jamaican girl. 
The fighting lasted a full weekend.

Why did two communities that had 
fought side by side in 1985 fight against 
each other in 2005? The answer lies 
largely in Birmingham’s multicultural 
policies. As one academic study of 
Birmingham’s policies observed, “The 
model of engagement through Umbrella 
Groups tended to result in competition 
between bme [black and minority ethnic] 
communities for resources. Rather than 
prioritizing needs and cross-community 
working, the different Umbrella Groups 
generally attempted to maximize their 
own interests.”

The council’s policies, in other words, 
not only bound people more closely to 
particular identities but also led them to 
fear and resent other groups as com-
petitors for power and influence. An 
individual’s identity had to be affirmed as 

city. In 1985, the city’s Handsworth 
area was engulfed by riots sparked by  
a simmering resentment of poverty, 
joblessness, and, in particular, police 
harassment. Two people died and dozens 
were injured in the violence. In the 
aftermath of the unrest, the city council 
attempted to engage minorities by 
creating nine so-called umbrella groups—
organizations that were supposed to 
advocate for their members on matters 
of city policy. These committees de-
cided on the needs of each community, 
how and to whom resources should be 
disbursed, and how political power 
should be distributed. They effectively 
became surrogate voices for ethnically 
defined fiefdoms.

The city council had hoped to draw 
minorities into the democratic process, 
but the groups struggled to define their 
individual and collective mandates. Some 
of them, such as the African and Carib-
bean People’s Movement, represented 
an ethnic group, whereas others, such 
as the Council of Black-Led Churches, 
were also religious. Diversity among the 
groups was matched by diversity within 
them; not all the people supposedly 
represented by the Bangladeshi Islamic 
Projects Consultative Committee, for 
example, were equally devout. yet the 
city council’s plan effectively assigned 
every member of a minority to a discrete 
community, defined each group’s needs 
as a whole, and set the various organiza-
tions in competition with one another 
for city resources. And anyone who fell 
outside these defined communities was 
effectively excluded from the multicul-
tural process altogether.

The problem with Birmingham’s 
policies, observed Joy Warmington, 
director of what was then the Birmingham 
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treat them as outsiders and refuse 
them citizenship.

German citizenship was, until 
recently, based on the principle of jus 
sanguinis, by which one can acquire 
citizenship only if one’s parents were 
citizens. The principle excluded from 
citizenship not just first-generation 
immigrants but also their German-born 
children. In 1999, a new nationality 
law made it easier for immigrants to 
acquire citizenship. yet most Turks 
remain outsiders. Out of the three 
million people of Turkish origin in 
Germany today, only some 800,000 
have managed to acquire citizenship.

Instead of welcoming immigrants 
as equals, German politicians dealt with 
the so-called Turkish problem through 
a policy of multiculturalism. Beginning 
in the 1980s, the government encour-
aged Turkish immigrants to preserve 
their own culture, language, and life-
style. The policy did not represent a 
respect for diversity so much as a conve-
nient means of avoiding the issue of how 
to create a common, inclusive culture. 
And its main consequence was the 
emergence of parallel communities.

First-generation immigrants were 
broadly secular, and those who were 
religious were rarely hard-line in their 
beliefs and practices. Today, almost 
one-third of adult Turks in Germany 
regularly attend mosque, a higher rate 
than among other Turkish communi-
ties in western Europe and even in 
many parts of Turkey. Similarly, first-
generation Turkish women almost 
never wore headscarves; now many  
of their daughters do. Without any 
incentive to participate in the national 
community, many Turks don’t bother 
learning German.

distinctive from the identities of those 
from other groups: being Bangladeshi in 
Birmingham also meant being not Irish, 
not Sikh, and not African Caribbean. The 
consequence was the creation of what 
the economist Amartya Sen has termed 
“plural monoculturalism”—a policy 
driven by the myth that society is made 
up of distinct, uniform cultures that 
dance around one another. The result in 
Birmingham was to entrench divisions 
between black and Asian communities 
to such an extent that those divisions 
broke out into communal violence.

seParate and uneQual
Germany’s road to multiculturalism 
was different from the United Kingdom’s, 
although the starting point was the 
same. Like many countries in western 
Europe, Germany faced an immense 
labor shortage in the years following 
World War II and actively recruited 
foreign workers. Unlike in the United 
Kingdom, the new workers came not 
from former colonies but from the 
countries around the Mediterranean: 
first from Greece, Italy, and Spain, and 
then from Turkey. They also came not 
as immigrants, still less as potential 
citizens, but as so-called Gastarbeiter 
(guest workers), who were expected to 
return to their countries of origin 
when the German economy no longer 
required their services.

Over time, however, these guests, 
the vast majority of them Turks, went 
from being a temporary necessity to a 
permanent presence. This was partly 
because Germany continued to rely 
on their labor and partly because the 
immigrants, and more so their children, 
came to see Germany as their home. 
But the German state continued to 
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Europe thought of themselves as be-
longing to any such thing. That wasn’t 
because they were few in number. In 
France, Germany, and the United 
Kingdom, for example, there were 
already large and well-established South 
Asian, North African, and Turkish 
immigrant communities by the 1980s.

The first generation of North Afri-
can immigrants to France was broadly 
secular, as was the first generation of 
Turkish immigrants to Germany. By 
contrast, the first wave of South Asian 
immigrants to arrive in the United 
Kingdom after World War II was more 
religious. yet even they thought of 
themselves not as Muslims first but  
as Punjabis or Bengalis or Sylhetis. 
Although pious, they wore their faith 
lightly. Many men drank alcohol. Few 
women wore a hijab, let alone a burqa  
or a niqab (a full-faced veil). Most 
attended mosque only occasionally. 
Islam was not, in their eyes, an all-
encompassing philosophy. Their faith 
defined their relationship with God, 
not a sacrosanct public identity.

Members of the second generation 
of Britons with Muslim backgrounds 
were even less likely to identify with 
their religion. The same went for those 
whose parents were Hindu or Sikh. 
Religious organizations were barely 
visible within minority communities. 
The organizations that bound immi-
grants together were primarily secular 
and often political; in the United 
Kingdom, for example, such groups 
included the Asian youth Movements, 
which fought racism, and the Indian 
Workers’ Association, which focused 
on labor rights.

Only in the late 1980s did the question 
of cultural differences become important. 

At the same time that Germany’s 
multicultural policies have encouraged 
Turks to approach German society with 
indifference, they have led Germans to 
view Turkish culture with increasing 
antagonism. Popular notions of what it 
means to be German have come to be 
defined partly in opposition to the 
perceived values and beliefs of the 
excluded immigrant community. A 2011 
survey conducted by the French polling 
firm Ifop showed that 40 percent of 
Germans considered the presence of 
Islamic communities “a threat” to their 
national identity. Another poll, conducted 
by Germany’s Bielefeld University in 
2005, suggested that three out of four 
Germans believed that Muslim culture 
did not fit into the Western world. 
Anti-Muslim groups, such as Patriotic 
Europeans Against the Islamization of 
the West, or pegida, are on the rise, and 
anti-immigration protests held in cities 
across the country this past January were 
some of the largest in recent memory. 
Many German politicians, including 
Merkel, have taken a strong stance against 
the anti-Muslim movement. But the 
damage has already been done.

subcontracting PolicY
In both the United Kingdom and Ger-
many, governments failed to recognize 
the complexity, elasticity, and sheer 
contrariness of identity. Personal 
identities emerge out of relationships—
not merely personal ties but social 
ones, too—and constantly mutate.

Take Muslim identity. Today there 
is much talk in European countries of 
a so-called Muslim community—of its 
views, its needs, its aspirations. But the 
concept is entirely new. Until the late 
1980s, few Muslim immigrants to 
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liberal, and still others are communist 
or neofascist. And most whites would 
not see their interests as specifically 
“white.” A white Christian probably has 
more in common with a black Christian 
than with a white atheist; a white socialist 
would likely think more like a Bangladeshi 
socialist than like a white conservative; 
and so on. Muslims and Sikhs and African 
Caribbeans are no different; herein rests 
the fundamental flaw of multiculturalism.

assimilate now
France’s policy of assimilationism is 
generally regarded as the polar opposite 
of multiculturalism, which French 
politicians have proudly rejected. Unlike 
the rest of Europe, they insist, France 
treats every individual as a citizen rather 
than as a member of a particular racial, 
ethnic, or cultural group. In reality, 
however, France is as socially divided as 
Germany or the United Kingdom, and 
in a strikingly similar way.

Questions surrounding French social 
policy, and the country’s social divisions, 
came sharply into focus in Paris this 
past January, when Islamist gunmen 
shot 12 people dead at the offices of 
the satirical magazine Charlie Hebdo 
and four Jews in a kosher supermarket. 
French politicians had long held multi-
cultural policies responsible for nurtur-
ing homegrown jihadists in the United 
Kingdom. Now they had to answer for 
why such terrorists had been nurtured 
in assimilationist France, too.

It is often claimed that there are 
some five million Muslims in France—
supposedly the largest Muslim commu-
nity in western Europe. In fact, those 
of North African origin in France, who 
have been lumped into this group, have 
never constituted a single community, 

A generation that, ironically, is far more 
integrated and westernized than the first 
turned out to be the more insistent on 
maintaining its alleged distinctiveness. 
The reasons for this shift are complex. 
Partly they lie in a tangled web of larger 
social, political, and economic changes 
over the past half century, such as the 
collapse of the left and the rise of identity 
politics. Partly they lie in international 
developments, such as the Iranian 
Revolution of 1979 and the Bosnian war 
of the early 1990s, both of which played 
an important role in fostering a more 
heightened sense of Muslim identity in 
Europe. And partly they lie in European 
multicultural policies.

Group identities are not natural 
categories; they arise out of social 
interaction. But as cultural categories 
received official sanction, certain identi-
ties came to seem fixed. In channeling 
financial resources and political power 
through ethnically based organizations, 
governments provided a form of authen-
ticity to certain ethnic identities and 
denied it to others.

Multicultural policies seek to build a 
bridge between the state and minority 
communities by looking to particular 
community organizations and leaders 
to act as intermediaries. Rather than 
appeal to Muslims and other minorities 
as citizens, politicians tend to assume 
minorities’ true loyalty is to their faith 
or ethnic community. In effect, govern-
ments subcontract their political respon-
sibilities out to minority leaders.

Such leaders are, however, rarely 
representative of their communities. 
That shouldn’t be a surprise: no single 
group or set of leaders could represent 
a single white community. Some white 
Europeans are conservative, many are 
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generally tolerating cultural and religious 
differences at a time when few within 
minority communities expressed their 
identities in cultural or religious terms. 
French President François Mitterrand 
even coined the slogan le droit à la différence 
(the right to difference). As tensions 
within North African communities 
became more open and as the National 
Front emerged as a political force, Paris 
abandoned that approach for a more 
hard-line position. The riots in 2005, 
and the disaffection they expressed, 
were presented less as a response to 
racism than as an expression of Islam’s 
growing threat to France. In principle, 
the French authorities rejected the 
multicultural approach of the United 
Kingdom. In practice, however, they 
treated North African immigrants and 
their descendents in a “multicultural” 
way—as a single community, primarily 
a Muslim one. Concerns about Islam 
came to reflect larger anxieties about 
the crisis of values and identity that 
now beset France.

A much-discussed 2013 poll con-
ducted by the French research group 
Ipsos and the Centre de Recherches 
Politiques, or cevipof, at the Institut 
d’Études Politiques de Paris (known 
as Sciences Po) found that 50 percent 
of the French population believed that 
the economic and cultural “decline” of 
their country was “inevitable.” Fewer 
than one-third thought that French 
democracy worked well, and 62 per-
cent considered “most” politicians to  
be “corrupt.” The pollsters’ report 
described a fractured France, divided 
along tribal lines, alienated from 
mainstream politics, distrustful of 
national leaders, and resentful of 
Muslims. The main sentiment driving 

still less a religious one. Immigrants 
from North Africa have been broadly 
secular and indeed often hostile to 
religion. A 2006 report by the Pew 
Research Center showed that 42 per-
cent of Muslims in France identified 
themselves as French citizens first—
more than in Germany, Spain, or the 
United Kingdom. A growing number 
have, in recent years, become at-
tracted to Islam. But even today, 
according to a 2011 study by Ifop,  
only 40 percent identify themselves  
as observant Muslims, and only  
25 percent attend Friday prayers.

Those of North African origin in 
France are also often described as 
immigrants. In fact, the majority are 
second-generation French citizens, 
born in France and as French as any 
voter for the National Front. The use 
of the terms “Muslim” and “immi-
grant” as labels for French citizens of 
North African origin is not, however, 
accidental. It is part of the process 
whereby the state casts such citizens as 
the other—as not really part of the 
French nation.

As in the United Kingdom, in France, 
the first generation of post–World War II 
immigrants faced considerable racism, 
and the second generation was far less 
willing to accept social discrimination, 
unemployment, and police brutality. 
They organized, largely through secular 
organizations, and took to the streets, 
often in violent protest. The riots that 
swept through French cities in the fall 
of 2005 exposed the fractures in French 
society as clearly as had those that en-
gulfed British cities two decades earlier.

During the 1970s and early 1980s, 
the French authorities took a relatively 
laid-back stance on multiculturalism, 
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“feel excluded.” The peripheral France 
has emerged mainly as a result of 
economic and political developments. 
But like many parts of the country’s 
North African communities, it has come 
to see its marginalization through the 
lens of cultural and ethnic identity. 
According to the 2013 Ipsos-cevipof 
poll, seven out of ten people thought 
there were “too many foreigners in 
France,” and 74 percent considered 
Islam to be incompatible with French 
society. Presenting Islam as a threat  
to French values has not only strength-
ened culture’s political role but also 
sharpened popular disenchantment 
with mainstream politics.

In the past, disaffection, whether 
within North African or white working-
class communities, would have led to 
direct political action. Today, however, 
both groups are expressing their griev-
ances through identity politics. In their 
own ways, racist populism and radical 
Islamism are each expressions of a similar 
kind of social disengagement in an era 
of identity politics.

another waY
Multiculturalism and assimilationism 
are different policy responses to the 
same problem: the fracturing of society. 
And yet both have had the effect of 
making things worse. It’s time, then, 
to move beyond the increasingly sterile 
debate between the two approaches. 
And that requires making three kinds  
of distinctions.

First, Europe should separate diversity 
as a lived experience from multicul-
turalism as a political process. The 
experience of living in a society made 
diverse by mass immigration should be 
welcomed. Attempts to institutionalize 

French society, the report concluded, 
was “fear.”

In the United Kingdom, multicultural 
policies were at once an acknowledgment 
of a more fractured society and the 
source of one. In France, assimilationist 
policies have, paradoxically, had the 
same result. Faced with a distrustful 
and disengaged public, politicians have 
attempted to reassert a common French 
identity. But unable to define clearly 
the ideas and values that characterize 
the country, they have done so primarily 
by sowing hostility toward symbols of 
alienness—by banning the burqa, for 
example, in 2010.

Instead of accepting North Africans 
as full citizens, French policy has tended 
to ignore the racism and discrimination 
they have faced. Many in France view 
its citizens of North African origin not 
as French but as Arab or Muslim. But 
second-generation North Africans are 
often as estranged from their parents’ 
culture and mores—and from main-
stream Islam—as they are from wider 
French society. They are caught not 
between two cultures, as it is often 
claimed, but without one. As a conse-
quence, some of them have turned to 
Islamism, and a few have expressed their 
inchoate rage through jihadist violence.

At the same time, French assimila-
tionist policies have exacerbated the 
sense of disengagement felt by tradi-
tional working-class communities. The 
social geographer Christophe Guilluy 
has coined the phrase “the peripheral 
France” to describe those people “pushed 
out by the deindustrialization and gentri-
fication of the urban centers,” who “live 
away from the economic and decision-
making centers, in a state of social non-
integration,” and have thus come to 
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assimilationist ones that distance 
minorities from the mainstream.

Moving forward, Europe must 
rediscover a progressive sense of universal 
values, something that the continent’s 
liberals have largely abandoned, albeit 
in different ways. On the one hand, 
there is a section of the left that has 
combined relativism and multicultural-
ism, arguing that the very notion of 
universal values is in some sense racist. 
On the other, there are those, exempli-
fied by such French assimilationists as 
the philosopher Bernard-Henri Lévy, 
who insist on upholding traditional 
Enlightenment values but who do so 
in a tribal fashion that presumes a 
clash of civilizations.

There has also been a guiding 
assumption throughout Europe that 
immigration and integration must be 
managed through state policies and 
institutions. yet real integration, whether 
of immigrants or of indigenous groups, 
is rarely brought about by the actions 
of the state; it is shaped primarily by 
civil society, by the individual bonds 
that people form with one another, and 
by the organizations they establish to 
further their shared political and social 
interests. It is the erosion of such bonds 
and institutions that has proved so 
problematic—that links assimilationist 
policy failures to multicultural ones and 
that explains why social disengagement 
is a feature not simply of immigrant 
communities but of the wider society, 
too. To repair the damage that disen-
gagement has done, and to revive a 
progressive universalism, Europe 
needs not so much new state policies 
as a renewal of civil society.∂

such diversity through the formal 
recognition of cultural differences 
should be resisted.

Second, Europe should distinguish 
colorblindness from blindness to 
racism. The assimilationist resolve to 
treat everyone equally as citizens, 
rather than as bearers of specific racial 
or cultural histories, is valuable. But 
that does not mean that the state should 
ignore discrimination against particular 
groups. Citizenship has no meaning if 
different classes of citizens are treated 
differently, whether because of multi-
cultural policies or because of racism.

Finally, Europe should differentiate 
between peoples and values. Multicul-
turalists argue that societal diversity 
erodes the possibility of common values. 
Similarly, assimilationists suggest that 
such values are possible only within a 
more culturally—and, for some, 
ethnically—homogeneous society. Both 
regard minority communities as homo-
geneous wholes, attached to a particu-
lar set of cultural traits, faiths, beliefs, 
and values, rather than as constituent 
parts of a modern democracy.

The real debate should be not 
between multiculturalism and assimila-
tionism but between two forms of the 
former and two forms of the latter. An 
ideal policy would marry multicultur-
alism’s embrace of actual diversity, 
rather than its tendency to institution-
alize differences, and assimilationism’s 
resolve to treat everyone as citizens, 
rather than its tendency to construct a 
national identity by characterizing 
certain groups as alien to the nation. 
In practice, European countries have 
done the opposite. They have enacted 
either multicultural policies that place 
communities in constricting boxes or 
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Humala, an indigenous Peruvian, 
became Peru’s president in 2011.

Such a shift would have been unthink-
able 50 years ago. Although Latin Amer-
ica boasts a rich and diverse citizenry—
a legacy of powerful indigenous empires, 
colonialism, the African slave trade, and 
contemporary immigration—questions 
about ethnic difference were long sup-
pressed. As part of the nation-building 
projects they undertook after winning 
independence, Latin American govern-
ments constructed twin myths of national 
unity and ethnic homogeneity, actively 
promoting racial mixing and erasing 
ethnic distinctions from official docu-
ments and from the national discourse. 
Meanwhile, the blurring of ethnic lines, 
sanctioned by governments, contributed to 
fluid understandings of race and identity. 
Whereas in the United States, anyone 
with mixed black and white heritage 
was historically considered black, Latin 
American societies developed various 
categories of racial identity based on 
skin color and cultural practices. A 
person might even identify as more 
than one ethnicity over the course of  
a single day—indigenous at home and 
mixed race at school, for example.

In stark contrast to the promise of 
ethnic inclusion, however, indigenous 
groups and people of African descent 
remained economically disadvantaged 
and politically marginalized well into 
the twentieth century. (Even today, black 
and indigenous populations lag behind 
their white counterparts by a variety of 
indicators, including rates of poverty 
and maternal and child mortality.) But 
partly because race and ethnicity had 
become so fluid, there was little tradition 
of identity politics in Latin American 
countries, and black and indigenous 

Does Race Matter 
in Latin America?
How Racial and  
Ethnic Identities Shape  
the Region’s Politics

Deborah J. Yashar 

In 1992, the Nobel Committee 
awarded its Peace Prize to Rigoberta 
Menchú Tum, the daughter of poor 

Guatemalan peasants, for her work 
promoting indigenous rights. Her prize, 
momentous in its own right, highlighted 
a sea change in Latin American politics. 
Throughout the 1980s and early 1990s, 
prominent indigenous movements had 
emerged in countries such as Bolivia, 
Ecuador, Guatemala, and Mexico. As 
a result, Latin American countries under-
took unprecedented reforms to address 
ethnic diversity: politicians amended 
national constitutions to recognize indig-
enous people, passed laws supporting 
bicultural education and affirmative 
action, and added questions about race 
and ethnicity to official censuses. Today, 
indigenous people not only are actively 
involved in politics but also have risen 
to leadership positions. Evo Morales, an 
indigenous Bolivian, has served as his 
country’s president since 2006. Ollanta 
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communities found it difficult to mobilize 
as a group in order to demand reforms. 
In addition, by midcentury, governments 
were papering over ethnic diversity by 
focusing instead on class divisions, shoring 
up support among the working class and 
the peasantry. Leaders and officials even 
began to replace the term “Indian” (used 
to refer to indigenous people) with the 
word “peasant.” yet economic programs 
designed to assist the lower classes unin-
tentionally strengthened many rural 
indigenous communities. And when 
these populist programs ultimately gave 
way to the free market, cutting off state 
support to those communities, indig-
enous groups mobilized for change.

the mYth oF unitY
Latin America’s emphasis on national 
unity grew out of a colonial era charac-
terized by sharp racial and ethnic 
tension. Of the 11 million to 12 million 
slaves shipped between the 1520s and the 
1860s from Africa to the Americas across 
the so-called Middle Passage, more than 
90 percent of those who survived the 
voyage ended up in Latin America and 
the Caribbean. An estimated 40 percent 
went to Brazil alone. Indigenous popula-
tions also suffered from colonialism’s 
brutal side: colonizers inducted indig-
enous people into involuntary servitude, 
forced them to live in the hinterlands, 
or simply killed them off. In addition, 
smallpox, measles, and other Eurasian 
diseases ravaged indigenous populations.

The independence movements of the 
early nineteenth century, however, were 
generally led not by the colonized but 
by many of the colonizers. Independence 
leaders such as Simón Bolívar had the 
difficult task of differentiating their 
regimes from those of their European 

predecessors. By and large, they chose to 
emphasize unity, sidestepping racial and 
ethnic differences in favor of projecting 
a singular national identity. In empha-
sizing racial and ethnic inclusion, Latin 
American countries set themselves 
apart from their northern neighbor, 
the postindependence United States, 
which had codified racial inequality  
in its constitution.

For Latin American politicians, this 
difference became a point of pride. After 
independence, the United States took 
almost a century to abolish slavery, and it 
did so only then after a violent civil war. 
Latin American countries, meanwhile, 
began abolishing slavery far earlier. And 
whereas in the United States any mixing 
of the races was considered taboo, Latin 
American leaders promoted racial mixing 
as a means to “whiten” the population. 
In a mirror image of racist beliefs in the 
Northern Hemisphere—which held that 
people of mixed race represented a genetic 
step backward—the pseudoscientific 
racism of Latin America assumed that 
“stronger” white genes would have 
more influence on individuals and thus 
considered people of mixed race a sign 
of progress toward greater “whiteness” 
in society. 

By the twentieth century, that 
particular rationale for racial mixing 
had faded in importance, but many 
Latin American politicians nonetheless 
held up mixed-race citizens as a national 
ideal. In 1925, the Mexican writer and 
philosopher José Vasconcelos coined the 
term “the cosmic race” to glorify Mexico’s 
history of interracial mixing. Venezuelans, 
meanwhile, sometimes referred to them-
selves as café con leche, or “coffee with 
milk,” celebrating the intermingling of 
Africans, Europeans, and indigenous 
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community, for example, but identify 
as mestizo if they move to the city and 
change the way they speak and dress. 
Politicians have cited such fluidity as 
more evidence of the region’s superiority 
to countries such as the United States, 
where racial and ethnic identities are 
considered more rigid. Unlike their 
neighbors, the argument goes, Latin 
Americans are not constrained by the race 
or ethnicity into which they are born.

If Latin American national myths 
are to be believed, the region’s attitudes 
toward race and ethnicity have created 
societies free from racial and ethnic 
discrimination and inequality. As the 
Ecuadorean general Guillermo Rodríguez 
Lara put it after assuming power in 1972, 
“There is no more Indian problem. We 
all become white men when we accept the 
goals of the national culture.” Likewise, 
in Brazil, twentieth-century scholars 
popularized the Brazilian sociologist 

groups that had produced a large popula-
tion of mixed heritage. Of course, these 
sorts of national myths varied in strength 
across the region. They were particularly 
powerful in Brazil and Mexico but weaker 
in Argentina, Chile, Costa Rica, and 
Uruguay, all of which had smaller black 
and indigenous populations.

As mixed races became more com-
mon, various racial categories emerged 
to describe them, including mestizo, for 
people with primarily indigenous and 
European heritage; zambo, for those with 
mostly African and indigenous roots; 
and mulatto, for people with African and 
European ancestors. Given this complex-
ity, physical features and cultural practices, 
rather than biological lineage, began to 
play a key role in determining identities. 
In practice, this development has meant 
that indigenous people can and sometimes 
do change identities within their lifetimes. 
They may be born into an indigenous 
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Day of the Indian: demonstrating for indigenous rights in Brasília, October 2013 
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their darker counterparts. Rather than 
fight for indigenous rights, for example, 
it was preferable for many to blend in 
as mestizos, especially because mestizos 
were afforded a higher social status as 
exemplars of the national ideal.

For another, by the mid-twentieth 
century, Latin American politicians 
were focused almost exclusively on class-
based reforms, leaving racial and ethnic 
concerns to fall by the wayside. Against 
the backdrop of the Russian and Mexi-
can Revolutions—and, later, of the Cold 
War—politicians and activists began 
organizing to address class conflict, the 
salient political issue of the day. As the 
working class and the peasantry started 
to mobilize, political parties and gov-
ernments began implementing populist, 
or corporatist, programs: expanding 
the role of labor unions, increasing the 
representation of the working class in 
state ministries and elected bodies, 
extending social benefits to the poor, 
and enacting land reforms.

Notably, however, the new populist 
regimes made no mention of Latin 
America’s racial and ethnic diversity. 
In Peru, General Juan Velasco Alvarado, 
who ruled the country from 1968 to 1975, 
went so far as to ban the term “Indian” 
from official discourse. In 1969, he even 
changed the Day of the Indian, a national 
holiday, to the Day of the Peasant. To 
qualify for state benefits, members of 
indigenous communities were forced 
to de-emphasize their ethnic identities in 
favor of class-based ones. In many coun-
tries, particularly in Bolivia, Ecuador, 
Guatemala, Mexico, and Peru, indig-
enous people officially registered as 
“peasants” to gain access to communal 
land and agricultural subsidies. For many, 
identifying as peasants became the most 

Gilberto Freyre’s notion of “racial 
democracy,” the belief that Brazil, by 
virtue of its fluid racial categories and 
support for racial mixing, had escaped 
racism. Such notions have led many to 
believe that Latin American countries 
have solved the racial problems that afflict 
countries such as the United States.

daY oF the Peasant
In reality, however, they have not. 
National myths notwithstanding, Latin 
America’s black and indigenous popu-
lations continue to be systemically 
disadvantaged almost 200 years after 
independence. Although fluid concep-
tions of identity make such data difficult 
to collect, scholars estimate that indig-
enous groups account for roughly 50 
million of Latin America’s 600 million 
people, with people of African descent 
accounting for some 120 million. Both 
groups have suffered persistent inequality 
across a variety of metrics. According 
to the un Development Program’s 2014 
Human Development Report, Latin Ameri-
can indigenous workers make half as 
much, on average, as their nonindig-
enous counterparts. Moreover, as the 
un Development Program’s 2010 Regional 
Human Development Report for Latin 
America and the Caribbean found, the 
proportion of black and indigenous 
groups living on less than $1 a day at 
the turn of this century had reached as 
high as 61 percent in Ecuador, 41 percent 
in Mexico, and 37 percent in Bolivia.

Despite such stark inequality, black 
and indigenous populations have not, 
until recently, mobilized along racial 
and ethnic lines for reform. For one 
thing, the idealization of mixed blood 
might have made minorities with 
lighter skin less willing to ally with 
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contributed to the spread of ayllus, local 
indigenous governments, across the 
Andean countryside. In these spaces, 
indigenous groups were able to subvert 
corporatist regimes, mobilizing as peas-
ants and, at the same time, developing 
and sustaining ethnic communities 
and identities.

“we want to be Free”
The introduction of corporatist regimes 
unintentionally bolstered indigenous 
communities, but it was ultimately the 
erosion of corporatism—undertaken 
during authoritarian and democratic 
regimes—that provided the catalyst for 
an indigenous movement. In the 1980s 
and 1990s, what remained of corporatist 
regimes was replaced by neoliberal ones, 
which promoted free markets, cut state 
welfare, and emasculated labor and 
peasant unions. By the early 1990s, 
Latin American governments had cut 
the federal budgets for social services, 
agricultural ministries, and economic 
programs such as the provision of agri-
cultural subsidies. As a result, real wages 
in the agricultural sector steadily declined 
throughout the region, dropping by some 
30 percent by 1992. By the mid-1990s, 
proposals to privatize land markets had 
passed in Bolivia, Ecuador, and Mexico, 
allowing for the sale and parceling out of 
communal lands that had been indivisible 
during the corporatist era. Liberalizing 
states also made clear that they would 
not maintain or reestablish special 
property rights or subsidies for peasants.

Indigenous communities, as a result, 
lost their best line of access to the state, 
social welfare, and land security. The 
threat of losing communal lands and 
agricultural resources was particularly 
damaging, as it deprived communities 

productive way to interact with—and be 
recognized by—the state. In Ecuador, for 
example, the land reforms of 1964 and 
1973 effectively made access to land 
contingent on membership in organized 
peasant communities. Similar laws passed 
in Mexico in the 1930s and Bolivia in the 
1950s. By the 1970s, the number of 
registered peasant communities had 
predictably skyrocketed. By turning 
“Indians” into “peasants,” at least in 
official parlance, governments assumed 
that they had once again stripped ethnicity 
of its political salience.

But in seeking to downplay ethnic 
identities, corporatist regimes unwit-
tingly strengthened them, sowing the 
seeds for the indigenous rights move-
ment of the late twentieth century. As 
governments focused on strengthening 
labor unions and expanding welfare, 
their reforms had the unintentional 
effect of bolstering indigenous commu-
nities. Labor laws, for example, freed 
indigenous people from debt peonage 
and other repressive labor systems, 
affording them an unprecedented degree 
of freedom. Land reforms and welfare 
programs, meanwhile, granted indigenous 
communities—officially identified as 
peasants—communal land titles and the 
means to secure a basic standard of living.

The distribution of communal lands to 
peasant communities was particularly 
important, as it provided indigenous 
people with the physical space not only 
for farming but also for the maintenance 
of local governance and indigenous culture. 
In Mexico, for example, land reforms 
provided peasants—many of whom 
made up indigenous communities—with 
ejidos, communal lands that could not be 
divided or sold. In Bolivia, the distribu-
tion of land to peasant communities 
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Ecuador, Guatemala, and Mexico, 
garnering unprecedented national and 
international attention. By and large, 
the protesters had similar demands: 
that federal constitutions officially 
acknowledge the region’s ethnic diver-
sity and guarantee equal rights for all 
citizens; that governments recognize 
indigenous groups in their own right, 
not simply as peasants; and that policy-
makers pass laws advancing indigenous 
rights, for example, by recognizing 
communal lands and allowing indig-
enous authorities to regulate social 
practices within their communities. 
Galvanized by this action, international 
agencies such as the International Labor 
Organization and the United Nations 
threw their weight behind the interna-
tional campaign for indigenous rights. 
These movements compelled countries 
to reexamine myths of national unity 
and come to terms with the deep inequali-
ties affecting the region’s sizable black 
and indigenous populations.

The movements also provided the 
basis for a new wave of electoral politics—
one in which political parties sought to 
capture “new” ethnic voters and indig-
enous leaders themselves began seeking 
office. Largely as a result, governments 
have advanced many of the protesters’ 
demands. Today, many Latin American 
countries have reformed their constitu-
tions to explicitly recognize the ethnic 
diversity of their populations—and, in 
many cases, to include legal protections 
for minority groups. Several countries 
have also sanctioned customary law, 
recognized communal property rights, 
and allowed indigenous communities 
some degree of political autonomy.

If indigenous groups have formally 
achieved many of their aims, Latin 

of not just a productive resource but 
also a physically secure legal space in 
which their own forms of governance 
and culture could thrive. As indigenous 
people still did not have an equal voice 
in politics, voting alone could not address 
the long-standing pattern of inequality 
these groups had suffered at the hands 
of the state. Seeing few other options 
available to them, indigenous groups 
began to protest, mobilizing this time 
along ethnic lines. Prescient indigenous 
activists began speaking out in the 1970s 
and early 1980s, shaping the agendas of 
the indigenous movements that would 
take off following the neoliberal reforms. 
As Bolivian indigenous leaders wrote in 
their 1983 Political Manifesto: 

We, the current leaders, refuse to 
accept and will never accept class 
reductionist ideas which transform us 
to the status of mere ‘peasants.’ . . . 
We want to be free in a society where 
exploitation and organized oppression 
do not exist, in a state, which, recog-
nizing all national groups, develops 
our different cultures and authentic 
forms of self-government.

Indigenous groups also began to 
mobilize in the Amazon, which had 
remained beyond state control during 
the corporatist era. State projects to 
develop the Amazon accelerated in  
the 1980s, with development agencies 
encouraging the expansion of cattle 
ranching, logging operations, and oil 
exploration. These initiatives challenged 
indigenous communities in the Amazon 
that had for decades sustained political 
and economic control over vast swaths of 
the region—and spurred them to action.

By the 1990s, the protest movement 
had grown particularly strong in Bolivia, 
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coincided with widespread public support 
for democracy as a form of government. 
Although heated debates have surfaced 
over the best way to redress racial and 
ethnic inequalities—some Brazilians say 
that affirmative action will solidify social 
divisions rather than remedy them, for 
example—these conversations have, for 
the most part, been civil and democratic. 
Racial and ethnic concerns have simply 
become one more political agenda among 
many, including charting sustainable 
economic development, reducing poverty 
rates, and increasing public safety amid 
skyrocketing homicide rates and a 
booming illicit economy.

But the introduction of racial and 
ethnic politics alone is not enough to 
eliminate racial and ethnic inequality. 
Racial and ethnic communities in Latin 
America remain the most disadvantaged 
in a region that ranks among the most 
unequal in the world. Redressing such 
inequality will have to be a long-term 
political project—and, thanks to recent 
reforms, the relevant political infrastruc-
ture is already in place. Much remains 
to be done, including crafting targeted 
programs to rectify persistent inequality 
in wages, health, and education. Such 
reforms will require governments to 
partner with ethnic communities to 
identify core needs and shore up local 
support. Although the correct mix of 
policies remains open to debate, the 
need for them is incontrovertible.∂

Americans of African descent have 
lagged behind in terms of political 
mobilization. Although Brazil did see 
significant race-based organizing in the 
1930s and again in the 1970s, a larger 
movement never quite took off. Some 
scholars say that racial fluidity—alongside 
larger debates about what it means to 
be black—has hindered mobilization 
efforts by obscuring collective identity 
and dividing political loyalties. Others 
argue that indigenous groups, with 
their historical claims to land and inter-
national backing, were able to find a 
narrative that appeals more easily to 
the broader public. Still, in recent years, 
some countries have passed affirmative 
action policies aimed at reversing racial 
inequality. In 2012, for example, Brazil’s 
president, Dilma Rousseff, signed a 
comprehensive affirmative action law 
requiring public universities to increase 
the number of students of African de-
scent. The consequences of such policies 
remain to be seen, but they have at the 
very least opened up a national debate 
about what it means to be Brazilian and 
black—no small feat in the world’s most 
famous “racial democracy.”

a long waY to go
Today, Latin America’s diversity 
cannot be ignored. Citizens of indig-
enous and African descent are visibly 
active in party politics, state ministries, 
and popular protests. Notably, Latin 
America’s increased attention to race 
and ethnicity has not produced deep 
and enduring conflict, as it has in other 
developing regions. Despite the mass 
mobilization of indigenous groups, the 
region has not seen violent riots or 
ethnic civil wars. In fact, the introduc-
tion of racial and ethnic politics has 
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actually slightly higher than it was in 
1994. The unemployment rate hovers 
around 25 percent. South Africa’s Gini 
coefficient—a measure of economic 
inequality in which zero represents 
absolute equality and one represents 
absolute inequality—is 0.63, making  
it one of the most unequal countries  
in the world. And the country contin-
ues to struggle with high levels of 
violent crime. 

Even in a more homogeneous coun-
try without a very recent history of 
racial oppression, such factors would 
create significant pressure on demo-
cratic governance. Heterogeneous 
countries such as South Africa face a 
tougher road in building a democratic 
state, since racial and ethnic diversity 
can make it harder to foster social cohe-
sion. And South Africa is extremely 
heterogeneous: the country has 11 official 
languages and four major racial groups, 
each of which contains ethnic and 
linguistic subgroups. 

The future of South Africa’s multiracial 
democracy depends heavily on minimiz-
ing animosity and hostility among these 
groups. Lurking behind the country’s 
pressing day-to-day problems is a basic 
question: Can South Africans of differ-
ent races continue to get along?

It’s impossible to forecast a specific 
trajectory for South African race rela-
tions with much certainty. It is, however, 
possible to get some sense of the present 
state of affairs and to speculate on the 
future direction of relations thanks to the 
South African Reconciliation Barometer, 
a unique and rigorous annual survey 
conducted by the Institute for Justice 
and Reconciliation (ijr), a nongovern-
mental organization based in Cape Town. 
By taking a close look at data from the 

Apartheid’s Long 
Shadow
How Racial Divides Distort 
South Africa’s Democracy

James L. Gibson

Last April, South Africa celebrated 
the 20th anniversary of its first 
democratic elections, which 

brought to power the African National 
Congress (anc) and its leader, Nelson 
Mandela, who had led the antiapartheid 
movement for decades. Many had long 
believed that civil war was the only way 
that the apartheid state would fall, and 
South Africa’s mostly peaceful transition 
from a racist authoritarian state to a 
multiracial democracy stands as one of 
the most surprising political develop-
ments of the twentieth century. The 
shift has not been without its problems, 
but few would contest South Africa’s 
credentials as a democracy—perhaps 
the most democratic state in Africa. 

Still, democracy is no guarantor of 
stability or prosperity. And for all its 
political progress, South Africa faces a 
daunting array of social and economic 
challenges, many rooted in inequalities 
that neither democratization nor eco-
nomic growth has managed to reduce. 
Around 47 percent of South Africans 
live in poverty, a proportion that is 
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most recent survey, which was conducted 
in 2013, it’s possible to arrive at some 
cautiously optimistic conclusions. 

Considerable racial prejudice persists 
in the country, which has made it more 
difficult to form truly multiracial politi-
cal coalitions. At the same time, however, 
race relations seem to be improving in 
the eyes of the South African people. 
Interracial contact, although still rela-
tively rare, is becoming more frequent, 
and at least for white South Africans, 
greater contact with members of other 
groups seems to reduce racial prejudice. 
And with the emergence of a sizable 
black middle class, economic issues 
that cut across racial lines have become 
more central: in some instances, class 
is beginning to challenge race as the 
primary prism through which South 
Africans view politics. South Africa is 
hardly a “rainbow nation,” the term that 
the antiapartheid activist Archbishop 
Desmond Tutu coined in 1994 to describe 
his vision of a postapartheid society 
that would embrace and celebrate its 
own diversity. But the country is on a 
path to becoming a society that would 
have been virtually unimaginable 20 
years ago.

who’s who
It is common in South Africa to divide 
the population into four racial categories. 
The largest group by far, representing 
close to 80 percent of the population, 
is made up of the descendants of the 
original inhabitants of the area—the 
Africans whom European colonists 
referred to by different names over 
time, including “native,” “Bantu,” and 
“black.” The black population is not 
homogeneous; it contains a number of 
ethnic and linguistic subgroups, such 

as the Xhosas, the Zulus, and the 
Tswanas. Apartheid eliminated such 
distinctions by grouping all blacks 
together and, in essence, expelling them 
from South Africa, forcing them to live 
in so-called Bantustans, deprived of all 
meaningful political and civil rights and 
yet subject to the repression of state 
security forces.

The second group, representing 
around nine percent of the population, 
is composed of the descendants of 
the Dutch, English, French, German, 
Jewish, and other European settlers 
who began to colonize the area in the 
early nineteenth century. These whites 
are also divided by language and by a 
long history of hostility and warfare, 
with the primary division being be-
tween Afrikaans speakers and English 
speakers. Under apartheid, however, no 
distinctions were made among whites: 
all enjoyed the rights and privileges of 
belonging to the favored racial group.

A third group, of about the same size 
as the white minority, is referred to as 
“Coloured,” a term that applies to an 
extremely diverse group of people whose 
mixed heritage attests to decades of 
intimate contact among three different 
peoples: Europeans, certain groups of 
black Africans, and slaves brought to 
the area by European colonists from 
Madagascar and Southeast Asia, espe-
cially the Indonesian archipelago. Co-
loured people primarily speak Afrikaans, 
although many also speak English. Under 
apartheid, Coloured people were consid-
ered second-class citizens yet were spared 
the worst of the system’s deprivations 
and were afforded some political rights: 
constitutional reforms in 1983 created a 
separate chamber in the South African 
Parliament for Coloured people.
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assembled a large and representative 
sample and employed an expert team 
of pollsters to produce a wealth of 
information about how South Africa’s 
different groups view one another and 
how they understand the lingering 
effects of apartheid. 

The ijr’s Reconciliation Barometer 
survey produces one of its most revealing 
responses by asking respondents whether 
they “could never imagine being part 
of a political party made up mainly” of 
members of a racial group other than 
their own. In the 2013 survey, a plurality 
of South Africans agreed with this state-
ment: 35 percent said that they could 
never imagine joining such a party. 
Thirty-two percent disagreed, and 33 
percent were undecided or uncertain. 
The four racial groups had significantly 
different responses to this question. 
For instance, only 20 percent of white 
respondents said that they could never 

Finally, around three percent of 
South Africans are considered “Indian,” 
or “Asian,” and they descend mostly 
from indentured laborers brought by 
Europeans to work in sugar plantations 
in the late nineteenth and early twentieth 
centuries. Since their forebears came from 
different regions of the Indian subconti-
nent, adhered to different religions, and 
spoke different languages, Asian South 
Africans are a diverse group. Their 
treatment under apartheid was similar 
to that of Coloureds: they enjoyed some 
formal political standing—they, too, were 
afforded a separate chamber of Parlia-
ment in 1983—but lacked equal rights. 

a one-PartY state?
Accurately capturing the opinions of 
such a diverse population, especially 
on a topic as fraught as race, presents 
monumental challenges to researchers. 
But every year since 2003, the ijr has 
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were “untrustworthy.” On average, 
black respondents endorsed 1.2 of the 
three prejudicial statements; whites, 
Coloured people, and those of Asian 
origin endorsed only 0.7, 0.6, and  
0.8, respectively. 

Intergroup prejudice is not the 
exclusive problem of black people in 
South Africa, but as a group, they 
express considerably more prejudice 
against their fellow South Africans than 
do the members of the minority races. 
No doubt this is a legacy of apartheid. It 
is important to recognize that apartheid 
was a well-articulated ideology, grounded 
in politics and sanctioned by religion, 
that asserted the superiority of one 
group and the inferiority of others. Most 
whites now reject that ideology, but it is 
hardly surprising that many blacks put 
less than full faith in the idea that their 
former oppressors have simply moved 
on from decades of racist orthodoxy. 

And yet the ijr data do reveal a good 
deal of progress in the racial views of 
whites, Coloured people, and those of 
Asian origin. Members of these groups 
seem genuinely unwilling to endorse 
negative stereotypes of blacks: although 
some whites, for example, said they 
believed that some blacks were not 
trustworthy, they recoiled at applying 
that description to all blacks.

contact sPort
Reducing the levels of prejudice among 
all South Africans should be a priority 
for policymakers and civil society organi-
zations. The trick is figuring out how to 
do so. Among experts on race relations, 
there has long been debate about the 
so-called contact hypothesis: the idea 
that increased contact with members 
of a different racial or ethnic group 

imagine joining such a party; slightly 
more Coloured people (25 percent) and 
Asian people (23 percent) said the same 
thing. But the number was far higher 
for blacks: nearly 40 percent. (Owing 
to different methods of calculating and 
interpreting data, the figures cited in this 
article differ slightly from the ones 
presented in the ijr’s most recent reports 
on the Reconciliation Barometer.)

The fact that only about one-third 
of South Africans can even imagine 
being part of a party whose members 
hail mostly from another racial group 
reflects a genuine weakness in the fabric 
of South African democracy. That the 
black majority seems particularly unwill-
ing to consider a multiracial political 
coalition is worrisome. Political scien-
tists typically argue that a transition to 
democracy can be considered complete 
only when political power changes hands 
between competing parties. Democracy 
cannot flourish in South Africa if elec-
tions are little more than racial censuses, 
with blacks supporting the anc and 
whites, Coloureds, and Asians support-
ing any party but the anc—which is 
precisely the situation that exists today.

Pride and Prejudice
It is possible to interpret the responses 
to the survey’s question about political 
parties as evidence that black South 
Africans harbor more prejudice than 
other South Africans—and other survey 
findings support that view. In addition 
to the question about political parties, 
pollsters asked respondents two other 
questions designed to detect prejudicial 
feelings: whether respondents found it 
“difficult to understand the customs and 
ways” of other groups and whether they 
believed that members of other groups 
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have a more significant effect. The 
Reconciliation Barometer explores 
both kinds of contact, asking respon-
dents about how often they talk to 
people from other races and how often 
they socialize with them at home. 

The 2013 survey showed that dis-
turbingly little intergroup interaction 
takes place in South Africa. Forty-two 
percent of the respondents reported 
rarely or never talking to people from 
other racial groups, and 55 percent 
said that they rarely or never socialized 
outside their own group. By any stan-
dard, this is a considerable amount of 
racial isolation. Of the four groups, black 
South Africans were by far the least 

reduces the prejudice a person feels 
toward that group. As with many social 
science concepts, it is difficult to test 
this hypothesis because it can be hard 
to distinguish cause from effect: per-
haps increased contact reduces preju-
dice, but it might be just as reasonable 
to suppose that less prejudiced indi-
viduals are simply more likely to seek 
out contact with people of other races 
and ethnicities.

Of course, there are many kinds of 
contact, and most research indicates 
that merely talking to members of 
another group does little to reduce a 
person’s prejudicial feelings but that 
spending time at home with them can 

crosstalk 
Percentage of South Africans Who Report Talking to Someone of a Different 
Race Often or Always on a Typical Day

source: South African Reconciliation Barometer survey, 2013.
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whether respondents would want to talk 
more to people of the other races if they 
were given the opportunity. Here, too, 
there were significant differences among 
the four racial groups. Most notably, 
whites professed the highest levels of 
satisfaction with the amount of contact 
they presently had, whereas nearly 25 
percent of blacks said that they would 
actually prefer to talk less often to those 
of the other races—the highest percent-
age of any of the groups and more than 
double the percentage of whites. 

These findings seem to challenge 
the contact hypothesis, or at least its 
applicability to all groups. And indeed, 
by looking closely at the Reconciliation 
Barometer data, it appears that increased 
contact would not necessarily help 
reduce the overall amount of prejudice 
that South Africans harbor. Whites and 
Coloured South Africans who have more 
contact with people of others races are 
considerably less prejudiced. Among 
black and Asian South Africans, however, 
not only does contact with members of 
other groups not reduce prejudice; it 
actually seems to increase it. It is possible 
that blacks and Asians experience such 
contact as negative and that their inter-
actions with other groups reinforce 
stereotypes rather than dispel them. 
Unfortunately, the ijr data do not 
offer any evidence for why that may  
be the case. 

getting better
At first glance, the data on contact and 
prejudice might seem to paint a rather 
grim portrait of the state of contempo-
rary race relations in South Africa. But 
it is crucial to place that information 
in context by considering how South 
Africans themselves view the way things 

likely to report talking to people from 
other groups: nearly half almost never 
did so. For whites, that figure was 13 
percent; it was 29 percent for Coloured 
people and 17 percent for those of Asian 
origin. At the opposite end of the con-
tinuum, almost 70 percent of whites 
reported talking often to those of other 
races, compared with barely more than 
25 percent of blacks. 

Tellingly, however, these differences 
mostly vanish when it comes to social-
izing. Sixty percent of blacks reported 
never socializing with other groups. For 
whites, the figure was smaller, but not 
dramatically so: 45 percent. In other 
words, although more than two-thirds 
of white South Africans often talk to 
people of other races, fewer than half 
ever socialize with nonwhites. One 
possible explanation for this gap is the 
fact that interracial conversation often 
takes the form of whites talking to non-
white employees, subordinates, or 
service providers. Indeed, perhaps 
nearly all conclusions that researchers 
draw about race in contemporary South 
Africa must be tempered by the fact 
that race and social class are still closely 
(but not completely) interconnected. 
Put more bluntly, it is not exactly 
common for black South Africans to 
employ white housekeepers. 

Of course, measures of interracial 
interactions cannot correct for the fact 
that many South Africans simply have 
no opportunity to talk to or socialize 
with members of other races, owing to 
the intense segregation that remains 
one of apartheid’s most visible legacies. 
For instance, certain rural areas of 
South Africa are virtually all black. 
The Reconciliation Barometer tries  
to get around this obstacle by asking 
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have changed since apartheid in the 
country at large, beyond their own 
lives and immediate surroundings.

In the 2013 Reconciliation Barom-
eter, researchers asked respondents 
about the country’s progress since 1994 
in eight areas, including race relations. 
(People not living in South Africa in 
1994 and those too young to remember 
that era were asked to compare the 
present to what they had heard about 
the past.) Among all South Africans, 
45 percent judged that race relations 
had either “improved” or “improved a 
great deal.” About one-third said that 
race relations had “stayed the same,” 
and only 18 percent said that race rela-
tions had “worsened” or “worsened a 
great deal.” Indeed, according to the 
survey, South Africans generally 
believe that since 1994, race relations 
have improved more than the country’s 
moral values, family life, and levels of 
socioeconomic inequality and more 
than their own individual hopes for the 
future, employment opportunities, and 
personal safety. And although there 
were differences between the races on 
the question of whether relations had 
improved (and how much), they were 
not particularly large: 47 percent of 
blacks, 41 percent of whites, 37 percent 
of Coloured people, and 37 percent of 
Asians agreed that relations had im-
proved. The fact that blacks were the 
most likely to believe this seems signifi-
cant, considering the finding that blacks 
remain relatively more prejudiced 
against other groups. 

class, not race
South Africa will never be free of inter-
racial animosities. In every multiracial 
country in the world, racial prejudice 
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to cut across racial divisions. Black 
South Africans are coming to see that 
whites are not always their enemies 
and that other blacks are not always 
their friends. For example, blacks have 
expressed as much outrage at high-
level corruption as whites, even when 
those accused of corrupt acts are them-
selves black.

South Africa has not yet reached the 
point where class challenges race as the 
most salient political dividing line, but 
many of the necessary ingredients are 
there. Of course, class divisions can 
themselves become corrosive and can 
sap a country’s democratic strength. But 
for South Africa, a shift from race politics 
to class politics would represent a form 
of progress. When political positions 
cut across racial lines rather than rein-
force them, political tolerance will 
become more likely, meaningful politi-
cal and social interactions will become 
more frequent, and associations based 
on common political interests will 
emerge. All those developments would 
undoubtedly aid the consolidation of 
democratic change in South Africa.∂

exists and people too often rely on 
stereotypes to understand members 
of other groups. But in a democracy, 
citizens do not necessarily have to like 
one another; they must only be willing 
to tolerate one another. 

Still, democracy works best when 
political factions form on the basis of 
interests rather than identities. The anc 
benefits from the intense allegiance of 
the black majority—a sentiment that 
is understandable given the party’s 
indispensable role in resisting apartheid 
and ushering in democracy. But political 
scientists question whether enduring 
loyalty to a political party, rather than 
satisfaction with its policies, contributes 
to the pluralism so essential to democ-
racy. For South Africa to tackle its most 
pressing problems—high unemployment, 
economic inequality, enduring poverty, 
corruption, crime—it will require coali-
tion building across racial lines: a feat 
that will be difficult if racial animus 
remains as widespread as it appears to 
be today. 

There are, however, some reasons 
for optimism. As the Reconciliation 
Barometer has shown, most South 
Africans believe that race relations in 
the country are gradually improving. 
And at the very least, whites seem to 
harbor less racial prejudice than they 
did in the immediate aftermath of  
the apartheid era, even though that 
change is apparently not always visible 
to blacks. 

Perhaps more promising, though, are 
the potentially beneficial effects of the 
class distinctions that have grown more 
pronounced in the past two decades. As 
the country witnesses the steady and 
impressive growth of a black middle 
class, economic interests are beginning 
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different countries in different ways for 
different reasons—but always with the 
goal of redressing inequality. In Malaysia, 
for example, the federal government has 
adopted a wide range of policies to boost 
the status of ethnic Malays and other 
indigenous groups, who have historically 
occupied a lower socioeconomic position 
than the country’s ethnic Chinese and 
ethnic Indian citizens, prioritizing them 
for land contracts, university admissions, 
and civil service jobs. In India, the consti-
tution establishes generous quotas in 
colleges, for public jobs, and in elected 
assemblies for lower castes and tribal 
communities, two groups that have 
suffered centuries of discrimination. (One 
state, Tamil Nadu, has set aside nearly 
70 percent of undergraduate positions for 
those who belong to “backward classes.”) 
And after the end of apartheid, the South 
African government introduced policies 
designed to mitigate deep-seated socio-
economic disparities among the different 
racial groups in South Africa.

Comparing affirmative action across 
countries is not easy. Although most 
programs are designed to benefit groups 
that have been historically disadvan-
taged, the groups themselves vary signifi-
cantly, as do the details of each country’s 
approach. Even within countries, affir-
mative action policies are applied incon-
sistently, largely because of disputes 
over who qualifies for them. In India, 
for example, the definition of “Other 
Backward Classes”—one of the main 
groups singled out for quotas—varies by 
state and has been hotly contested. And 
even when there is consensus about who 
belongs to which group, eligibility can 
still be a difficult issue. In South Africa, 
for example, members of that country’s 
ethnic Chinese population demanded to 

Does Affirmative 
Action Work?
Lessons From Around  
the World

Graham K. Brown and  
Arnim Langer 

Americans tend to think of 
affirmative action as a uniquely 
American institution: an out-

growth of the civil rights movement, 
intended primarily to improve economic 
opportunities for African Americans, 
who have continued to face obstacles 
to equality long after the Jim Crow era 
of segregation and overt discrimination. 
And it is true that as part of the Civil 
Rights Act of 1964, the U.S. government 
began to implement affirmative action 
policies. State agencies and public univer-
sities soon followed suit. As these pro-
grams expanded to assist other groups, 
such as women, Native Americans, and 
Hispanic Americans, affirmative action 
began to seem like a strategy specifically 
suited to a Western liberal democracy 
struggling to reconcile its ideals with 
its history.

In fact, however, affirmative action 
is a global phenomenon, practiced by 
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be included in affirmative action policies, 
citing the discrimination they faced 
during the apartheid era. In 2008, South 
Africa’s Pretoria High Court found in 
their favor, ruling that ethnic Chinese 
who had arrived before 1994 were eligible 
for affirmative action, as were their 
descendants.

Differences aside, however, affirma-
tive action programs around the world 
have enjoyed similar successes—and 
fallen prey to many of the same failures. 
Most succeed in reducing economic 
inequality, although often less signifi-
cantly than policymakers hope. They 
have a mixed record when it comes to 
improving social cohesion: affirmative 
action policies tend to underscore ethnic 
divisions rather than reduce them, al-
though there is some evidence that 
racial unrest becomes less likely as 
economic inequality ebbs. And their 
most negative effects tend to be in the 
political sphere: in many countries, 
policies intended to assist the disad-
vantaged have been corrupted by 
political elites who manipulate the 
system to their own advantage and 
block any attempts at reform.

Balancing this less-than-impressive 
track record is the fact that affirmative 
action has often played an indispensable 
role in nation building in multiethnic 
societies. In the West, nation building 
is usually thought of as something that 
happens only in postcolonial societies or 
in places recovering from recent periods 
of intense intercommunal conflict. Today, 
in fact, thanks to immigration, shifting 
demographics, and changing beliefs about 
identity and ethnicity, prosperous West-
ern countries also experience a kind of 
slow-motion nation building, as ideas 
about what it means to be “American,” 

or “British,” or “Dutch” evolve. As a 
result, the role of affirmative action 
in creating national identities in places 
such as Malaysia and India may be more 
relevant to places such as the United 
States than most Americans realize.

For the benefits of affirmative action 
to outweigh the harm, however, the 
programs must effectively target the 
poor. Programs that lift only a select few 
out of poverty or become corrupted by 
elites will neither reduce inequality nor 
bolster the nation. At best, such pro-
grams will quickly lose popular support; 
at worst, they will fray the social fabric 
they were meant to strengthen.

a leg uP
Malaysia offers perhaps the best ex-
ample of the kind of qualified economic 
success that affirmative action programs 
have enjoyed. Under British colonial 
rule, Malaysia’s ethnic Chinese and 
ethnic Indian citizens were favored at 
the expense of native Malays and other 
indigenous groups, collectively known 
as the bumiputra, or “sons of the soil.” 
After independence, the bumiputra, who 
made up around half the population but 
owned just a fraction of the country’s 
wealth, grew increasingly resentful, and 
in 1969, ethnic riots broke out, killing 
hundreds. In response, the government 
instituted the New Economic Policy, 
which gave indigenous groups preferential 
access to loans, stock in public companies, 
university admissions, and government 
jobs and contracts. 

To the extent that the goal was to 
reduce inequality, the program appears to 
have worked. In 1970, one year before the 
law was enacted, the bumiputra controlled 
just 2.4 percent of Malaysia’s total 
corporate wealth. By 2004, according to 
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top would trickle down to the bottom, as 
black-owned businesses would be more 
likely to hire and promote other black 
South Africans. In fact, the program 
succeeded primarily in creating a coterie 
of well-connected black entrepreneurs. 
In 2003, partially in response to this 
failure, the government enacted the 
Broad-Based Black Economic Empower-
ment Act, which expanded the affirmative 
action program to include the training 
and promotion of black workers. This 
policy has been more positively received, 
and in the past ten years, the percentage 
of black South Africans living below 
the poverty line has dropped by about 
15 percent—although, at more than 50 
percent, it remains quite high.

India’s affirmative action program—
the world’s oldest, enshrined in 1950—
was originally intended to benefit two 
groups: Dalits, or “untouchables,” 
oppressed for centuries under the caste 
system, who represent about 16 percent 

some estimates, they controlled roughly 
19 percent—although they also repre-
sented a greater share of the population, 
at roughly two-thirds. In 1970, ethnic 
Chinese households made roughly 2.3 
times as much as their native counter-
parts. By 2009, they made just 1.4 times 
as much. Critics of the New Economic 
Policy argue that it has distorted labor 
markets, reducing inequality at the 
expense of growth. But Malaysia’s gdp 
per capita contradicts this claim: it has 
increased quite steadily since the adop-
tion of the program, rising from roughly 
$392 in 1970 to roughly $10,500 today.

In South Africa and India, the 
economic effects of affirmative action 
have been more mixed. When apartheid 
ended in 1994, the South African gov-
ernment instituted a policy of “black 
economic empowerment,” which pro-
moted the transfer of stakes in white-
owned businesses to black investors. The 
government hoped that change at the 
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The space between: an ethnic Indian and two ethnic Malays in Kuala Lumpur, January 2007
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First floated by psychologists after 
World War II to explain why racially 
integrated combat units reported less 
racial prejudice than their segregated 
counterparts, the hypothesis has won 
wide acceptance among scholars. Of 
course, the frequency of the interactions 
is not determinative: after all, white 
slaveholders in the United States con-
stantly interacted with their black slaves. 
But if the interaction takes place be-
tween groups of equal status—something 
affirmative action can help facilitate, 
according to its proponents—social 
scientists predict that the contact will 
encourage tolerance.

But there is no guarantee that affir-
mative action on its own can sustain this 
sort of contact, especially if people con-
tinue to self-segregate. In the United 
States, one of the main arguments in 
favor of affirmative action in university 
admissions is that it promotes diversity 
within such institutions. But this diver-
sity is undercut when students resegre-
gate on their own: by socializing with 
only white friends, for example, or by 
joining all-black study groups or frater-
nities. U.S. affirmative action policies 
have also been criticized for stoking 
resentment between groups that qualify 
for assistance and those that don’t. Many 
white Americans believe that minorities 
have been given an unfair leg up. The 
2012 General Social Survey, conducted 
by the independent research organiza-
tion norc at the University of Chicago, 
found that 85 percent of white Ameri-
cans opposed affirmative action in the 
workplace, and 60 percent said that 
white Americans had been hurt by such 
policies. Meanwhile, some members of 
minority groups feel that affirmative 
action subjects them to what George W. 

of the population, and historically 
neglected tribal groups, who represent 
about eight percent. Under political 
pressure, the government expanded the 
program in the early 1990s to include 
the so-called Other Backward Classes, 
a collection of lower castes that repre-
sent about 25 percent of the country’s 
population.

In some respects, the quotas have 
succeeded. In 1965, Dalits held less 
than two percent of senior civil service 
positions; by 2001, they held 11.4 percent. 
According to other metrics, however, 
the results have been less impressive. 
A 2008 article in the academic journal 
Demography found that the college 
graduation rate for male Dalits aged 
24 to 29 increased from roughly two 
percent in 1983 to almost five percent 
in 2000, but this improvement was still 
markedly lower than that of upper-caste 
male Hindus, whose college graduation 
rate rose from roughly nine percent to 
almost 15 percent over the same period. 
For Dalit women, the rates were even 
lower, reaching just 1.67 percent by 2000. 
Research published by the U.S.-based 
National Bureau of Economic Research 
suggests that political quotas have 
helped to slightly reduce poverty rates 
for India’s tribal populations, but pov-
erty rates among Dalits and the Other 
Backward Classes have remained about 
the same.

Positive discrimination?
Many countries adopt affirmative action 
programs on the theory that reducing 
economic inequality will reduce ethnic 
tensions. Proponents of affirmative action 
often invoke the contact hypothesis, 
which posits that increased interaction 
between groups improves their relations. 
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routinely stipulate the required ethnic-
ity of the applicants, and even some-
thing as mundane as an eye exam can 
involve filling out a detailed form 
about one’s ethnic heritage.

Policies designed to aid the histori-
cally disadvantaged ethnic Malay 
majority have created new inequities: 
until relatively recently, most public 
Malaysian colleges reserved around  
70 percent of their spots for ethnic 
Malays, driving many students of Chi-
nese or Indian origin to attend private 
schools or study in foreign countries. 
Indeed, a 2011 assessment by the World 
Bank confirmed this trend: in 2010, the 
Malaysian diaspora reached roughly one 
million, a third of which could be attrib-
uted to a brain drain. Asked why they 
had gone, 60 percent of those surveyed 
cited “social injustice.”

Bush, while running for president in 
2000, famously referred to as “the soft 
bigotry of low expectations.”

Similar complaints crop up outside 
the United States: instead of helping 
transcend ethnic divisions, critics claim, 
affirmative action programs entrench 
them. In Malaysia, for example, affir-
mative action has contributed to a kind 
of collective hyperconsciousness of 
ethnicity. In 2010, when Muhyiddin 
yassin, Malaysia’s deputy prime minis-
ter, said publicly that he considers 
himself Malay first and Malaysian 
second, he was expressing a widely 
held view. Ethnic Malay and ethnic 
Chinese communities maintain some-
thing akin to parallel societies, often 
attending their own schools, forming 
their own clubs, and speaking their 
own languages. Job advertisements 

catching up in malaysia 
Ratio of Ethnic Chinese Average Household Income to Bumiputra Average 
Household Income, 1970–2012

source: Economic Planning Unit, Government of Malaysia.
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have largely ignored the ruling, fearing 
a political backlash.

Even when reforms are clearly 
necessary, politicians often have a vested 
interest in keeping flawed affirmative 
action programs the way they are, or 
even expanding them. The equation is 
simple: more benefits to more people 
equals more votes. In the 1990s, when 
India’s Bharatiya Janata Party (bjp) 
sought to expand its voter base, it began 
lending greater support to affirmative 
action policies, a strategy that has been 
repeated successfully again and again in 
elections across the country. Electoral 
politics has also deterred reform in 
Malaysia. In 2010, Prime Minister Najib 
Razak announced plans to overhaul the 
country’s affirmative action program to 
make it more “market friendly” and 
“merit-based.” But he was thwarted by 
parliamentary backbenchers in his own 
party, who feared losing the electoral 
support of ethnic Malays if they spoke 
out against the status quo.

lessons learned
The successes and failures of affirmative 
action in India, Malaysia, and South 
Africa offer important lessons for the 
United States, where government 
agencies and other institutions have 
often struggled to define, justify, and 
reform their programs. The major lesson 
is that affirmative action policies work 
best when they target the poor. The 
“creamy layer” problem undermines 
the very purpose of affirmative action 
and makes such programs politically 
unsustainable. Indeed, interethnic support 
for Malaysia’s affirmative action program 
reached its peak in the 1970s, when it 
primarily targeted poor and rural indig-
enous groups, and began to drop as  

gaming the sYstem
If the economic and social impacts of 
affirmative action have been mixed,  
its political impacts have been almost 
universally damaging. In a wide range 
of countries, political elites and special 
interests have consistently exploited 
affirmative action programs for their 
own gain.

In Malaysia, for example, a small 
group of wealthy Malay entrepreneurs 
have used their political connections 
to reap disproportionate benefits from 
the New Economic Policy. In the mid-
1990s, a court case revealed that the 
government had allocated 1.5 million 
shares of subsidized stock intended for 
poor Malays to a wealthy lawyer—who 
also happened to be the son-in-law of 
the minister of international trade and 
industry. Among the other Malay inves-
tors chosen to receive stock shares were 
the prime minister’s son, the finance 
minister’s brother, and the brother-in-
law of a top official in the Ministry of 
Home Affairs. These revelations were 
embarrassing, but not particularly surpris-
ing, as wealthy, politically connected 
Malays have long gamed the system.

The story is much the same in India. 
University officials told The New York 
Times in 2012 that most of the spots 
reserved for the Other Backward Classes 
go to the children of powerful and 
wealthy figures. The officials would not 
give their names, the Times reported, 
“for fear of angering the government 
ministers who benefit politically and 
personally from the program.” In 1992, 
India’s Supreme Court ruled that the 
“creamy layer”—the wealthiest and 
most privileged of the Other Backward 
Classes—should be excluded from 
quotas. But most state politicians 
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the program became a tool of the 
political elite.

In designing affirmative action 
policies that cannot be exploited by 
the wealthy or the politically con-
nected, transparency is key, both in 
the rules of eligibility and in the 
awarding of benefits. If the Malaysian 
government wants to award shares to 
Malay investors, for example, the 
selection should not happen behind 
closed doors. Instead of giving politi-
cians discretionary control over the 
selection process, the government 
should award benefits by lottery or 
through a merit-based point system. 
Similarly, in the United States, policy-
makers should craft affirmative action 
policies with benefits that are awarded 
according to clear metrics. Other 
states would do well to follow the lead 
of California, Florida, and Texas, 
where a set percentage of top students 
in each public school—both rich and 
poor—are guaranteed admission to 
state universities.

Above all, the success of affirmative 
action depends on preventing programs 
from outliving their economic and social 
efficacy. In countries such as Malaysia, 
where affirmative action is enshrined 
in the constitution, such programs are 
difficult to revise. Had Malaysia put 
in place a clear expiration date for the 
New Economic Policy from the start, 
its renewal would have required public 
consultation and legislative debate—and 
many of the program’s pitfalls might 
have been avoided. In the United States, 
for its part, affirmative action programs 
are overseen by the courts, not enshrined 
in the Constitution. But it would be 
better if such programs were subject to 
congressional renewal, as this would 
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has embedded an ethnic secularism 
into the country’s political order that 
even the bjp, the Hindu nationalist 
party currently in power, finds difficult 
to contest. And even in prosperous 
Western countries, where nation build-
ing appears to be a thing of the past, 
affirmative action has the potential to 
catalyze important conversations about 
national identity and what it means to 
fit into increasingly diverse, multicul-
tural societies.∂

allow the policies to be more easily 
revised. As things stand now, as state 
and federal courts strike down more 
and more affirmative action programs, 
proponents are left scrambling to find 
new ways to justify the policies.

temPering exPectations
Given the complex and persistent 
nature of ethnic prejudice and socio-
economic inequality, it should not  
be surprising that affirmative action 
programs often fall short of their goals. 
Inequality is usually the product of 
decades—sometimes centuries— 
of economic, social, and political 
discrimination.

Put simply, affirmative action on its 
own cannot reverse decades of racism or 
colonialism, nor should it be expected 
to. To temper expectations, politicians 
should set modest policy targets. Unfor-
tunately, political incentives usually run 
in the opposite direction. More often 
than not, affirmative action programs 
are implemented in response to a trans-
formative event: the civil rights move-
ment in the United States, the ethnic 
riots in Malaysia, the end of apartheid 
in South Africa. Politicians feel pressure 
to do something extraordinary, and 
pragmatism often falls by the wayside. 
This all but ensures that affirmative 
action programs will be less impressive 
than advertised.

Nevertheless, in many developing 
countries, these programs have played 
a vital role in nation building, creating 
a political community committed to 
equality and equal representation. 
Affirmative action policies can, there-
fore, be symbolically important, even if 
they are economically ineffective. In 
India, for example, affirmative action 
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The error in Libya was 
not an inadequate post-
intervention effort; it was 
the decision to intervene  
in the first place.

—Alan Kuperman 
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Syria’s President Speaks
A Conversation With Bashar al-Assad

The civil war in Syria will soon 
enter its fifth year, with no end 
in sight. On January 20, Foreign 

Affairs managing editor Jonathan 
Tepperman met with Syrian President 
Bashar al-Assad in Damascus to discuss 
the conflict in an exclusive interview.

I would like to start by asking you about 
the war. It has now been going on for 
almost four years, and you know the 
statistics: more than 200,000 people 
have been killed, a million wounded, and 
more than three million Syrians have 
fled the country, according to the UN. 
Your forces have also suffered heavy 
casualties. The war cannot go on 
forever. How do you see the war ending?
All wars anywhere in the world have 
ended with a political solution, because 
war itself is not the solution; war is one 
of the instruments of politics. So you 
end with a political solution. That’s how 
we see it. That is the headline.

Your country is increasingly divided into 
three ministates: one controlled by the 
government, one controlled by ISIS and 
Jabhat al-Nusra, and one controlled by 
the more secular Sunni and Kurdish 
opposition. How will you ever put Syria 
back together again?
First of all, this image is not accurate, 
because you cannot talk about ministates 
without talking about the people who live 
within those states. The factions you refer 

to control some areas, but they move from 
one place to another—they are not stable, 
and there are no clear lines of separation 
between different forces. Sometimes they 
mingle with each other and they move. 
But the main issue is about the popula-
tion. The population still supports the 
state regardless of whether they support it 
politically or not; I mean they support the 
state as the representative of the unity of 
Syria. So as long as you have the Syrian 
people believing in unity, any government 
and any official can unify Syria. If the 
people are divided into two, three, or four 
groups, no one can unify this country. 
That’s how we see it.

You really think that the Sunnis and the 
Kurds still believe in a unified Syria? 
If you go to Damascus now, you can see 
all the different, let’s say, colors of our 
society living together. So the divisions 
in Syria are not based on sectarian or 
ethnic grounds. And even in the Kurdish 
area you are talking about, we have two 
different colors: we have Arabs more 
than Kurds. So it’s not about the ethnic-
ity; it’s about the factions that control 
certain areas militarily.

A year ago, both the opposition and 
foreign governments were insisting that 
you step down as a precondition to 
talks. They no longer are. Given the shift 
in the Western attitude, are you now 
more open to a negotiated solution to 
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Niss as ipsunt eum, omniet 
veliquatet eos res ut doler 
omnihiliquis abora dem eos 
aut labore lorem sipim. The president in Damascus, January 2015
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announced publicly, when they said many 
times that the opposition doesn’t repre-
sent us—they have no influence. If you 
want to talk about fruitful dialogue, it’s 
going to be between the government 
and those rebels. There is another point. 
Opposition means national; it means 
working for the interests of the Syrian 
people. It cannot be an opposition if it’s 
a puppet of Qatar or Saudi Arabia or any 
Western country, including the United 
States, paid from the outside. It should 
be Syrian. We have a national opposition. 
I’m not excluding it; I’m not saying every 
opposition is not legitimate. But you 
have to separate the national and the 
puppets. Not every dialogue is fruitful.

Does that mean you would not want to 
meet with opposition forces that are 
backed by outside countries?
We are going to meet with everyone. We 
don’t have conditions.

In the past, you insisted as a precondition 
for a cease-fire that the rebels lay down 
their weapons first, which obviously from 
their perspective was a nonstarter. Is 
that still your precondition?
We choose different scenarios or 
different reconciliations. In some areas, 
we allowed them to leave inhabited 
areas in order to prevent casualties 
among civilians. They left these areas 
with their armaments. In other areas, 
they gave up their armaments and they 
left. It depends on what they offer and 
what you offer.

I’m not clear on your answer. Would you 
insist that they lay down their weapons?
No, no. That’s not what I mean. In 
some areas, they left the area with their 
armaments—that is what I mean.

the conflict that leads to a political 
transition?
From the very beginning, we were open. 
When you have a dialogue, it’s not 
between the government and the opposi-
tion; it’s between the different Syrian 
parties and entities. That’s how we look at 
dialogue. This is first. Second, whatever 
solution you want to make, at the end you 
should go back to the people through a 
referendum, because you’re talking about 
the constitution, changing the political 
system, whatever. You have to go back 
to the Syrian people. So engaging in a 
dialogue is different from taking deci-
sions, which is not done by the govern-
ment or the opposition.

So you’re saying that you would not agree 
to any kind of political transition unless 
there is a referendum that supports it?
Exactly. The people should make the 
decision, not anyone else.

Does that mean there’s no room for 
negotiations?
No, we will go to Russia, we will go to 
these negotiations, but there is another 
question here: Who do you negotiate 
with? As a government, we have institu-
tions, we have an army, and we have influ-
ence, positive or negative, in any direction, 
at any time. Whereas the people we are 
going to negotiate with, who do they 
represent? That’s the question. When you 
talk about the opposition, it has to have 
meaning. The opposition in general has 
to have representatives in the local 
administration, in the parliament, in 
institutions; they have to have grass roots 
to represent on their behalf. In the 
current crisis, you have to ask about the 
opposition’s influence on the ground. 
You have to go back to what the rebels 
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doesn’t have an air force? They have the 
Israeli air force.”

You’ve said in past interviews that you 
and your government have made 
mistakes in the course of the war. What 
are those mistakes? Is there anything 
that you regret?
Every government, every person, makes 
mistakes, so that’s again self-evident; it’s a 
given. But if you want to talk about 
political mistakes, you have to ask your-
self, what are the major decisions that you 
took since the crisis started? We took 
three main decisions: First of all, to be 
open to all dialogue. Second, we changed 
the constitution and the law according to 
what many in the opposition were saying, 
allegedly, that this is the reason of the 
crisis. Third, we took the decision to 
defend our country, to defend ourself, to 
fight terrorists. So I don’t think those 
three decisions can be described as wrong 
or mistakes. If you want to talk about 
practice, any official in any place can make 
mistakes, but there’s a difference between 
practice mistakes and policy mistakes.

Can you describe some of the practical 
mistakes?
I would have to go back to officials on the 
ground; there’s nothing in my mind. I 
would rather talk about policies.

I’m just wondering if there’s anything 
you did that you wish in retrospect you 
had done differently.
Regarding these three main decisions, 
they were correct, and I am confident 
about this. 

In terms of lower-level practical mistakes, 
are people being held accountable, say, 
for human rights abuses, for the excessive 

Hezbollah, Iran’s Quds Force, and 
Iranian-trained Shiite militias are all 
now playing significant roles in the fight 
against rebels here in Syria. Given this 
involvement, are you worried about 
Iran’s influence over the country?
Iran is an important country in this 
region, and it was influential before the 
crisis. Its influence is not related to the 
crisis; it’s related to its role, its political 
position in general. When you talk about 
influence, various factors make a certain 
country influential. In the Middle East, in 
our region, you have the same society, the 
same ideology, many similar things, the 
same tribes, going across borders. So if 
you have influence on one factor, your 
influence will be crossing the border. This 
is part of our nature. It’s not related to the 
conflict. Of course, when there is conflict 
and anarchy, another country will be 
more influential in your country. When 
you don’t have the will to have a sover-
eign country, you will have that influence. 
Now, the answer to your question is, Iran 
doesn’t have any ambitions in Syria, and 
as a country, as Syria, we would never 
allow any country to influence our 
sovereignty. We wouldn’t accept it, and 
the Iranians don’t want it either. We allow 
cooperation. But if you allowed any 
country to have influence, why not allow 
the Americans to have influence in Syria? 
That’s the problem with the Americans 
and with the West: they want to have 
influence without cooperation.

What do you think Israel’s agenda is?
They are supporting the rebels in Syria. 
It’s very clear. Because whenever we 
make advances in some place, they make 
an attack in order to undermine the army. 
It’s very clear. That’s why some in Syria 
joke: “How can you say that al Qaeda 
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than three weeks. It means they’re not 
serious about fighting terrorism. 

So are you saying you want greater U.S. 
involvement in the war against ISIS?
It’s not about greater involvement by the 
military, because it’s not only about the 
military; it’s about politics. It’s about how 
much the United States wants to influ-
ence the Turks. Because if the terrorists 
can withstand the air strikes for this 
period, it means that the Turks keep 
sending them armaments and money. Did 
the United States put any pressure on 
Turkey to stop the support of al Qaeda? 
They didn’t; they haven’t. So it’s not only 
about military involvement. This is first. 
Second, if you want to talk about the 
military involvement, American officials 
publicly acknowledge that without troops 
on the ground, they cannot achieve 
anything concrete. Which troops on the 
grounds are you depending on?

So are you suggesting there should be 
U.S. troops on the ground?
Not U.S. troops. Definitely, it has to be 
Syrian troops. This is our land; this is 
our country. We are responsible. We 
don’t ask for American troops at all.

So what would you like to see from the 
United States? You mentioned more 
pressure on Turkey . . .
Pressure on Turkey, pressure on Saudi 
Arabia, pressure on Qatar to stop sup-
porting the rebels. Second, to make legal 
cooperation with Syria and start by asking 
permission from our government to make 
such attacks. They didn’t, so it’s illegal.

I’m sorry, I’m not clear on that point. You 
want them to make legal . . . ?
Of course, if you want to make any kind 

use of force, or the indiscriminate target-
ing of civilians, those kinds of things?
Yes. Some people were detained because 
they breached the law in that regard, and 
that happens of course in such circum-
stances.

In terms of their treatment of civilians or 
protesters, is that what you’re referring to?
Yes, during the protests at the very 
beginning, yes.

Since the United States began its air 
campaign against the Islamic State, 
Syria and the United States have 
become strange kinds of partners and 
are effectively cooperating in that 
aspect of the fight. Do you see the 
potential for increased cooperation with 
the United States?
Yes, the potential is definitely always 
there, because we’ve been talking about or 
asking for international cooperation 
against terrorism for 30 years. But this 
potential needs will. The question that we 
have is, how much will does the United 
States have to really fight terrorism on 
the ground? So far, we haven’t seen 
anything concrete in spite of the attacks 
on isis in northern Syria. There’s nothing 
concrete. What we’ve seen so far is just, 
let’s say, window-dressing, nothing real. 
Since the beginning of these attacks, isis 
has gained more land in Syria and Iraq.

What about the air strikes on Kobani? 
Those have been effective in slowing 
down ISIS.
Kobani is a small city, with about 
50,000 inhabitants. It’s been more than 
three months since the beginning of the 
attacks, and they haven’t finished. Same 
areas, same al Qaeda factions occupying 
them—the Syrian army liberated in less 
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Part of what makes Washington so 
reluctant to cooperate with you more 
formally are the allegations of serious 
human rights abuses by your govern-
ment. They include denying access for 
relief groups to refugee camps, indis-
criminate bombing of civilian targets, 
photo evidence provided by the defector 
code-named Caesar, who made a pre-
sentation to the U.S. Congress showing 
terrible torture and abuse in Syrian 
prisons. Are you prepared to take action 
on these issues in order to make coop-
eration with the United States easier?
The funny thing about this administra-
tion is that it’s the first one in history to 
build its evaluation and later decisions on 
social media. We call it a social media 
administration, which is not politics. 
None of these allegations you men-
tioned are concrete; all of them are 
allegations. You can bring photos from 
anyone and say this is torture. Who 
took the pictures? Who is he? Nobody 
knows. There is no verification of any 
of this evidence, so it’s all allegations 
without evidence. 

But Caesar’s photos have been looked at 
by independent European investigators.
No, no. It’s funded by Qatar, and they say 
it’s an anonymous source. So nothing is 
clear or proven. The pictures are not clear 
which person they show. They’re just 
pictures of a head, for example, with some 
skulls. Who said this is done by the 
government, not by the rebels? Who said 
this is a Syrian victim, not someone else? 
For example, photos published at the 
beginning of the crisis were from Iraq and 
Yemen. Second, the United States in 
particular and the West in general are in 
no position to talk about human rights. 
They are responsible for most of the kill-

of action in another country, you ask 
their permission.

I see. So a formal agreement between 
Washington and Damascus to allow for 
air strikes?
The format we can discuss later, but you 
start with permission. Is it an agreement? 
Is it a treaty? That’s another issue.

And would you be willing to take steps to 
make cooperation easier with Washington?
With any country that is serious about 
fighting terrorism, we are ready to make 
cooperation, if they’re serious. 

What steps would you be prepared to 
make to show Washington that you’re 
willing to cooperate?
I think they are the ones who have to 
show the will. We are already fighting on 
the ground; we don’t have to show that.

The United States is currently training 
5,000 Syrian fighters who are sched-
uled to enter Syria in May. Now, U.S. 
General John Allen has been very 
careful to say that these troops will not 
be directed at the Syrian government, 
but will be focused on ISIS alone. What 
will you do when these troops enter the 
country? Will you allow them to enter? 
Will you attack them?
Any troops that don’t work in coopera-
tion with the Syrian army are illegal 
and should be fought. That’s very clear. 

Even if this brings you into conflict with 
the United States?
Without cooperation with Syrian 
troops, they are illegal, and are puppets 
of another country, so they are going to 
be fought like any other illegal militia 
fighting against the Syrian army.
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you call guerrilla attacks. That is the 
shape of this war, so you cannot look at 
it as being about territory. Second, 
wherever the Syrian army has wanted to 
go, it has succeeded. But the Syrian 
army cannot have a presence on every 
kilometer of Syrian territory. That’s 
impossible. We made some advances in 
the past two years. But if you want to 
ask me, “Is it going well?” I say that 
every war is bad, because you always 
lose, you always have destruction in a 
war. The main question is, what have we 
won in this war? What we won in this 
war is that the Syrian people have 
rejected the terrorists; the Syrian people 
support their government more; the 
Syrian people support their army more. 
Before talking about winning territory, 
talk about winning the hearts and minds 
and the support of the Syrian people. 
That’s what we have won. What’s left is 
logistical; it’s technical. That is a matter 
of time. The war is moving in a positive 
way. But that doesn’t mean you’re not 
losing on the national level. Because 
you lose lives, you lose infrastructure; 
the war itself has very bad social effects. 

Do you think you will eventually defeat 
the rebels militarily?
If they don’t have external support, and 
no, let’s say, supply and recruitment of 
new terrorists within Syria, there will be 
no problem defeating them. Even today 
we don’t have a problem militarily. The 
problem is that they still have this 
continuous supply, mainly from Turkey.

So Turkey seems to be the neighbor that 
you’re most concerned about?
Exactly. Logistically, and about terrorist 
financing from Saudi Arabia and Qatar, 
but through Turkey.

ings in the region, especially the 
United States after getting into Iraq, and 
the United Kingdom after invading Libya, 
and the situation in Yemen, and what hap-
pened in Egypt in supporting the Muslim 
Brotherhood, and terrorism in Tunisia.

That may or may not be true, but those are 
separate issues, and that does not absolve 
your government of responsibility.
No, no. The United States accused, so 
we have to answer that part. I’m not 
saying if there’s any human rights 
breach or infringement, the government 
has no responsibility. That is another 
issue. The second part of your question 
is about the allegations. They’re still 
allegations. If you want me to answer, I 
have to answer about something that is 
concrete, proved, and verified. 

Are you prepared to categorically deny 
that there’s torture and abuse of prison-
ers in Syria?
If there’s any unbiased and fair way to 
verify all those allegations, of course we 
are ready. That would be in our interest.

Describe whether you think the war is 
going well from the government’s 
perspective. Independent analysts have 
suggested that your government 
currently controls 45 to 50 percent of 
the territory of Syria.
First of all, if you want to describe the 
arena—it’s not a war between two 
countries, between two armies where 
you have an incursion and you lost some 
territory that you want to regain. It’s 
not like this. We’re talking about rebels 
that infiltrate areas inhabited by civil-
ians. You have Syrian terrorists that 
support foreign terrorists to come and 
hide among civilians. They launch what 
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official in the world is to work for the 
interests of his people. And the question 
I would ask any American is, what do you 
get from supporting terrorists in our 
country, in our region? What did you get 
from supporting the Muslim Brotherhood 
a few years ago in Egypt and other 
countries? What did you get from 
supporting someone like Erdogan? You 
are the greatest power in the world now; 
you have too many things to disseminate 
around the world: knowledge, innova-
tion, it, with its positive repercussions. 
How can you be the best in these fields 
yet the worst in the political field? This 
is a contradiction. That is what I think 
the American people should analyze and 
question. Why do you fail in every war? 
You can create war, you can create 
problems, but you cannot solve any 
problem. Twenty years of the peace 
process in Palestine and Israel, and you 
cannot do anything with this, in spite of 
the fact that you are a great country.

But in the context of Syria, what would a 
better policy look like?
One that preserves stability in the 
Middle East. Syria is the heart of the 
Middle East. Everybody knows that. If 
the Middle East is sick, the whole world 
will be unstable. In 1991, when we 
started the peace process, we had a lot of 
hope. Now, after more than 20 years, 
things are not at square one; they’re 
much below that square. So the policy 
should be to help peace in the region, to 
fight terrorism, to promote secularism, 
to support this area economically, to help 
upgrade the mind and society, like you 
did in your country. That is the supposed 
mission of the United States, not to 
launch wars. Launching war doesn’t make 
you a great power.∂

Do you blame Erdogan personally? This 
is a man you once had a fairly good 
relationship with.
Yes. Because he belongs to the Muslim 
Brotherhood ideology, which is the 
base of al Qaeda; it was the first 
political Islamic organization that pro-
moted violent political Islam in the early 
twentieth century. He belongs strongly 
and is a staunch believer in these values. 
He’s very fanatical, and that’s why he still 
supports isis. He is personally respon-
sible for what happened.

Do you see any other potential partners 
in the region? For example, General 
el-Sisi in Egypt?
I wouldn’t talk about him personally, 
but as long as Egypt and the Egyptian 
army and the government are fighting 
the same kind of terrorists as in Iraq, of 
course, we can consider these countries 
eligible to cooperate with in fighting 
the same enemy.

Can you imagine a scenario in which 
Syria returns to the status quo as it was 
before the fighting started almost four 
years ago—in the sense that Syria is 
whole again, it is not divided, it controls 
its borders, it starts to rebuild, and it is 
at peace and a predominantly secular 
country?
We all believe Syria should go back to 
the way it was. We don’t have any other 
option, because if it doesn’t go back to its 
previous position, that will affect every 
surrounding country. It’s one fabric—it’s 
a domino effect that will have influence 
from the Atlantic to the Pacific.

If you were able to deliver a message to 
President Obama today, what would it be?
I think the normal thing that you ask any 
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Obama’s Libya Debacle
How a Well-Meaning Intervention Ended 
in Failure

Alan J. Kuperman 

On March 17, 2011, the un Security Council passed Resolution 
1973, spearheaded by the administration of U.S. President 
Barack Obama, authorizing military intervention in Libya. 

The goal, Obama explained, was to save the lives of peaceful, pro-
democracy protesters who found themselves the target of a crackdown 
by Libyan dictator Muammar al-Qaddafi. Not only did Qaddafi 
endanger the momentum of the nascent Arab Spring, which had 
recently swept away authoritarian regimes in Tunisia and Egypt, but 
he also was poised to commit a bloodbath in the Libyan city where the 
uprising had started, said the president. “We knew that if we waited 
one more day, Benghazi—a city nearly the size of Charlotte—could 
suffer a massacre that would have reverberated across the region and 
stained the conscience of the world,” Obama declared. Two days after 
the un authorization, the United States and other nato countries 
established a no-fly zone throughout Libya and started bombing 
Qaddafi’s forces. Seven months later, in October 2011, after an extended 
military campaign with sustained Western support, rebel forces 
conquered the country and shot Qaddafi dead.

In the immediate wake of the military victory, U.S. officials were 
triumphant. Writing in these pages in 2012, Ivo Daalder, then the 
U.S. permanent representative to nato, and James Stavridis, then 
supreme allied commander of Europe, declared, “Nato’s operation in 
Libya has rightly been hailed as a model intervention.” In the Rose 
Garden after Qaddafi’s death, Obama himself crowed, “Without 
putting a single U.S. service member on the ground, we achieved our 
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objectives.” Indeed, the United States seemed to have scored a hat 
trick: nurturing the Arab Spring, averting a Rwanda-like genocide, 
and eliminating Libya as a potential source of terrorism. 

That verdict, however, turns out to have been premature. In retro-
spect, Obama’s intervention in Libya was an abject failure, judged 
even by its own standards. Libya has not only failed to evolve into 
a democracy; it has devolved into a failed state. Violent deaths and 
other human rights abuses have increased severalfold. Rather than 
helping the United States combat terrorism, as Qaddafi did during his 
last decade in power, Libya now serves as a safe haven for militias 
affiliated with both al Qaeda and the Islamic State of Iraq and al-Sham 
(isis). The Libya intervention has harmed other U.S. interests as well: 
undermining nuclear nonproliferation, chilling Russian cooperation 
at the un, and fueling Syria’s civil war.

Despite what defenders of the mission claim, there was a better 
policy available—not intervening at all, because peaceful Libyan 
civilians were not actually being targeted. Had the United States 
and its allies followed that course, they could have spared Libya 
from the resulting chaos and given it a chance of progress under 
Qaddafi’s chosen successor: his relatively liberal, Western-educated 
son Saif al-Islam. Instead, Libya today is riddled with vicious mili-
tias and anti-American terrorists—and thus serves as a cautionary 
tale of how humanitarian intervention can backfire for both the 
intervener and those it is intended to help.

A FAILED STATE
Optimism about Libya reached its apogee in July 2012, when democratic 
elections brought to power a moderate, secular coalition government—
a stark change from Qaddafi’s four decades of dictatorship. But the 
country quickly slid downhill. Its first elected prime minister, Mustafa 
Abu Shagour, lasted less than one month in office. His quick ouster fore-
shadowed the trouble to come: as of this writing, Libya has had seven 
prime ministers in less than four years. Islamists came to dominate the 
first postwar parliament, the General National Congress. Meanwhile, 
the new government failed to disarm dozens of militias that had arisen 
during nato’s seven-month intervention, especially Islamist ones, leading 
to deadly turf battles between rival tribes and commanders, which con-
tinue to this day. In October 2013, secessionists in eastern Libya, where 
most of the country’s oil is located, declared their own government. That 
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same month, Ali Zeidan, then the country’s prime minister, was kid-
napped and held hostage. In light of the growing Islamist influence 
within Libya’s government, in the spring of 2014, the United States post-
poned a plan to train an armed force of 6,000–8,000 Libyan troops.

By May 2014, Libya had come to the brink of a new civil war—
between liberals and Islamists. That month, a renegade secular general 
named Khalifa Hifter seized control of the air force to attack Islamist 
militias in Benghazi, later expanding his targets to include the 

Islamist-dominated legislature in Tripoli. 
Elections last June did nothing to resolve 
the chaos. Most Libyans had already given 
up on democracy, as voter turnout dropped 
from 1.7 million in the previous poll to just 
630,000. Secular parties declared victory 
and formed a new legislature, the House 
of Representatives, but the Islamists re-

fused to accept that outcome. The result was two competing parlia-
ments, each claiming to be the legitimate one.

In July, an Islamist militia from the city of Misurata responded to 
Hifter’s actions by attacking Tripoli, prompting Western embassies to 
evacuate. After a six-week battle, the Islamists captured the capital 
in August on behalf of the so-called Libya Dawn coalition, which, 
together with the defunct legislature, formed what they labeled a “na-
tional salvation government.” In October, the newly elected parliament, 
led by the secular Operation Dignity coalition, fled to the eastern city 
of Tobruk, where it established a competing interim government, 
which Libya’s Supreme Court later declared unconstitutional. Libya 
thus finds itself with two warring governments, each controlling only 
a fraction of the country’s territory and militias.

As bad as Libya’s human rights situation was under Qaddafi, it has 
gotten worse since nato ousted him. Immediately after taking power, 
the rebels perpetrated scores of reprisal killings, in addition to torturing, 
beating, and arbitrarily detaining thousands of suspected Qaddafi 
supporters. The rebels also expelled 30,000 mostly black residents from 
the town of Tawergha and burned or looted their homes and shops, on 
the grounds that some of them supposedly had been mercenaries. Six 
months after the war, Human Rights Watch declared that the abuses 
“appear to be so widespread and systematic that they may amount to 
crimes against humanity.”

Obama’s intervention in 
Libya was an abject failure, 
judged even by its own 
standards.
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Such massive violations persist. In October 2013, the un Office of 
the High Commissioner for Human Rights reported that the “vast 
majority of the estimated 8,000 conflict-related detainees are also 
being held without due process.” More disturbing, Amnesty Interna-
tional issued a report last year that revealed their savage mistreatment: 
“Detainees were subjected to prolonged beatings with plastic tubes, 
sticks, metal bars or cables. In some cases, they were subjected to electric 
shocks, suspended in contorted positions for hours, kept continuously 
blindfolded and shackled with their hands tied behind their backs or 
deprived of food and water.” The report also noted some 93 attacks on 
Libyan journalists in just the first nine months of 2014, “including 
abductions, arbitrary arrests, assassinations, assassination attempts 
and assaults.” Ongoing attacks in western Libya, the report concluded, 
“amount to war crimes.” As a consequence of such pervasive violence, 
the un estimates that roughly 400,000 Libyans have fled their homes, 
a quarter of whom have left the country altogether. 

Libya’s quality of life has been sharply degraded by an economic 
free fall. That is mainly because the country’s production of oil, its 
lifeblood, remains severely depressed by the protracted conflict. Prior 
to the revolution, Libya produced 1.65 million barrels of oil a day, a 
figure that dropped to zero during nato’s intervention. Although 
production temporarily recovered to 85 percent of its previous rate, 
ever since secessionists seized eastern oil ports in August 2013, output 
has averaged only 30 percent of the prewar level. Ongoing fighting 
has closed airports and seaports in Libya’s two biggest cities, Tripoli 
and Benghazi. In many cities, residents are subjected to massive power 
outages—up to 18 hours a day in Tripoli. The recent privation repre-
sents a stark descent for a country that the un’s Human Development 
Index traditionally had ranked as having the highest standard of living 
in all of Africa.

THE HUMAN COST
Although the White House justified its mission in Libya on humani-
tarian grounds, the intervention in fact greatly magnified the death 
toll there. To begin with, Qaddafi’s crackdown turns out to have been 
much less lethal than media reports indicated at the time. In eastern 
Libya, where the uprising began as a mix of peaceful and violent pro-
tests, Human Rights Watch documented only 233 deaths in the first 
days of the fighting, not 10,000, as had been reported by the Saudi 
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news channel Al Arabiya. In fact, as I documented in a 2013 International 
Security article, from mid-February 2011, when the rebellion started, 
to mid-March 2011, when nato intervened, only about 1,000 Libyans 

died, including soldiers and rebels. 
Although an Al Jazeera article touted 
by Western media in early 2011 alleged 
that Qaddafi’s air force had strafed and 
bombed civilians in Benghazi and 
Tripoli, “the story was untrue,” revealed 
an exhaustive examination in the London 
Review of Books by Hugh Roberts of 

Tufts University. Indeed, striving to minimize civilian casualties, 
Qaddafi’s forces had refrained from indiscriminate violence.

The best statistical evidence of that comes from Misurata, Libya’s 
third-largest city, where the initial fighting raged most intensely. 
Human Rights Watch found that of the 949 people wounded there in 
the rebellion’s first seven weeks, only 30 (just over three percent) 
were women or children, which indicates that Qaddafi’s forces had 
narrowly targeted combatants, who were virtually all male. During 
that same period in Misurata, only 257 people were killed, a tiny 
fraction of the city’s 400,000 residents.

The same pattern of restraint was evident in Tripoli, where the 
government used significant force for only two days prior to nato’s 
intervention, to beat back violent protesters who were burning 
government buildings. Libyan doctors subsequently told a un investi-
gative commission that they observed more than 200 corpses in the 
city’s morgues on February 20–21 but that only two of them were 
female. These statistics refute the notion that Qaddafi’s forces fired 
indiscriminately at peaceful civilians.

Moreover, by the time nato intervened, Libya’s violence was on 
the verge of ending. Qaddafi’s well-armed forces had routed the ragtag 
rebels, who were retreating home. By mid-March 2011, government 
forces were poised to recapture the last rebel stronghold of Benghazi, 
thereby ending the one-month conflict at a total cost of just over 
1,000 lives. Just then, however, Libyan expatriates in Switzerland 
affiliated with the rebels issued warnings of an impending “blood-
bath” in Benghazi, which Western media duly reported but which in 
retrospect appear to have been propaganda. In reality, on March 17, 
Qaddafi pledged to protect the civilians of Benghazi, as he had those 

NATO’s intervention 
appears to have increased 
the violent death toll more 
than tenfold.
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of other recaptured cities, adding that his forces had “left the way 
open” for the rebels to retreat to Egypt. Simply put, the militants 
were about to lose the war, and so their overseas agents raised the 
specter of genocide to attract a nato intervention—which worked 
like a charm. There is no evidence or reason to believe that Qaddafi 
had planned or intended to perpetrate a killing campaign. 

Admittedly, the government did attempt to intimidate the rebels, 
promising to pursue them relentlessly. But Qaddafi never translated 
that rhetoric into targeting civilians. From March 5 to March 15, 2011, 
government forces recaptured all but one of the major rebel-held cities, 
and in none did they kill civilians in revenge, let alone commit a blood-
bath. Indeed, as his forces approached Benghazi, Qaddafi issued public 
reassurances that they would harm neither civilians nor rebels who 
disarmed. On March 17, he directly addressed the rebels of Benghazi: 
“Throw away your weapons, exactly like your brothers in Ajdabiya 
and other places did. They laid down their arms and they are safe. We 
never pursued them at all.”

Two days later, however, the nato air campaign halted Qaddafi’s 
offensive. As a result, Benghazi did not return to government control, 
the rebels did not flee, and the war did not end. Instead, the militants 
reversed their retreat and went back on the offensive. Eventually, on 
October 20, 2011, the rebels found Qaddafi, tortured him, and then 
summarily executed him. The regime’s last remnants fell three days 
later. All told, the intervention extended Libya’s civil war from less 
than six weeks to more than eight months. 

Claims of the number killed during the war have varied wildly. At 
a closed-door conference in November 2011 organized by the Brookings 
Institution, one U.S. official characterized the final death toll as 
“around 8,000.” By contrast, the rebels’ health minister asserted in 
September 2011, before the war was even over, that 30,000 Libyans 
had already died. However, the postwar government’s Ministry of 
Martyrs and Missing Persons sharply reduced that figure to 4,700 
civilians and rebels, plus an equal or lesser number of regime forces, 
and 2,100 people missing on both sides—for a high-end death estimate 
of 11,500.

Aggregate casualty statistics were not compiled during the subse-
quent two years of persistent low-level conflict, but reports did emerge 
of several significant skirmishes, such as a March 2012 fight between 
rival tribes in the southern city of Sabha that left 147 dead. In light of 
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such figures, it is reasonable to estimate that the conflict killed at least 
500 people a year in 2012 and 2013. Better data are available for the 
renewed civil war of 2014. The website Libya Body Count, which 
documents casualties daily, reports that the total number of Libyans 
killed last year was more than 2,750. Moreover, unlike Qaddafi’s forces 
in 2011, the militias fighting in Libya today do use force indiscrimi-
nately. In August 2014, for example, the Tripoli Medical Center 
reported that of the 100 killed in recent violence, 40 were women and 
at least nine were children. The following month, in a blatant war 
crime, militants fired a multiple-rocket launcher at a medical facility.

This grim math leads to a depressing but unavoidable conclusion. 
Before nato’s intervention, Libya’s civil war was on the verge of 
ending, at the cost of barely 1,000 lives. Since then, however, Libya 
has suffered at least 10,000 additional deaths from conflict. In other 
words, nato’s intervention appears to have increased the violent 
death toll more than tenfold.

TERRITORY FOR TERRORISTS
Another unintended consequence of the Libya intervention has been 
to amplify the threat of terrorism from the country. Although Qaddafi 
supported terrorism decades ago—as witnessed by his regime’s later 
paying reparations for the Lockerbie airplane bombing of 1988—the 
Libyan leader had evolved into a U.S. ally against global terrorism 
even before 9/11. He did so partly because he faced a domestic threat 
from al Qaeda–affiliated militants, the Libyan Islamic Fighting Group. 
Qaddafi’s external security chief, Moussa Koussa, met multiple times 
with senior cia officials to provide intelligence about Libyan fighters 
in Afghanistan and about the Pakistani nuclear peddler A. Q. Khan. 
In 2009, General William Ward, who headed U.S. Africa Command, 
praised Libya as “a top partner in combating transnational terrorism.”

Since nato’s intervention in 2011, however, Libya and its neighbor 
Mali have turned into terrorist havens. Radical Islamist groups, which 
Qaddafi had suppressed, emerged under nato air cover as some of the 
most competent fighters of the rebellion. Supplied with weapons by 
sympathetic countries such as Qatar, the militias refused to disarm 
after Qaddafi fell. Their persistent threat was highlighted in Septem-
ber 2012 when jihadists, including from the group Ansar al-Sharia, 
attacked the U.S. diplomatic compound in Benghazi, killing Christopher 
Stevens, the U.S. ambassador to Libya, and three of his colleagues. 
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Last year, the un formally declared Ansar al-Sharia a terrorist organi-
zation because of its affiliation with al Qaeda in the Islamic Maghreb.

Libya’s Islamist militants are now fighting for control of the entire 
country, and they are making headway. In April 2014, they captured a 
secret military base near Tripoli that, ironically, U.S. special operations 
forces had established in the summer of 2012 to train Libyan counter-
terrorist forces. Qatar and Sudan have flown weapons to the Islamists 
as recently as September 2014. In response, the more secular govern-
ments of the United Arab Emirates and Egypt launched air strikes 
against Islamist militants in Tripoli and Benghazi in August and 
October of last year. Libya’s jihadists now include more than just 
al Qaeda affiliates; as of January 2015, factions aligned with isis, also 
known as the Islamic State, have perpetrated killings or kidnappings 
in all three of Libya’s traditional administrative zones.

Nato’s intervention also fostered Islamist terrorism elsewhere in 
the region. When Qaddafi fell, the ethnic Tuaregs of Mali within his 
security forces fled home with their weapons to launch their own re-
bellion. That uprising was quickly hijacked by local Islamist forces 
and al Qaeda in the Islamic Maghreb, which declared an independent 
Islamic state in Mali’s northern half. By December 2012, this zone of 
Mali had become “the largest territory controlled by Islamic extrem-
ists in the world,” according to Senator Christopher Coons, chair of 
the U.S. Senate Subcommittee on Africa. The danger was elaborated 
by The New York Times, which reported that “al Qaeda’s affiliate in 
North Africa is operating terrorist training camps in northern Mali 
and providing arms, explosives and financing to a militant Islamist 
organization in northern Nigeria.” But the spillover from Libya did not 
stop there, also spurring deadly ethnic conflict in Burkina Faso and the 
growth of radical Islam in Niger. To contain this threat, in early 2013, 
France was compelled to deploy thousands of troops to Mali, some of 
whom continue to fight jihadists in the country’s north.

The terrorism problem was exacerbated by the leakage of sensitive 
weapons from Qaddafi’s arsenal to radical Islamists across North 
Africa and the Middle East. Peter Bouckaert of Human Rights Watch 
estimates that ten times as many weapons went loose in Libya as 
in Somalia, Afghanistan, or Iraq. Perhaps the greatest concern is 
man-portable air defense systems, known as manpads, which in 
capable hands can be used to shoot down both civilian airliners and 
military aircraft. Up to 15,000 such missiles were unaccounted for as 
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of February 2012, according to a U.S. State Department official cited 
in a Washington Post column; a $40 million buyback effort had secured 
only 5,000 of them. The column added that hundreds of these weapons 
were still on the loose, including in Niger, where some had been 
obtained by Boko Haram, the radical Islamist group across the border 
in northern Nigeria. Another few dozen have been found in Algeria 
and Egypt. 

The missiles have even made their way through Egypt to the Gaza 
Strip. In October 2012, militants there fired one for the first time, just 
missing an Israeli army helicopter, and Israeli officials said that the 
weapons originated in Libya. More recently, in early 2014, Islamists 
in Egypt used another such missile to shoot down a military helicop-
ter. Libyan manpads and sea mines have even surfaced in West African 
arms markets, where Somali buyers have snapped them up for Islamist 
rebels and pirates far away in northeastern Africa. 

THE bROADER bACKLASH
The harm from the intervention in Libya extends well beyond the 
immediate neighborhood. For one thing, by helping overthrow Qaddafi, 
the United States undercut its own nuclear nonproliferation objectives. 
In 2003, Qaddafi had voluntarily halted his nuclear and chemical weap-
ons programs and surrendered his arsenals to the United States. His 
reward, eight years later, was a U.S.-led regime change that culminated 
in his violent death. That experience has greatly complicated the task 
of persuading other states to halt or reverse their nuclear programs. 
Shortly after the air campaign began, North Korea released a statement 
from an unnamed Foreign Ministry official saying that “the Libyan 
crisis is teaching the international community a grave lesson” and that 
North Korea would not fall for the same U.S. “tactic to disarm the 
country.” Iran’s supreme leader, Ayatollah Ali Khamenei, likewise noted 
that Qaddafi had “wrapped up all his nuclear facilities, packed them 
on a ship, and delivered them to the West.” Another well-connected 
Iranian, Abbas Abdi, observed: “When Qaddafi was faced with an 
uprising, all Western leaders dropped him like a brick. Judging from 
that, our leaders assess that compromise is not helpful.”

The intervention in Libya may also have fostered violence in Syria. In 
March 2011, Syria’s uprising was still largely nonviolent, and the Assad 
government’s response, although criminally disproportionate, was rela-
tively circumscribed, claiming the lives of fewer than 100 Syrians per 
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week. After nato gave Libya’s rebels the upper hand, however, Syria’s 
revolutionaries turned to violence in the summer of 2011, perhaps 
expecting to attract a similar intervention. “It’s similar to Benghazi,” a 
Syrian rebel told The Washington Post at the time, adding, “We need a 
no-fly zone.” The result was a massive escalation of the Syrian conflict, 
leading to at least 1,500 deaths per week by early 2013, a 15-fold increase. 

Nato’s mission in Libya also hindered peacemaking efforts in Syria 
by greatly antagonizing Russia. With Moscow’s acquiescence, the un 
Security Council had approved the establishment of a no-fly zone in 
Libya and other measures to protect civilians. But nato exceeded that 
mandate to pursue regime change. The coalition targeted Qaddafi’s 
forces for seven months—even as they retreated, posing no threat to 
civilians—and armed and trained rebels who rejected peace talks. As 
Russian President Vladimir Putin complained, nato forces “frankly 
violated the un Security Council resolution on Libya, when instead 
of imposing the so-called no-fly zone over it they started bombing it 
too.” His foreign minister, Sergey Lavrov, explained that as a result, 
in Syria, Russia “would never allow the Security Council to authorize 
anything similar to what happened in Libya.” 

Early in the Arab Spring, proponents of intervening in Libya 
had claimed that this course would sustain the momentum of the 
relatively peaceful uprisings in Tunisia and Egypt. In reality, nato’s 
action not only failed to spread peaceful revolution but also encouraged 
the militarization of the uprising in Syria and impeded the prospect of 
un intervention there. For Syria and its neighbors, the consequence 
has been the tragic exacerbation of three pathologies: humanitarian 
suffering, sectarianism, and radical Islam.

THE ROAD NOT TAKEN
Despite the massive turmoil caused by the intervention, some of its 
unrepentant supporters claim that the alternative—leaving Qaddafi 
in power—would have been even worse. But Qaddafi was not Libya’s 
future in any case. Sixty-nine years old and in ill health, he was laying 
the groundwork for a transition to his son Saif, who for many years 
had been preparing a reform agenda. “I will not accept any position 
unless there is a new constitution, new laws, and transparent elections,” 
Saif declared in 2010. “Everyone should have access to public office. 
We should not have a monopoly on power.” Saif also convinced his 
father that the regime should admit culpability for a notorious 1996 
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prison massacre and pay compensation to the families of hundreds of 
victims. In addition, in 2008, Saif published testimony from former 
prisoners alleging torture by revolutionary committees—the regime’s 
zealous but unofficial watchdogs—whom he demanded be disarmed.

From 2009 to 2010, Saif persuaded his father to release nearly all 
of Libya’s political prisoners, creating a deradicalization program for 
Islamists that Western experts cited as a model. He also advocated 
abolishing Libya’s Information Ministry in favor of private media. 
He even flew in renowned American scholars—including Francis 
Fukuyama, Robert Putnam, and Cass Sunstein—to lecture on civil 
society and democracy. Perhaps the clearest indication of Saif’s reform 
credentials is that in 2011, the revolution’s top political leaders turned 
out to be officials whom he had brought into the government earlier. 
Mahmoud Jibril, prime minister of the rebels’ National Transitional 
Council during the war, had led Saif’s National Economic Development 
Board. Mustafa Abdel Jalil, chair of the National Transitional Council, 
was selected by Saif in 2007 to promote judicial reform as Libya’s 
justice minister, which he did until defecting to the rebels.

Of course, it is impossible to know if Saif would have proved will-
ing or able to transform Libya. He faced opposition from entrenched 
interests, as even his father did when attempting reform. In 2010, 
conservatives temporarily closed the media outlets that Saif owned 
because one of his newspapers had published an op-ed critical of the 
government. By late 2010, however, the elder Qaddafi had sacked his 
more hard-line son Mutassim, a move that appeared to pave the way 
for Saif and his reformist agenda. Although Saif was not going to turn 
Libya into a Jeffersonian democracy overnight, he did appear intent 
on eliminating the most egregious inefficiencies and inequities of his 
father’s regime. 

Even after the war began, respected observers voiced confidence in 
Saif. In a New York Times op-ed, Curt Weldon, a former ten-term 
Republican U.S. congressman from Pennsylvania, wrote that Saif 
“could play a constructive role as a member of the committee to devise 
a new government structure or Constitution.” Instead, nato-supported 
militants captured and imprisoned Qaddafi’s son. In an October 2014 
jailhouse interview with the journalist Franklin Lamb, Saif voiced his 
regrets: “We were in the process of making broad reforms, and my father 
gave me the responsibility to see them through. Unfortunately, the 
revolt happened, and both sides made mistakes that are now allowing 
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extreme Islamist groups like Da’ish [isis] to pick up the pieces and turn 
Libya into an extreme fundamentalist entity.”

LEARNING FROM LIbYA
Obama also acknowledges regrets about Libya, but unfortunately, 
he has drawn the wrong lesson. “I think we underestimated . . . the 
need to come in full force,” the president told the New York Times 
columnist Thomas Friedman in August 2014. “If you’re gonna do 
this,” he elaborated, “there has to be a much more aggressive effort 
to rebuild societies.”

But that is exactly the wrong take-away. The error in Libya was not 
an inadequate post-intervention effort; it was the decision to intervene 
in the first place. In cases such as Libya, where a government is quashing 
a rebellion, military intervention is very likely to backfire by fostering 
violence, state failure, and terrorism. The prospect of intervention 
also creates perverse incentives for militants to provoke government 
retaliation and then cry genocide to attract foreign assistance—the 
moral hazard of humanitarian intervention.

The real lesson of Libya is that when a state is narrowly targeting 
rebels, the international community needs to refrain from launching 
a military campaign on humanitarian grounds to help the militants. 
Western audiences should also beware cynical rebels who exaggerate 
not only the state’s violence but their own popular support, too. Even 
where a regime is highly flawed, as Qaddafi’s was, chances are that 
intervention will only fuel civil war—destabilizing the country, endan-
gering civilians, and paving the way for extremists. The prudent path 
is to promote peaceful reform of the type that Qaddafi’s son Saif 
was pursuing. 

Humanitarian intervention should be reserved for the rare instances 
in which civilians are being targeted and military action can do more 
good than harm, such as Rwanda in 1994, where I have estimated that 
a timely operation could have saved over 100,000 lives. Of course, great 
powers sometimes may want to use force abroad for other reasons—
to fight terrorism, avert nuclear proliferation, or overthrow a noxious 
dictator. But they should not pretend the resulting war is humanitar-
ian, or be surprised when it gets a lot of innocent civilians killed.∂   
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How to Deter China
The Case for Archipelagic Defense

Andrew F. Krepinevich, Jr. 

In the U.S. military, at least, the “pivot” to Asia has begun. By 2020, 
the navy and the air force plan to base 60 percent of their forces in the 
Asia-Pacific region. The Pentagon, meanwhile, is investing a growing 

share of its shrinking resources in new long-range bombers and nuclear-
powered submarines designed to operate in high-threat environments.

These changes are clearly meant to check an increasingly assertive 
China. And with good reason: Beijing’s expanding territorial claims 
threaten virtually every country along what is commonly known as “the 
first island chain,” encompassing parts of Japan, the Philippines, and 
Taiwan—all of which Washington is obligated to protect. But to reliably 
deter Chinese aggression, the Pentagon will have to go even further. 
Emerging Chinese capabilities are intended to blunt Washington’s 
ability to provide military support to its allies and partners. Although 
deterrence through the prospect of punishment, in the form of air 
strikes and naval blockades, has a role to play in discouraging Chinese 
adventurism, Washington’s goal, and that of its allies and partners, 
should be to achieve deterrence through denial—to convince Beijing 
that it simply cannot achieve its objectives with force.

Leveraging the latent potential of U.S., allied, and partner ground 
forces, Washington can best achieve this objective by establishing a 
series of linked defenses along the first island chain—an “Archipelagic 
Defense”—and, in so doing, deny Beijing the ability to achieve its 
revisionist aims through aggression or coercion.

the risks oF revisionism
China claims that its rise is intended to be peaceful, but its actions tell 
a different story: that of a revisionist power seeking to dominate the 
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western Pacific. Beijing has claimed sovereignty over not only Taiwan 
but also Japan’s Senkaku Islands (known in China as the Diaoyu 
Islands) and most of the 1.7 million square miles that make up the 
East China and South China Seas, where six other countries maintain 
various territorial and maritime claims. And it has been unapologetic 
about pursuing those goals. In 2010, for example, China’s then foreign 
minister, yang Jiechi, dismissed concerns over Beijing’s expansionism 
in a single breath, saying, “China is a big country, and other countries 
are small countries, and that is just a fact.”

Consider Beijing’s recent bullying in the South China Sea. In 
March 2014, Chinese coast guard boats blocked the Philippines from 
accessing its outposts on the Spratly Islands. Two months later, China 
moved an oil rig into Vietnam’s exclusive economic zone, clashing 
with Vietnamese fishing boats. The moves echoed earlier incidents in 
the East China Sea. In September 2010, as punishment for detaining 
a Chinese fishing boat captain who had rammed two Japanese coast 
guard vessels, China temporarily cut off its exports to Japan of rare-
earth elements, which are essential for manufacturing cell phones and 
computers. And in November 2013, China unilaterally declared an “air 
defense identification zone,” subject to its own air traffic regulations, 
over the disputed Senkaku Islands and other areas of the East China 
Sea, warning that it would take military action against aircraft that 
refused to comply.

Some have suggested that as its military grows stronger and its 
leaders feel more secure, China will moderate such behavior. But the 
opposite seems far more likely. Indeed, Beijing’s provocations have 
coincided with the dramatic growth of its military muscle. China is 
now investing in a number of new capabilities that pose a direct chal-
lenge to regional stability. For example, China’s People’s Liberation 
Army is bolstering its so-called anti-access/area-denial capabilities, 
which aim to prevent other militaries from occupying or crossing vast 
stretches of territory, with the express goal of making the western Pa-
cific a no-go zone for the U.S. military. That includes developing the 
means to target the Pentagon’s command-and-control systems, which 
rely heavily on satellites and the Internet to coordinate operations and 
logistics. The pla has made substantial progress on this front in recent 
years, testing an antisatellite missile, using lasers to blind U.S. satel-
lites, and waging sophisticated cyberattacks on U.S. defense networks.

China is also enhancing its capacity to target critical U.S. military 
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assets and limit the U.S. Navy’s ability to maneuver in international 
waters. The pla already has conventional ballistic and cruise missiles 
that can strike major U.S. facilities in the region, such as the Kadena Air 
Base, in Okinawa, Japan, and is developing stealth combat aircraft 
capable of striking many targets along the first island chain. To detect 
and target naval vessels at greater distances, the pla has deployed power-
ful radars and reconnaissance satellites, along with unmanned aerial 
vehicles that can conduct long-range scouting missions. And to stalk U.S. 
aircraft carriers, as well as the surface warships that protect them, the 
Chinese navy is acquiring submarines armed with advanced torpedoes 
and high-speed cruise missiles designed to strike ships at long distances.

Beijing’s actions cannot be explained away as a response to a U.S. 
arms buildup. For the last decade, Washington has focused its energy 
and resources primarily on supporting its ground troops in Afghani-
stan and Iraq. The U.S. defense budget, which until recently stood at 
above four percent of the country’s gdp, is projected to decline to less 
than three percent by the end of the decade. Simply put, the Pentagon 
is shedding military capabilities while the pla is amassing them.

yet if the past is prologue, China will not seek to resolve its expan-
sionist aims through overt aggression. Consistent with its strategic 
culture, it wants to slowly but inexorably shift the regional military 
balance in its favor, leaving the rest of the region with little choice 
but to submit to Chinese coercion. For the most part, China’s maritime 
neighbors are convinced that diplomatic and economic engagement 
will do little to alter this basic fact. Several of them, including Japan, 
the Philippines, and Vietnam, are increasingly focusing their mili-
taries on the task of resisting Chinese ambitions. They know full 
well, however, that individual action will be insufficient to prevent 
Beijing from carrying its vision forward. Only with U.S. material 
support can they form a collective front that deters China from acts 
of aggression or coercion.

deterrence through denial
If Washington wants to change Beijing’s calculus, it must deny 
China the ability to control the air and the sea around the first island 
chain, since the pla would have to dominate both arenas to isolate 
the archipelago. The United States must also integrate allied battle 
networks and strengthen allied capabilities—both of which will help 
offset the pla’s efforts to destabilize the region’s military balance. By 

March_April_2015.indb   80 1/19/15   7:09 PM



 March/April  2015 81

and large, those goals can be achieved with ground forces, which would 
not replace existing air and naval forces but complement them.

When it comes to air defenses, states along the first island chain 
could buttress their ability to deny China access to airspace by em-
ploying army units equipped with highly mobile and relatively simple 
short-range interceptor missiles (such as the Evolved Sea Sparrow, 
supported by giraffe radar systems to detect targets). The U.S. 
Army, meanwhile, along with such allies as Japan, could operate more 
sophisticated, longer-range systems capable of intercepting Chinese 
cruise missiles and destroying advanced Chinese aircraft. Although 
not part of the first island chain, Vietnam is already enhancing its 
air-denial capabilities and could contribute to a larger defense effort.

Then there is the task of denying the pla the sea control it would 
need to mount offensive operations against the islands. Senior members 
of Congress have encouraged the U.S. Army to consider resurrecting 
an artillery force for coastal defense, a mission it abandoned after 
World War II. The idea is simple and compelling. Rather than risk 
sending warships within range of pla defenses or diverting submarines 
from higher-priority missions, the United States and its allies could 
rely on ground forces, based along the first island chain and armed 
with mobile launchers and antiship cruise missiles, to perform the 
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same operations. Japan’s military has done exactly that, placing shore-
based antiship cruise missile units on some of the Ryukyu Islands 
during military exercises. Vietnam has fielded similar systems. And 
other frontline states could follow suit, either independently or with 
U.S. funding, training, and technical assistance.

Another mission to which U.S. and allied ground forces could 
contribute is naval mine warfare. Traditionally, naval ships lay and 
clear mines to restrict or allow transit through narrow seas and straits. 
Although clearing mines will remain an inherently naval function, 
ground forces could play a larger role in laying them, particularly if 
stationed near the key straits that link the East China and South 
China Seas to the open oceans. Armed with the ability to emplace 
sea mines from land bases using short-range rockets, helicopters, or 

barges, U.S. and allied ground forces 
could make large stretches of sea off-
limits to the Chinese navy. Minefields 
at key chokepoints along the first is-
land chain would greatly complicate a 
Chinese naval offensive and hamper 
China’s ability to harass allied naval 

forces. Nearby coastal antiship missile batteries, meanwhile, could 
make mine-clearing operations risky for pla ships.

Over the long run, ground forces could also support operations 
against the pla’s growing submarine force. A submarine relies heavily 
on its stealth for defense; once noticed, it must evade contact or 
assume a high risk of destruction. By placing low-frequency and 
acoustic sensors in the water around the first island chain, U.S. and 
allied forces could augment their ability to detect the presence of pla 
submarines. Coastal artillery units could then use rocket-launched 
torpedoes to induce oncoming submarines to abandon their missions 
and retreat.

If China invaded a U.S. ally or partner, even a small number of 
U.S. ground troops could help local forces mount a determined 
resistance. Modern conflicts in Southeast Asia and the Middle East 
have demonstrated what a modest irregular ground force can achieve 
with the help of modern weapons and capable advisers. Thanks to 
U.S. advisers and airpower, an overmatched South Vietnamese army 
was able to withstand a full-scale assault by North Vietnamese forces 
in 1972. Nearly three decades later, in 2001, a small contingent of 

China wants to slowly but 
inexorably shift the regional 
military balance in its favor.
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U.S. Special Forces, backed by strike aircraft, helped Afghanistan’s 
Northern Alliance defeat the Taliban. And in 2006, Hezbollah fight-
ers in Lebanon, with the assistance of Iranian advisers, fought the 
Israeli Defense Forces to a standstill for a month. A similar effort by 
U.S. ground forces in the Pacific could make seizing and occupying 
territory an extremely costly proposition for China, especially if lo-
cal forces also had advanced training and equipment. Access to 
short-range, precision-guided mortars, rockets, and shoulder-fired 
antiaircraft missiles, for example, would maximize the lethality of 
small guerrilla resistance units.

By shouldering greater responsibility for denying the pla the air 
and sea control it needs to mount offensive operations, ground forces 
could liberate U.S. and allied air and naval forces to perform the mis-
sions only they can accomplish, such as long-range surveillance and 
air strikes. Should deterrence fail, these air and naval assets would 
prove critical to defending the first island chain and offsetting pla 
advantages. For example, the pla can concentrate forces at any point 
along the first island chain far more 
rapidly than can the United States and 
its allies, whose militaries are more 
widely distributed. And it doesn’t have 
to reconcile conflicting national inter-
ests. (In the wake of a Chinese offen-
sive against a single island, countries 
along the chain would likely want to 
keep their forces in place to defend their homelands.) By reducing 
the demands on U.S. air and naval forces for such missions as air and 
sea denial, ground forces would enable these air and naval forces to 
stand in reserve, ready to move quickly to defend a threatened link in 
the chain.

To be successful, a policy of deterrence also needs to have a credible 
threat of retaliation after the fact, and here, too, ground forces could 
help. At present, the U.S. weapons that can launch a precise retalia-
tory strike are located on increasingly vulnerable forward air bases 
and aircraft carriers. The Pentagon plans to address this problem in 
part by building new submarines and long-range stealth bombers, but 
the cost of such hardware is high, especially given their relatively 
modest payloads. Ground forces, by comparison, may offer a cheaper 
way to provide additional firepower. Unlike air and naval forces, 

Washington must convince 
Beijing that it simply 
cannot achieve its 
objectives with force.
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ground forces do not need to return to distant bases in order to rearm. 
They can store far more munitions than even the largest bomber or 
warship, and they can place them in hardened bunkers that are better 
shielded from attack.

Moreover, in the event of a conflict, the pla would benefit from 
a particularly asymmetric advantage: its large force of land-based 
intermediate- and medium-range ballistic missiles. The United States, 
as a signatory to the Intermediate-Range Nuclear Forces Treaty, 
cannot deploy these systems. yet by equipping ground forces with 
comparatively inexpensive missiles that conform to the treaty’s range 
limitations, and by positioning them forward along the first island 
chain to reduce the cost associated with delivering missiles over extended 
ranges, Washington and its allies could go a long way toward fixing 
the imbalance at a relatively low cost. And if ground troops could not 
physically maneuver rapidly enough to respond to a breach in the island 
chain’s defenses, those nearby could quickly respond by concentrating 
their missile fire on the threatened area.

Perhaps the first island chain’s greatest vulnerability is the U.S. battle 
network—the critical systems that handle everything from directing 
and tracking troops and supplies to guiding weapons. This network 
currently relies heavily on satellites and nonstealth unmanned aerial 
vehicles, both of which the pla could target. The best way to reduce 
that risk would be to establish a communications network of fiber-
optic cables buried beneath the ground and the seabed along the chain, 
allowing disparate forces to safely receive and transmit data from 
hardened command centers on land. Island-based air defense and 
sea-denial forces, as well as antiship minefields, could protect the cable 
lines running between the islands.

the art oF the Possible
As with any operational concept, Archipelagic Defense faces hurdles. 
Two of the most prominent are fiscal and geopolitical: the prospec-
tive cost and the willingness of states along the first island chain to 
cooperate. But despite the price tag of a new posture, the defense 
community in the United States is beginning to realize that current 
projected cuts in the Pentagon’s defense budget do not square with 
today’s increasingly dangerous security environment. The National 
Defense Panel, a bipartisan group of U.S. defense experts, recently 
recommended that the Obama administration and Congress restore 
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defense spending to the levels projected in the Pentagon’s original 
budget for fiscal year 2012. Adopting that recommendation would 
substantially increase the Pentagon’s resources over the next decade.

The Pentagon can also make the argument that investing in Archipe-
lagic Defense could yield future returns beyond the western Pacific. For 
example, the so-called AirLand Battle concept, which was developed in 
the 1970s and helped deter a Warsaw Pact attack on nato, succeeded 
not only in central Europe; the United States and its allies also relied on 
it, in modified form, during the 1990–91 Persian Gulf War. Similarly, 
the Pentagon could employ many of the capabilities associated with 
Archipelagic Defense to defend other critical regions, including allies 
and partners near the Persian Gulf and the Baltic Sea.

If the Defense Department cannot secure budget increases, it can 
still make changes to better match its overall posture to the current 
security environment. To cite but one example, the Pentagon still 
earmarks a significant number of ground forces to defend South Korea 
from a North Korean attack. yet a large-scale invasion is unlikely; 
the greater threat is that Pyongyang could launch a strike with missiles 
armed with nuclear or chemical warheads. In any event, South Korea 
has a population that is twice as large as its enemy’s and a per capita 
income that is more than 15 times as large. Seoul can and should 
shoulder a greater portion of the burden of its own defense against a 
traditional ground invasion.

Even with the right resources, dealing with a welter of regional 
allies and partners will undoubtedly prove challenging. U.S. ground 
forces would have to play different roles depending on the country. 
Japan, with formidable capabilities of its own, could bolster its 
ground defenses without much U.S. support. By contrast, U.S. 
ground forces would probably need to take on a larger role in the 
Philippines. In both countries, a greater U.S. ground presence would 
provide a level of assurance that air and maritime forces, which can 
be quickly withdrawn, cannot. Taiwan, meanwhile, given the absence 
of diplomatic relations with the United States, would have to act 
with little or no assistance.

Several countries, Japan and Vietnam in particular, have already 
suggested that they are serious about fielding the kind of robust defenses 
that would be required for Archipelagic Defense. Other states beyond 
the first island chain, including Australia and Singapore, appear inclined 
to provide basing and logistical support. But just as it took nato well 
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over a decade to establish a formidable conventional deterrent to the 
Warsaw Pact, the United States and its allies cannot establish Archipe-
lagic Defense overnight.

Committing to the strategy now would have the advantage of 
allowing Washington and its friends to spread the expense of fielding 
such forces over time. In the meantime, given the region’s ongoing 
military competition, the United States and its allies along the first 
island chain must make a persistent, sustained effort to preserve 
regional stability and prosperity. Of course, Archipelagic Defense 
would provide no more of a panacea against all forms of Chinese 
aggression than nato’s conventional deterrent solved the problems 
once posed by Moscow’s wars of national liberation and nuclear 
buildup. But establishing such a posture would represent an essential—
and long-overdue—first step in counterbalancing China’s revision-
ist ambitions.∂
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ISIS Is Not a Terrorist 
Group
Why Counterterrorism Won’t Stop the 
Latest Jihadist Threat

Audrey Kurth Cronin 

A fter 9/11, many within the U.S. national security establish-
ment worried that, following decades of preparation for 
confronting conventional enemies, Washington was unready 

for the challenge posed by an unconventional adversary such as al Qaeda. 
So over the next decade, the United States built an elaborate bureau-
cratic structure to fight the jihadist organization, adapting its military 
and its intelligence and law enforcement agencies to the tasks of counter-
terrorism and counterinsurgency. 

Now, however, a different group, the Islamic State of Iraq and al-
Sham (isis), which also calls itself the Islamic State, has supplanted 
al Qaeda as the jihadist threat of greatest concern. Isis’ ideology, 
rhetoric, and long-term goals are similar to al Qaeda’s, and the two 
groups were once formally allied. So many observers assume that the 
current challenge is simply to refocus Washington’s now-formidable 
counterterrorism apparatus on a new target. 

But isis is not al Qaeda. It is not an outgrowth or a part of the older 
radical Islamist organization, nor does it represent the next phase in its 
evolution. Although al Qaeda remains dangerous—especially its 
affiliates in North Africa and yemen—isis is its successor. Isis repre-
sents the post–al Qaeda jihadist threat. 

In a nationally televised speech last September explaining his plan to 
“degrade and ultimately destroy” isis, U.S. President Barack Obama 
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drew a straight line between the group and al Qaeda and claimed that 
isis is “a terrorist organization, pure and simple.” This was mistaken; 
isis hardly fits that description, and indeed, although it uses terrorism 
as a tactic, it is not really a terrorist organization at all. Terrorist net-
works, such as al Qaeda, generally have only dozens or hundreds of 
members, attack civilians, do not hold territory, and cannot directly 
confront military forces. Isis, on the other hand, boasts some 30,000 
fighters, holds territory in both Iraq and Syria, maintains extensive 
military capabilities, controls lines of communication, commands infra-
structure, funds itself, and engages in sophisticated military operations. 
If isis is purely and simply anything, it is a pseudo-state led by a 
conventional army. And that is why the counterterrorism and counter-
insurgency strategies that greatly diminished the threat from al Qaeda 
will not work against isis. 

Washington has been slow to adapt its policies in Iraq and Syria to 
the true nature of the threat from isis. In Syria, U.S. counterterrorism 
has mostly prioritized the bombing of al Qaeda affiliates, which has given 
an edge to isis and has also provided the Assad regime with the oppor-
tunity to crush U.S.-allied moderate Syrian rebels. In Iraq, Washington 
continues to rely on a form of counterinsurgency, depending on the 
central government in Baghdad to regain its lost legitimacy, unite the 
country, and build indigenous forces to defeat isis. These approaches 
were developed to meet a different threat, and they have been overtaken 
by events. What’s needed now is a strategy of “offensive containment”: 
a combination of limited military tactics and a broad diplomatic strategy 
to halt isis’ expansion, isolate the group, and degrade its capabilities.

diFFerent strokes
The differences between al Qaeda and isis are partly rooted in their 
histories. Al Qaeda came into being in the aftermath of the 1979 Soviet 
invasion of Afghanistan. Its leaders’ worldviews and strategic thinking 
were shaped by the ten-year war against Soviet occupation, when thou-
sands of Muslim militants, including Osama bin Laden, converged on 
the country. As the organization coalesced, it took the form of a global 
network focused on carrying out spectacular attacks against Western 
or Western-allied targets, with the goal of rallying Muslims to join a 
global confrontation with secular powers near and far. 

Isis came into being thanks to the 2003 U.S. invasion of Iraq. In its 
earliest incarnation, it was just one of a number of Sunni extremist 

March_April_2015.indb   88 1/19/15   7:09 PM



ISIS Is Not a Terrorist Group

 March/April  2015 89

groups fighting U.S. forces and attacking Shiite civilians in an attempt 
to foment a sectarian civil war. At that time, it was called al Qaeda in 
Iraq (aqi), and its leader, Abu Musab al-Zarqawi, had pledged allegiance 
to bin Laden. Zarqawi was killed by a U.S. air strike in 2006, and soon 
after, aqi was nearly wiped out when Sunni tribes decided to partner 
with the Americans to confront the jihadists. But the defeat was tem-
porary; aqi renewed itself inside U.S.-run prisons in Iraq, where 
insurgents and terrorist operatives connected and formed networks—
and where the group’s current chief and self-proclaimed caliph, Abu 
Bakr al-Baghdadi, first distinguished himself as a leader.

In 2011, as a revolt against the Assad regime in Syria expanded into 
a full-blown civil war, the group took advantage of the chaos, seizing 
territory in Syria’s northeast, establishing a base of operations, and re-
branding itself as isis. In Iraq, the group 
continued to capitalize on the weakness 
of the central state and to exploit the 
country’s sectarian strife, which intensi-
fied after U.S. combat forces withdrew. 
With the Americans gone, Iraqi Prime 
Minister Nouri al-Maliki pursued a 
hard-line pro-Shiite agenda, further 
alienating Sunni Arabs throughout the country. Isis now counts 
among its members Iraqi Sunni tribal leaders, former anti-U.S. in-
surgents, and even secular former Iraqi military officers who seek 
to regain the power and security they enjoyed during the Saddam 
Hussein era. 

The group’s territorial conquest in Iraq came as a shock. When isis 
captured Fallujah and Ramadi in January 2014, most analysts predicted 
that the U.S.-trained Iraqi security forces would contain the threat. But 
in June, amid mass desertions from the Iraqi army, isis moved toward 
Baghdad, capturing Mosul, Tikrit, al-Qaim, and numerous other Iraqi 
towns. By the end of the month, isis had renamed itself the Islamic 
State and had proclaimed the territory under its control to be a new 
caliphate. Meanwhile, according to U.S. intelligence estimates, 
some 15,000 foreign fighters from 80 countries flocked to the region 
to join isis, at the rate of around 1,000 per month. Although most 
of these recruits came from Muslim-majority countries, such as Tunisia 
and Saudi Arabia, some also hailed from Australia, China, Russia, and 
western European countries. Isis has even managed to attract some 

The strategies that greatly 
diminished the threat from 
al Qaeda will not work 
against ISIS. 
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American teenagers, boys and girls alike, from ordinary middle-class 
homes in Denver, Minneapolis, and the suburbs of Chicago. 

As isis has grown, its goals and intentions have become clearer. 
Al Qaeda conceived of itself as the vanguard of a global insurgency 
mobilizing Muslim communities against secular rule. Isis, in contrast, 
seeks to control territory and create a “pure” Sunni Islamist state gov-
erned by a brutal interpretation of sharia; to immediately obliterate the 
political borders of the Middle East that were created by Western powers 
in the twentieth century; and to position itself as the sole political, reli-
gious, and military authority over all of the world’s Muslims. 

not the usual susPects 
Since isis’ origins and goals differ markedly from al Qaeda’s, the two 
groups operate in completely different ways. That is why a U.S. counter-
terrorism strategy custom-made to fight al Qaeda does not fit the 
struggle against isis. 

In the post-9/11 era, the United States has built up a trillion-dollar 
infrastructure of intelligence, law enforcement, and military operations 
aimed at al Qaeda and its affiliates. According to a 2010 investigation 
by The Washington Post, some 263 U.S. government organizations were 
created or reorganized in response to the 9/11 attacks, including the 
Department of Homeland Security, the National Counterterrorism 
Center, and the Transportation Security Administration. Each year, 
U.S. intelligence agencies produce some 50,000 reports on terrorism. 
Fifty-one U.S. federal organizations and military commands track the 
flow of money to and from terrorist networks. This structure has helped 
make terrorist attacks on U.S. soil exceedingly rare. In that sense, the 
system has worked. But it is not well suited for dealing with isis, which 
presents a different sort of challenge. 

Consider first the tremendous U.S. military and intelligence cam-
paign to capture or kill al Qaeda’s core leadership through drone strikes 
and Special Forces raids. Some 75 percent of the leaders of the core 
al Qaeda group have been killed by raids and armed drones, a technol-
ogy well suited to the task of going after targets hiding in rural areas, 
where the risk of accidentally killing civilians is lower. 

Such tactics, however, don’t hold much promise for combating isis. 
The group’s fighters and leaders cluster in urban areas, where they are 
well integrated into civilian populations and usually surrounded by 
buildings, making drone strikes and raids much harder to carry out. And 
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simply killing isis’ leaders would not cripple the organization. They gov-
ern a functioning pseudo-state with a complex administrative structure. 
At the top of the military command is the emirate, which consists of 
Baghdadi and two deputies, both of whom formerly served as generals in 
the Saddam-era Iraqi army: Abu Ali al-Anbari, who controls isis’ opera-
tions in Syria, and Abu Muslim al-Turkmani, who controls operations in 
Iraq. Isis’ civilian bureaucracy is supervised by 12 administrators who 
govern territories in Iraq and Syria, overseeing councils that handle mat-
ters such as finances, media, and religious affairs. Although it is hardly the 
model government depicted in isis’ propaganda videos, this pseudo-state 
would carry on quite ably without Baghdadi or his closest lieutenants. 

Isis also poses a daunting challenge to traditional U.S. counter-
terrorism tactics that take aim at jihadist financing, propaganda, and 
recruitment. Cutting off al Qaeda’s funding has been one of U.S. counter-
terrorism’s most impressive success stories. Soon after the 9/11 attacks, 
the fbi and the cia began to coordinate closely on financial intelligence, 
and they were soon joined by the Department of Defense. Fbi agents 
embedded with U.S. military units during the 2003 invasion of Iraq and 
debriefed suspected terrorists detained at the U.S. facility at Guantá-
namo Bay, Cuba. In 2004, the U.S. Trea-
sury Department established the Office 
of Terrorism and Financial Intelligence, 
which has cut deeply into al Qaeda’s abil-
ity to profit from money laundering and 
receive funds under the cover of chari-
table giving. A global network for countering terrorist financing has also 
emerged, backed by the un, the eu, and hundreds of cooperating gov-
ernments. The result has been a serious squeeze on al Qaeda’s financing; 
by 2011, the Treasury Department reported that al Qaeda was “strug-
gling to secure steady financing to plan and execute terrorist attacks.”

But such tools contribute little to the fight against isis, because isis 
does not need outside funding. Holding territory has allowed the group 
to build a self-sustaining financial model unthinkable for most terrorist 
groups. Beginning in 2012, isis gradually took over key oil assets in east-
ern Syria; it now controls an estimated 60 percent of the country’s oil 
production capacity. Meanwhile, during its push into Iraq last summer, 
isis also seized seven oil-producing operations in that country. The 
group manages to sell some of this oil on the black market in Iraq and 
Syria—including, according to some reports, to the Assad regime itself. 

ISIS’ sales pitch to recruits 
is conquest in all its forms, 
including the sexual kind.
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Isis also smuggles oil out of Iraq and Syria into Jordan and Turkey, 
where it finds plenty of buyers happy to pay below-market prices for 
illicit crude. All told, isis’ revenue from oil is estimated to be between 
$1 million and $3 million per day. 

And oil is only one element in the group’s financial portfolio. Last 
June, when isis seized control of the northern Iraqi city of Mosul, it 
looted the provincial central bank and other smaller banks and plun-
dered antiquities to sell on the black market. It steals jewelry, cars, ma-
chinery, and livestock from conquered residents. The group also controls 
major transportation arteries in western Iraq, allowing it to tax the 
movement of goods and charge tolls. It even earns revenue from cotton 
and wheat grown in Raqqa, the breadbasket of Syria. 

Of course, like terrorist groups, isis also takes hostages, demanding 
tens of millions of dollars in ransom payments. But more important to 
the group’s finances is a wide-ranging extortion racket that targets own-
ers and producers in isis territory, taxing everything from small family 
farms to large enterprises such as cell-phone service providers, water 
delivery companies, and electric utilities. The enterprise is so complex 
that the U.S. Treasury has declined to estimate isis’ total assets and 
revenues, but isis is clearly a highly diversified enterprise whose wealth 
dwarfs that of any terrorist organization. And there is little evidence that 
Washington has succeeded in reducing the group’s coffers. 

sex and the single jihadist
Another aspect of U.S. counterterrorism that has worked well against 
al Qaeda is the effort to delegitimize the group by publicizing its 
targeting errors and violent excesses—or by helping U.S. allies do so. 
Al Qaeda’s attacks frequently kill Muslims, and the group’s leaders 
are highly sensitive to the risk this poses to their image as the van-
guard of a mass Muslim movement. Attacks in Morocco, Saudi Ara-
bia, and Turkey in 2003; Spain in 2004; and Jordan and the United 
Kingdom in 2005 all resulted in Muslim casualties that outraged 
members of Islamic communities everywhere and reduced support 
for al Qaeda across the Muslim world. The group has steadily lost 
popular support since around 2007; today, al Qaeda is widely reviled 
in the Muslim world. The Pew Research Center surveyed nearly 
9,000 Muslims in 11 countries in 2013 and found a high median 
level of disapproval of al Qaeda: 57 percent. In many countries, the 
number was far higher: 96 percent of Muslims polled in Lebanon, 
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81 percent in Jordan, 73 percent in Turkey, and 69 percent in Egypt 
held an unfavorable view of al Qaeda.

Isis, however, seems impervious to the risk of a backlash. In pro-
claiming himself the caliph, Baghdadi made a bold (if absurd) claim to 
religious authority. But isis’ core message is about raw power and re-
venge, not legitimacy. Its brutality—videotaped beheadings, mass exe-
cutions—is designed to intimidate foes and suppress dissent. Revulsion 
among Muslims at such cruelty might eventually undermine isis. But 
for the time being, Washington’s focus on isis’ savagery only helps the 
group augment its aura of strength.

For similar reasons, it has proved difficult for the United States and 
its partners to combat the recruitment efforts that have attracted so 
many young Muslims to isis’ ranks. The core al Qaeda group attracted 
followers with religious arguments and a pseudo-scholarly message of 
altruism for the sake of the ummah, the global Muslim community. Bin 
Laden and his longtime second-in-command and successor, Ayman al-
Zawahiri, carefully constructed an image of religious legitimacy and pi-
ety. In their propaganda videos, the men appeared as ascetic warriors, 
sitting on the ground in caves, studying in libraries, or taking refuge in 
remote camps. Although some of al Qaeda’s affiliates have better recruit-
ing pitches, the core group cast the establishment of a caliphate as a 
long-term, almost utopian goal: educating and mobilizing the ummah 
came first. In al Qaeda, there is no place for alcohol or women. In this 
sense, al Qaeda’s image is deeply unsexy; indeed, for the young al Qaeda 
recruit, sex itself comes only after marriage—or martyrdom. 
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On a roll: an ISIS fighter in Raqqa, Syria, June 2014
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Even for the angriest young Muslim man, this might be a bit of a 
hard sell. Al Qaeda’s leaders’ attempts to depict themselves as moral—
even moralistic—figures have limited their appeal. Successful deradi-
calization programs in places such as Indonesia and Singapore have 
zeroed in on the mismatch between what al Qaeda offers and what 
most young people are really interested in, encouraging militants to 
reintegrate into society, where their more prosaic hopes and desires 
might be fulfilled more readily. 

Isis, in contrast, offers a very different message for young men, and 
sometimes women. The group attracts followers yearning for not only 
religious righteousness but also adventure, personal power, and a sense 
of self and community. And, of course, some people just want to kill—
and isis welcomes them, too. The group’s brutal violence attracts atten-
tion, demonstrates dominance, and draws people to the action. 

Isis operates in urban settings and offers recruits immediate oppor-
tunities to fight. It advertises by distributing exhilarating podcasts 
produced by individual fighters on the frontlines. The group also 
procures sexual partners for its male recruits; some of these women 
volunteer for this role, but most of them are coerced or even enslaved. 
The group barely bothers to justify this behavior in religious terms; its 
sales pitch is conquest in all its forms, including the sexual kind. And 
it has already established a self-styled caliphate, with Baghdadi as the 
caliph, thus making present (if only in a limited way, for now) what 
al Qaeda generally held out as something more akin to a utopian future.

In short, isis offers short-term, primitive gratification. It does not 
radicalize people in ways that can be countered by appeals to logic. 
Teenagers are attracted to the group without even understanding 
what it is, and older fighters just want to be associated with isis’ suc-
cess. Compared with fighting al Qaeda’s relatively austere message, 
Washington has found it much harder to counter isis’ more visceral 
appeal, perhaps for a very simple reason: a desire for power, agency, 
and instant results also pervades American culture. 

2015 ≠ 2006
Counterterrorism wasn’t the only element of national security prac-
tice that Washington rediscovered and reinvigorated after 9/11; coun-
terinsurgency also enjoyed a renaissance. As chaos erupted in Iraq 
in the aftermath of the U.S. invasion and occupation of 2003, the 
U.S. military grudgingly starting thinking about counterinsurgency, a 
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subject that had fallen out of favor in the national security establish-
ment after the Vietnam War. The most successful application of U.S. 
counterinsurgency doctrine was the 2007 “surge” in Iraq, overseen by 
General David Petraeus. In 2006, as violence peaked in Sunni-
dominated Anbar Province, U.S. officials concluded that the United 
States was losing the war. In response, President George W. Bush 
decided to send an additional 20,000 U.S. troops to Iraq. General 
John Allen, then serving as deputy commander of the multinational 
forces in Anbar, cultivated relationships with local Sunni tribes and 
nurtured the so-called Sunni Awakening, in which some 40 Sunni 
tribes or subtribes essentially switched sides and decided to fight with 
the newly augmented U.S. forces against aqi. By the summer of 2008, 
the number of insurgent attacks had fallen by more than 80 percent.

Looking at the extent of isis’ recent gains in Sunni areas of Iraq, 
which have undone much of the progress made in the surge, some have 
argued that Washington should respond with a second application of the 
Iraq war’s counterinsurgency strategy. And the White House seems at 
least partly persuaded by this line of thinking: last year, Obama asked 
Allen to act as a special envoy for building an anti-isis coalition in the 
region. There is a certain logic to this approach, since isis draws support 
from many of the same insurgent groups that the surge and the Sunni 
Awakening neutralized—groups that have reemerged as threats thanks 
to the vacuum created by the withdrawal of U.S. forces in 2011 and 
Maliki’s sectarian rule in Baghdad. 

But vast differences exist between the situation today and the one 
that Washington faced in 2006, and the logic of U.S. counterinsurgency 
does not suit the struggle against isis. The United States cannot win the 
hearts and minds of Iraq’s Sunni Arabs, because the Maliki government 
has already lost them. The Shiite-dominated Iraqi government has so 
badly undercut its own political legitimacy that it might be impossible 
to restore it. Moreover, the United States no longer occupies Iraq. Wash-
ington can send in more troops, but it cannot lend legitimacy to a 
government it no longer controls. Isis is less an insurgent group fight-
ing against an established government than one party in a conventional 
civil war between a breakaway territory and a weak central state. 

divide and conQuer?
The United States has relied on counterinsurgency strategy not only 
to reverse Iraq’s slide into state failure but also to serve as a model for 
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how to combat the wider jihadist movement. Al Qaeda expanded by 
persuading Muslim militant groups all over the world to turn their 
more narrowly targeted nationalist campaigns into nodes in al Qaeda’s 
global jihad—and, sometimes, to convert themselves into al Qaeda 
affiliates. But there was little commonality in the visions pursued by 
Chechen, Filipino, Indonesian, Kashmiri, Palestinian, and Uighur 
militants, all of whom bin Laden tried to draw into al Qaeda’s tent, 
and al Qaeda often had trouble fully reconciling its own goals with the 
interests of its far-flung affiliates.

That created a vulnerability, and the United States and its allies sought 
to exploit it. Governments in Indonesia and the Philippines won dra-
matic victories against al Qaeda affiliates in their countries by combining 
counterterrorism operations with relationship building in local commu-
nities, instituting deradicalization programs, providing religious training 
in prisons, using rehabilitated former terrorist operatives as government 
spokespeople, and sometimes negotiating over local grievances.

Some observers have called for Washington to apply the same strategy 
to isis by attempting to expose the fault lines between the group’s secular 
former Iraqi army officers, Sunni tribal leaders, and Sunni resistance 
fighters, on the one hand, and its veteran jihadists, on the other. But it’s 
too late for that approach to work. Isis is now led by well-trained, capable 
former Iraqi military leaders who know U.S. techniques and habits 
because Washington helped train them. And after routing Iraqi army 
units and taking their U.S.-supplied equipment, isis is now armed with 
American tanks, artillery, armored Humvees, and mine-resistant vehicles.

Perhaps isis’ harsh religious fanaticism will eventually prove too much 
for their secular former Baathist allies. But for now, the Saddam-era 
officers are far from reluctant warriors for isis: rather, they are leading 
the charge. In their hands, isis has developed a sophisticated light-
infantry army, brandishing American weapons.

Of course, this opens up a third possible approach to isis, besides 
counterterrorism and counterinsurgency: a full-on conventional war 
against the group, waged with the goal of completely destroying it. Such 
a war would be folly. After experiencing more than a decade of continu-
ous war, the American public simply would not support the long-term 
occupation and intense fighting that would be required to obliterate isis. 
The pursuit of a full-fledged military campaign would exhaust U.S. 
resources and offer little hope of obtaining the objective. Wars pursued 
at odds with political reality cannot be won. 
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containing the threat
The sobering fact is that the United States has no good military op-
tions in its fight against isis. Neither counterterrorism, nor counter-
insurgency, nor conventional warfare is likely to afford Washington a 
clear-cut victory against the group. For the time being, at least, the 
policy that best matches ends and means and that has the best chance 
of securing U.S. interests is one of offensive containment: combining 
a limited military campaign with a major diplomatic and economic 
effort to weaken isis and align the interests of the many countries that 
are threatened by the group’s advance.

Isis is not merely an American problem. The wars in Iraq and Syria 
involve not only regional players but also major global actors, such as 
Russia, Turkey, Iran, Saudi Arabia, and other Gulf states. Washington 
must stop behaving as if it can fix the region’s problems with military 
force and instead resurrect its role as a diplomatic superpower. 

Of course, U.S. military force would be an important part of an of-
fensive containment policy. Air strikes can pin isis down, and cutting off 
its supply of technology, weapons, and ammunition by choking off 
smuggling routes would further weaken the group. Meanwhile, the 
United States should continue to advise and support the Iraqi military, 
assist regional forces such as the Kurdish Pesh Merga, and provide 
humanitarian assistance to civilians fleeing isis’ territory. Washington 
should also expand its assistance to neighboring countries such as Jordan 
and Lebanon, which are struggling to contend with the massive flow of 
refugees from Syria. But putting more U.S. troops on the ground would 
be counterproductive, entangling the United States in an unwinnable 
war that could go on for decades. The United States cannot rebuild the 
Iraqi state or determine the outcome of the Syrian civil war. Frustrating 
as it might be to some, when it comes to military action, Washington 
should stick to a realistic course that recognizes the limitations of U.S. 
military force as a long-term solution.

 The Obama administration’s recently convened “summit on counter-
ing violent extremism”—which brought world leaders to Washington to 
discuss how to combat radical jihadism—was a valuable exercise. But 
although it highlighted the existing threat posed by al Qaeda’s regional 
affiliates, it also reinforced the idea that isis is primarily a counter-
terrorism challenge. In fact, isis poses a much greater risk: it seeks 
to challenge the current international order, and, unlike the greatly 
diminished core al Qaeda organization, it is coming closer to actually 
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achieving that goal. The United States cannot single-handedly defend 
the region and the world from an aggressive revisionist theocratic state—
nor should it. The major powers must develop a common diplomatic, 
economic, and military approach to ensure that this pseudo-state is 
tightly contained and treated as a global pariah. The good news is 
that no government supports isis; the group has managed to make 
itself an enemy of every state in the region—and, indeed, the world. 
To exploit that fact, Washington should pursue a more aggressive, 
top-level diplomatic agenda with major powers and regional players, 
including Iran, Saudi Arabia, France, Germany, the United Kingdom, 
Russia, and even China, as well as Iraq’s and Syria’s neighbors, to 
design a unified response to isis.

That response must go beyond making a mutual commitment to 
prevent the radicalization and recruitment of would-be jihadists and 
beyond the regional military coalition that the United States has 
built. The major powers and regional players must agree to stiffen 
the international arms embargo currently imposed on isis, enact 
more vigorous sanctions against the group, conduct joint border 
patrols, provide more aid for displaced persons and refugees, and 
strengthen un peacekeeping missions in countries that border Iraq and 
Syria. Although some of these tools overlap with counterterrorism, 
they should be put in the service of a strategy for fighting an enemy 
more akin to a state actor: isis is not a nuclear power, but the group 
represents a threat to international stability equivalent to that posed 
by North Korea. It should be treated no less seriously.

Given that political posturing over U.S. foreign policy will only 
intensify as the 2016 U.S. presidential election approaches, the White 
House would likely face numerous attacks on a containment approach 
that would satisfy neither the hawkish nor the anti-interventionist 
camp within the U.S. national security establishment. In the face of 
such criticism, the United States must stay committed to fighting 
isis over the long term in a manner that matches ends with means, 
calibrating and improving U.S. efforts to contain the group by moving 
past outmoded forms of counterterrorism and counterinsurgency 
while also resisting pressure to cross the threshold into full-fledged 
war. Over time, the successful containment of isis might open up 
better policy options. But for the foreseeable future, containment is 
the best policy that the United States can pursue.∂
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ISIOLO COUNTY
The Heart of Kenya
Isiolo County has been referred to as the 
next frontier.  The county has been targeted 
by the Vision 2030 initiative in Kenya to 
become the next economic hub. With new 
railroads, an international airport and the 
Lappset project underway, Isiolo County will 
become the major transport node. Furthermore, 
Isiolo County sits on one of the world’s richest 
hydrocarbon belts, and is diversifying its economy 
through the creation of a resort city. 

The Heart of Kenya

For more information visit: www.isiolo.go.ke 

he newly devolved system of governance stands as 
the most impactful institutional reform of Kenya since 
its independence in 1963. With the implementation of 
the 2010 constitution, approximately one third of the 
national government’s functions have trickled down and 
been shared with forty-seven county governments lead 
by governors. The devolved system allows for a more 
equitable distribution of funds, and thus once marginal-
ized regions are now prospering. H.E. Governor Go-
dana Doyo stated, “With devolution, opportunities have 
opened up for all regions across Kenya, including those 
that were previously disregarded.” Due to devolution 
creating untapped markets and opportunities, foreign 
investors have been pursuing hotbeds outside of the 
capital city of Nairobi.   

 Due to H.E. Governor Godana Doyo’s determina-
tion and strategic approach, Isiolo County is fully capi-
talizing on the benefi ts devolution offers. The Gover-
nor stated, “Due to devolution, the county is gearing 
up for a better future and lucrative investment op-
portunities.” Isiolo County is recognized as the heart 
of Kenya and an economic and transport hub. It has 
been targeted by the central government’s Vision 2030 
initiative to open up the Northern half of Kenya to 
infrastructural development and act as the gateway 
between Northern and Southern Kenya. The county is 
strategically positioned along the LAPSSET transport 

corridor connecting Lamu port to South Sudan and 
Ethiopia. Isiolo International Airport further facilitates 
logistics and has opened up market access as the fun-
damental outlet for miraa and horticulture products 
exported from the Mount Kenya region. 

Furthermore, Isiolo County sits on one of the world’s 
richest hydrocarbon belts. The county is fully utilizing this 
potential, and oil exploration efforts are underway. Coal 
mining and the mining of precious stones including blue 
sapphire and rubies also contribute to the vast amount of 
natural resources in the county. Under strong leadership, 
Isiolo is positioned to become an economic giant, indus-
trial hub, and international trade center within Kenya.   

Cabinet Secretary of Devolution and Planning, Anne 
Waiguru, believes devolution has the ability to power the 
entire nation’s economy. Her commitment is resolute, 
“We have set up institutions that focus on work, as op-
posed to just politics, and therefore we have managed to 
get Kenyans to understand we are committed to making 
sure devolution works.”

DEVOLUTION IN KENYA
A Promise for a Better Future 
>>  The Governor of Isiolo county shows the way forward  

“With devolution, opportunities have opened 
up for all regions across Kenya, including 
those that were previously disregarded.” 

H.E. Governor Godana Doyo
Governor of Isiolo County
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nvisage looking down on a lion with its cubs from a 
hot air balloon at dusk, with an illuminated mountainscape 
as a backdrop. Enticing safaris are just the beginning of the 
abundant tourist attractions Kenya has to offer, including 
stunning beaches on the Indian Ocean and a vibrant cultur-
al heritage. For decades Kenya has been one of the most 
attractive tourist destinations in Africa. Tourism is a crucial 
industry for Kenya acting as the third largest source for 
foreign exchange revenue in the country.  The tourism sec-
tor’s total contribution to Kenyan GDP in 2013 was 12.1 
percent equaling 5.28 billion USD according to the World 
Travel and Tourism Council.  The sector continues to thrive 
and diversify with the changing times in order to maintain 
its position as a leading tourist destination in the region. 

Cabinet Secretary of the Ministry of East African Affairs, 
Commerce and Tourism, Phyllis Kandie, explained that di-
versifi cation is fundamental to overcoming challenges as-
sociated with the seasonality of the sector in Kenya. Cabi-
net Secretary Kandie stated, “This country is very rich in 
terms of what the tourism sector has to offer the rest 
of the world. Yet, it is vital that we continue to diversify 

our product. We will 
not only depend on the 
coast and wildlife.  We are 
looking at conference and 
business tourism.” 

Under the Tourism Act 2011, the State 
Corporation established the Kenyatta International Con-
vention Centre. Developed to attract and spearhead MICE 
tourism within Kenya, it assists with the promotion of busi-
ness meetings, conferences and exhibitions. The Kenyatta 
International Convention Centre has hosted countless 
international summits, conventions and meetings includ-
ing the Annual Meeting of the Board of Governors of the 
World Bank Group and the International Monetary Fund.  

Cabinet Secretary Phyllis Kandie declared, “We are seek-
ing private sector investors or public-private partnerships 
to help us bring sustainability into the tourism sector with 
this business diversifi cation. We are doing everything pos-
sible to position Kenya so it is easier for investors to come 
in and set base here. Africa is the last frontier. We are not 
going to let foreign investment opportunities pass us by.”     

 >> Kenya off ers unrivalled attractions for leisure and business travel, 
from safaris and pristine beaches to top-notch convention centres

going to let foreign investment opportunities pass us by.”     going to let foreign investment opportunities pass us by.”     

Visit Kenya
E

Jambo!
Welcome to Magical Kenya

Kenya Tourism Federation
www.ktf.co.ke

ktb.go.ke

The Kenyatta International
Convention Centre

Africa’s Premier Meeting Venue
www.kicc.co.ke
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Disrupting the 
Intelligence Community
America’s Spy Agencies Need an Upgrade

Jane Harman 

Some 40 years have passed since the Church Committee’s sweep-
ing investigation of U.S. intelligence practices, fresh on the 
heels of the Watergate scandal. And ten years have gone by since 

the last major reorganization of the country’s spy agencies, enacted in 
the wake of 9/11. Both efforts led to a host of reforms—among them, 
the creation of the Senate and House Intelligence Committees, the 
passage of the Foreign Intelligence Surveillance Act (fisa), and 
the adoption of the Intelligence Reform and Terrorism Prevention 
Act, which I helped shepherd through Congress.

New challenges have prompted talk of change once again. The U.S. 
government’s recently acknowledged drone program, the contractor 
Edward Snowden’s leaks about the National Security Agency’s sur-
veillance activities, and the Senate Intelligence Committee’s recent 
report on cia detention and interrogation practices have fanned public 
anxieties about government overreach. Surprise developments, mean-
while, have blindsided U.S. officials. The disintegration of Syria, the 
Boston Marathon bombing, the precipitous rise of the Islamic State 
of Iraq and al-Sham (isis), the systematic hacking of U.S. computer 
networks—in one way or another, all caught Washington flat-footed. 
Last November, The Washington Post reported that cia Director John 
Brennan was weighing a wholesale reorganization of the agency, one 
that would combine operational and analytic divisions into “hybrid 
units” dedicated to specific regions and threats. The paper’s sources 
described the plans as “among the most ambitious in cia history.”
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Yet rearranging the deck chairs will not be enough to prepare the 
intelligence community for the challenges that lie ahead. Instead, 
Washington must venture beyond the conventional wisdom and 
reckon with an alternative vision of the future. Imagine this: Ten years 
from now, the cia’s primary mission will be covert action, an arena in 
which the agency can make a uniquely valuable contribution to national 
security. The nsa, for its part, will move away from collecting per-
sonal data, since private-sector firms have the resources to do the same 
task. And traditional espionage—the use of spies to gather human 
intelligence—will become less valuable than open-source intelligence, 
especially information gleaned from social media. In each case, change 
will come rapidly. So rather than adapting slowly and haltingly, it may 
well be time to accept reality and steer into the skid.

license to drone
Since President George W. Bush declared a “war on terror” in 2001, 
the cia has gotten extremely good at killing terrorists. The agency’s 
talent for targeted killings has made more than a few people uneasy,  
however, both inside and outside Langley. As Elliot Ackerman, a for-
mer cia paramilitary officer, wrote in The New Yorker last November, 
“The discomfort of my colleagues, where it existed, didn’t stem from 
[targeted killing] itself. . . . The discomfort existed because it felt like 
we were doing something, on a large scale, that we’d sworn not to. 
Most of us felt as though we were violating Executive Order 12333.”

That order, issued by President Ronald Reagan in 1981 in response 
to the Church Committee’s extensively documented findings on illegal 
domestic surveillance and plots to kill foreign leaders, banned the 
U.S. government from planning or carrying out assassinations. But 
government lawyers do not interpret “assassination” as a synonym for 
“targeted killing” when it relates to terrorists, a distinction predating 
Washington’s conflict with al Qaeda. Similar concerns about targeted 
killings arose after the 1983 bombing of the U.S. embassy in Lebanon. 
In that case, as the journalist Walter Pincus later reported for The 
Washington Post, cia discussions produced “an informal agreement 
with the congressional oversight committees that if a covert action 
targeted a terrorist in his apartment plotting to blow up a building, he 
had to be detained. But if the terrorist were found and known to be 
on his way to blow up a building . . . he could be killed if that were the 
only way to stop him.” And as the executive order notes, the intelligence 
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community is charged with conducting “special activities” to protect 
national security, a category under which the drone program falls.

Even so, senior officials remain uncomfortable with the cia’s growing 
paramilitary role, which Brennan himself described during his February 
2013 confirmation hearing as an “aberration” from the agency’s tradi-
tional focus on espionage. In fact, soon after Brennan took the cia’s 
helm, the White House looked poised to shift all drone warfare to 
the Pentagon, which has its own drone program. yet the move never 
happened, in part because the generals balked and Congress couldn’t 
bypass its own committees’ stovepiping. The most important factor, 
however, was the cia’s success. As Michael Hirsh, writing for the 
National Journal, noted in February 2014, experts believe that the cia 
“may simply be much better than the military at killing people in a 
targeted, precise way—and, above all, at ensuring the bad guys they’re 
getting are really bad guys.”

No public data are available to compare the cia’s and the Pentagon’s 
drone programs, but the agency’s has earned high marks from senior 
policymakers. Months before a Pentagon drone strike reportedly hit 
a convoy that included innocent yemeni wedding guests in December 
2013, Democratic Senator Dianne Feinstein of California, then chair 
of the Senate Intelligence Committee, praised the cia’s “patience 
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Cleaning house: CIA headquarters, March 2005
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and discretion” and raised concerns that “the military program has 
not done that nearly as well.”

Critics of keeping a drone program under the cia’s roof con-
tend that the agency’s primary mission should be espionage rather 
than covert action. There’s no reason, the argument goes, that the 
Defense Department could not develop its expertise in carrying 
out secret drone strikes and other deniable operations over time. 
Shifting all drone warfare from the cia to the Pentagon would also 
be perfectly legal; the president could put pen to paper and authorize 
it tomorrow.

The problem, however, is that a central mission of the cia—
developing human intelligence—is getting much tougher to carry 

out. To some extent, that is due to the 
makeup of the agency’s own work 
force. Although the cia now selects 
from a wider pool than it once did 
(when its ranks were, as it was said, 
mostly pale, male, and Yale), the gov-

ernment’s clearance system still freezes out qualified applicants—
even those with critical language skills and cultural acumen—for 
having a grandmother in Baghdad or an uncle in Tunis. Penetrating 
tribal and nonstate groups in the Middle East is difficult enough as 
it is; doing so with few who understand Arab customs or speak a 
variety of Arabic dialects only adds to the danger.

Another factor making human intelligence gathering a harder game 
to play is the broader American political culture. Developing infor-
mants (let alone embedding assets) within terrorist groups is a dicey 
proposition. And regardless of their personal courage or willingness 
to serve, intelligence officers must now operate in a political climate 
that discourages risk taking, because the American public reacts so 
strongly to U.S. casualties—something the fallout from the 2012 
attack on the U.S. compound in Benghazi, Libya, which killed two 
Foreign Service officers and two security personnel, made clear. Of 
course, such political constraints and risk aversion affect the U.S. mil-
itary, too. This is partly why many U.S. policymakers are cool to the 
idea of putting boots on the ground in the fight against isis. The irony 
is that an effective air war relies on precise targeting, which requires 
good intelligence collected on the ground, which itself exposes U.S. 
personnel to the sorts of risks an air war is supposed to avoid.

Follow the money, and one 
arrives at a basic fact: the 
CIA’s edge is paramilitary.
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Public controversy has also imperiled another source of human 
intelligence: interrogations. The Senate Intelligence Committee’s 
multiyear investigation into Bush-era interrogation and detention 
programs has added fuel to the fire, challenging not only the legality 
of so-called enhanced interrogation techniques but also their effec-
tiveness. (In 2003, as a member of Congress, I questioned the program’s 
policy guidance and urged the cia not to destroy videotapes of 
interrogations in a letter to the agency’s then general counsel, Scott 
Muller.) For now, President Barack Obama’s efforts to close the U.S. 
detention facility in Guantánamo Bay, Cuba, and move the terrorist 
suspects to domestic prisons have been hamstrung by congressional 
opposition to holding their trials in the United States. That said, 
the facility’s prison population has shrunk from over 600 in 2003 to 
just 127 as of this writing. All eyes are on the next defense secretary 
to finish the job before Obama’s term ends.

If these trends continue, they will make it difficult for the cia to do 
much of the human intelligence collection it did in the past. So what 
should the intelligence community do? It could outsource some human 
collection to friendly foreign intelligence services that are less risk 
averse and better culturally equipped, such as those in Israel, Jordan, 
and the United Kingdom. The cia could also focus its own collection on 
directly supporting covert operations. And it could continue to improve 
its security clearance process, making it easier, for example, to give tem-
porary or limited clearances to individuals with sorely needed expertise.

But in today’s environment, the cia’s main value added is reflected in 
its finances. According to a leaked copy of the intelligence communi-
ty’s “black,” or classified, budget for 2013, reported in The Washington 
Post, funding for covert action programs ($2.6 billion) has outstripped 
funding for human intelligence ($2.3 billion). Follow the money, and 
one arrives at a basic fact: the cia’s edge is paramilitary.

data mineField
The cia is not the only intelligence agency facing challenges. In the 
wake of the Snowden leaks, the media have depicted the nsa as an 
all-powerful agency with a limitless appetite for personal data and few 
barriers to getting it. In an ongoing debate, civil liberties advocates 
have faced off against national security hawks, with both sides sharing 
a single flawed assumption: that the nsa’s competitive advantage is in 
the mass collection of data.
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In fact, the nsa’s digital dragnet has never been as sweeping as its 
most vocal critics like to insinuate, and Congress amended fisa in 
2008 to ensure that the agency’s data collection was carefully circum-
scribed and reviewed by the Foreign Intelligence Surveillance Court. 
What’s more, new proposals to limit the nsa’s programs further are 
gathering steam, and U.S. technology firms are taking increasingly 
dramatic steps to protect their customers’ data.

Indeed, the nsa’s future will be shaped, more than anything else, 
by its relationship with Silicon Valley—one in which the agency is 
fast becoming the junior partner. One can doubt the sincerity of 

the technology community’s outrage 
over the nsa’s surveillance practices—
doubt, for example, that the Facebook 
co-founder Mark Zuckerberg, whose 
company reportedly stores petabytes’ 
worth of data about its billion-plus 
active monthly users, was shocked at 
the thought of mass data collection. 

But Silicon Valley’s reaction has bite, and the outcome has been an 
encryption drag race that has top government officials panicking. 
Rather than fight surveillance policies in court, where the govern-
ment has an overwhelming edge, companies such as Apple, Face-
book, and Google have responded in cyberspace. To satisfy a global 
customer base with strict privacy expectations, they’ve developed 
technical capabilities to put customer data under lock and key.

Apple now dedicates a section of its website to “government infor-
mation requests,” which isn’t a page about how cheerily they comply. 
“Our commitment to customer privacy doesn’t stop because of a gov-
ernment information request,” it reads. Apple iPhones running the 
latest operating system, iOS 8, have their data encrypted and hidden 
behind a passcode that makes it, in Apple’s words, “not technically 
feasible for [Apple] to respond to government warrants for the extrac-
tion of this data.” Google has followed suit, adding a similar function 
to Android phones. Other agencies are feeling the ripple effects. Last 
October, James Comey, the director of the fbi, said that the bureau 
was “struggling to . . . maintain [its] ability to actually collect the 
communications [it is] authorized to collect.”

For years now, there has been a growing gap between the technical 
capacity of the public sector and that of the private sector. Like the 

The “dip party,” where spies 
would eavesdrop over 
cocktails, has gone the way 
of the dodo.
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cia, the nsa has a recruitment problem. The agency lies on the wrong 
side of a generational divide on privacy; it also has no hope of match-
ing the stratospheric salaries that firms such as Facebook offer even 
their interns. The security clearance system has made matters worse, 
putting candidates through the wringer over marijuana use and illegal 
music downloads. Some nsa hiring practices have improved, but no 
one expects that the agency will be able to outcompete technology 
firms for top talent anytime soon.

Over the long run, then, Washington won’t win a digital compe-
tition with Silicon Valley. And now that the government needs the 
private sector more than the private sector needs it, the most important 
task is to rebuild trust between the two. True, the nsa could look 
for ways to get around technology companies’ defenses, but any 
botched attempts would carry a high political cost. Instead, the 
agency needs to keep serving warrants through the front door, 
abide by established legal procedures, and work to persuade the 
public of its respect for privacy. As companies such as Facebook 
and Google become more deeply integrated into global communi-
cations infrastructure—both are reportedly looking into providing 
Internet services to the developing world—they could become 
partners with the government in open-source data collection. That 
joint effort, if fisa-compliant and properly explained to the public, 
would be a gold mine for low-cost intelligence collection. But the 
intelligence community needs to make a savvier, more respectful 
pitch to the private sector, one that recognizes the digital balance 
of power. The goal should be to turn privacy and security into a 
positive-sum game: to guarantee more of both.

What role does that leave for the nsa? Its top priorities should be 
code-making, code-breaking, and cyberwarfare. Washington will 
still need the capacity to penetrate secure state networks and pre-
vent its enemies, state and nonstate, from doing the same. Although 
the nsa has demonstrated abilities in this sphere, it needs to focus 
on keeping pace with talented Chinese, North Korean, Russian, and 
nonstate hackers.

in Plain sight
The rising power of Internet companies has paralleled another 
force upending the world of intelligence: the exponential growth of 
open-source information. During the Cold War, nothing could match 
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the value of a well-placed mole or a thoroughly bugged bedroom. 
Today, the so-called dip party, where spies would eavesdrop over 
cocktails, has gone the way of the dodo. That’s in large part because 
much of the information policymakers seek is no longer secret. Although 
complicated tradecraft remains useful in some contexts—advanced 
cyberattacks rely on intimate knowledge of human beings, their 
habits, and their software use—the cia doesn’t need an agent in the 
Russian Ministry of Agriculture in order to follow developments in 
Ukraine. Social media, in fact, has provided some of the best reports 
from the ground, allowing bystanders to upload photographs and 
videos as events unfold in real time. Intelligence agencies need to 
take advantage of the technological revolution that allowed a Tunisian 
fruit vendor to spark the Arab Spring, that isis exploits by posting 
barbaric videos designed to attract thousands of followers, and that 
the State Department has begun to embrace on Twitter.

Now that every smartphone user is a potential collector of intelli-
gence, the key is to skillfully sort the data. Although no structural 
obstacle prevents the U.S. intelligence community from doing this 
work well, there remains a strong bias, bordering on elitism, against 
using freely available information. Too often, the preference is to tap 
terrorists’ phones and send spy satellites in search of hidden training 
camps, not to read the tweets of a 19-year-old jihadist. But in an era 
of online radicalization, indoctrination often happens in plain sight.

As the intelligence community moves away from traditional espio-
nage and toward open-source analysis, one of the most important, 
enduring questions in the spy business will take center stage: how 
to protect analysis from being biased by policy preferences. Intelli-
gence reform in 2004 was prompted in large part by just how badly 
the intelligence process went wrong in the lead-up to the U.S. 
invasion of Iraq in 2003 and before the 9/11 attacks in 2001. Policy-
makers rightly wanted—and still want—to ensure that the nation 
never faces anything like those failures again.

The reforms that Congress enacted in 2004 were the right ones for 
their moment. But now the terrain has shifted. When one expands the 
intelligence base to include the vast reams of raw information widely 
available to anyone through open sources, there are infinite ways for 
individual pieces of data to bias policymakers before analysts can 
present the bigger picture. Of course, there have always been ways for 
bias to creep into the briefing process: through analysis that has been 
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crafted with an eye toward specific policy prescriptions, for example, 
or through insistent briefings on a single topic that the president 
hasn’t solicited. Open-source information will make the problem 
worse, but no reorganization or policy change will make it go away. 
People bring prejudices to everything they do; in the end, intelligence 
is only as good as the people who analyze it.

That basic fact won’t change anytime soon, but much else will. To 
borrow from William Gibson, the novelist who gave cyberspace its 
name: “The future is already here—it’s just not very evenly distributed.” 
The trends shaping the intelligence community are detectable: in 
budgets, in organizational charts, and in war zones. Policymakers have 
been slow to notice, as their attention jumps from one crisis to the 
next. But if Washington wants to get ahead of the curve and anticipate 
future flare-ups, that needs to change. As in the past, people are not 
the problem; the country’s analysts and officers continue to serve with 
courage and distinction. The challenge lies instead with a system that 
is less adaptable than the enemies it confronts, hobbled as it is by 
conventional thinking.∂
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in battery technology, driven in part by 
electric-car companies such as Tesla, and 
envisions what’s next.

Naturally, new methods of generating 
and distributing electricity require a 
modernized electrical grid. But the United 
States is stuck with a hundred-year-old 
grid that has proved vulnerable to natural 
disasters and unable to cope with the 
rise of renewable power. Brian Warshay 
shines a light on the flaws in the U.S. grid, 
the billions of dollars in improvements 
under way, and the new technologies that 
could transform the way electricity flows.

Meanwhile, some two billion people 
don’t have access to electricity to begin 
with, a problem that has proved stub-
bornly persistent. yet for those still 
waiting for the electrical revolution to 
arrive, help is on the way. Developed 
countries, writes Morgan Bazilian, are 
beginning to realize that one of the 
best ways to fight poverty is to provide 
energy, since a lack of it lies at the root 
of so many problems. The trick is getting 
policymakers to focus not on small-scale 
fixes but on what has made the biggest 
difference in the past: giant, government-
led electrification projects.

Taken together, these articles send a 
clear message: for the first time since 
the advent of fossil-fuel-generated 
power, electricity is beginning to be 
generated, stored, transmitted, and used 
in fundamentally new ways. yet they 
also suggest that despite this massive 
and unappreciated innovation, there is 
still plenty of room for improvement.

—Gideon Rose, Editor

Over the past several years, the 
shale revolution has upended 
oil and gas markets in the 

United States and the world at large. At 
first, shale development was dismissed 
as unworkable, then it was minimized 
as unsustainable. Now, having helped 
drive a massive drop in the global price 
of oil, it is hailed as an economic and 
geopolitical game changer. But shale 
isn’t the only energy story of interest, 
nor even the only potentially revolution-
ary one. The electricity sector is quietly 
undergoing its own transformation, and 
it is likely to yield dramatic economic 
and social benefits. So we decided to 
take a closer look.

Solar power has often been thought 
to be on the verge of breaking out, but 
the hopes surrounding it have just as 
often been dashed. This time will be 
different, write Dickon Pinner and 
Matt Rogers. Thanks to technological 
innovation, smart government regulation, 
Chinese industrialization, and creative 
financial engineering, solar panels are 
becoming cheaper and more accessible 
than ever, and the consequences—for 
homeowners, electric utilities, and the 
environment—are likely to be profound. 

Batteries, too, have the potential to 
change the world—just as much as shale 
has, should the technology continue to 
improve. That’s because large-scale 
batteries, if used to store electricity for the 
grid, could unlock the potential of renew-
able power, which has been held back 
by its intermittent nature. Steve LeVine 
takes stock of the remarkable cost reduc-
tions and technological improvements 

energy’s hottest sector
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energy’s hottest sector Coal, natural gas, and nuclear 
power are not about to disappear. 

But solar power has begun to  
shift the economics of electricity.

—Dickon Pinner and Matt Rogers
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approach to evaluating solar power’s 
prospects, has projected that by 2050, 
in the best-case scenario, solar energy 
could be the single biggest source of 
power, generating as much as 27 percent 
of electricity worldwide.

If that happens, the consequences 
will be profound. Electricity will reach 
places that have never known what it 
means to get light or heat on demand. 
The price of electricity could fall, and 
utilities will have to figure out how to 
adapt. But the environmental gains, in 
terms of lower emissions of particu-
lates, sulphur, and greenhouse gases, 
would be profound. 

the Power oF PolicY
Four factors lie behind the rise of solar 
power. The first is regulatory support. 
Around the world, governments have 
enacted a range of pro-solar policies, 
including requirements that utilities 
generate a given fraction of their elec-
tricity from solar power, feed-in tariffs 
(a guaranteed price per kilowatt of solar 
power), and subsidies to manufacturers 
of solar panels and the households that 
buy them. Policymakers have supported 
solar power for a number of reasons, 
including a desire to reduce emissions, 
diversify their countries’ energy supplies, 
and create jobs. Perhaps most important, 
they recognized the long-term potential 
of solar power and wanted to foster a 
market for it. 

Germany, the country with among 
the most aggressive polices, added 35 
gigawatts of solar-panel power in the 
last ten years, driving the majority of 
global demand for much of that time. 
In the United States, a set of mandates 
requiring utilities to produce a certain 
amount of electricity from renewable 

Solar Power 
Comes of Age
How Harnessing the Sun 
Got Cheap and Practical

Dickon Pinner and Matt Rogers

Solar power has been declared a 
winner before, only to flounder. 
It’s easy to remain skeptical today, 

given that solar power accounts for less 
than one percent of the global energy 
supply. But it is also expanding faster 
than any other power source, with an 
average growth rate of 50 percent a year 
for the past six years. Annual installations 
of photovoltaic panels increased from 
a capacity of less than 0.3 gigawatts in 
2000 to 45 gigawatts in 2014—enough to 
power more than 7.4 million American 
homes. This time really is different: 
solar power is ready to compete on its 
own terms.

The momentum behind solar power 
is a result of innovations in regulation, 
industry, technology, and financing. In 
a number of markets, it no longer needs 
public subsidies to compete on price 
with conventional power sources, such 
as coal, natural gas, and nuclear power. 
The International Energy Agency, which 
has historically taken a conservative 
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sources and a federal tax credit that allows 
taxpayers to write off 30 percent of the 
cost of installing solar power systems have 
helped the power source take off. From 
2000 to 2013, solar-panel capacity in the 
country increased from 18 megawatts to 
more than 12,000 megawatts—enough to 
power almost two million homes. 

Not surprisingly, regulatory support 
has not always been economically 
efficient, but it has been effective in 
creating enough demand for a large 
solar-panel industry to take shape  
and learn how to compete. Even as the 
industry has endured painful shakeouts—
in the middle years of the last decade, 
in particular, dozens of solar-panel 
manufacturing companies went bank-
rupt—installations have continued to 
soar, and the industry has become much 
more competitive. Almost all solar 
installations in California, for example, 
took state subsidies in 2007. By the end 
of 2013, less than 40 percent did. Federal 
subsidies are still available, of course.

The second factor is industrialization, 
chiefly in China. Beginning around 
2005, manufacturers there entered the 
solar-panel market to chase growing 
global demand, and they now account 
for nearly two-thirds of global produc-
tion of solar panels. Chinese competition 
squeezed profit margins and drove many 
suppliers out of business, but it also led 
to improved production processes and 
new economies of scale, cutting costs 
substantially. 

The last decade has seen technologi-
cal innovations in manufacturing, low 
interest rates, leaner supply chains, and 
improved economies of scale; the price 
of polysilicon, the raw material used to 
make solar panels, fell by 90 percent 
over this period. The net result is that 

the cost of solar panels has fallen by  
80 percent since 2005. Prices are still 
falling, by five to 12 percent in the first 
half of 2014, and there is room for them 
to fall further. So-called soft costs—
meaning the cost of everything but the 
equipment, such as permits, installation, 
and maintenance—account for almost 
two-thirds of the total price tag for 
U.S. residential solar systems. Soft 
costs are about one-third of the price 
tag in Germany, where, among other 
factors, national standards have simpli-
fied installation and streamlined the 
permitting process.

The third factor behind the rise of 
solar power is technological innovation. 
Slowly but steadily, solar panels have 
become more efficient. Efficiency rates 
have peaked at about 20 percent—
meaning that a panel is able to generate 
two watts of electricity for every ten 
watts of sunlight hitting it—but that 
figure could grow as the industry experi-
ments with a number of new techniques 
and materials. If it does, the savings 
could be significant: every percentage-
point increase in efficiency can translate 
into a five percent cost reduction on the 
entire system. There is also room for 
greater efficiency after the electricity is 
generated, when power is lost as direct 
current (produced from the panels) is 
converted to alternating current (required 
for distribution by the electrical grid). 

The fourth and final factor involves 
financing. Setting up a solar system 
entails high up-front costs. It takes about 
$15,000 to $20,000 to install rooftop 
panels on a typical house, and even 
though the investment can pay off over 
time, many households and businesses 
are wary of spending so much cash  
at once. New financing models are 
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from 63 cents per watt in 2014 to about 
40 cents per watt in 2017. Utilities that 
rely on coal and natural gas—commodities 
whose prices are subject to market 
swings—could never be so confident of 
continuous year-on-year reductions. 

The development of technologies to 
store electricity—in particular, batteries—
will also help solar power’s development. 
Without storage, solar power can be 
harnessed only when the sun is shining; 
with storage, it can be used when power 
costs are highest. The costs of battery 
storage have declined by about 70 percent 
over the last five years, and already, 
companies such as SolarCity are pack-
aging solar panels with batteries. The 
price could fall by another 70 percent in 
the next decade as the technology and 
manufacturing methods improve, thanks 

addressing this problem. Under third-
party ownership systems, homeowners 
sign contracts with companies that install 
and maintain the solar panels. In return, 
consumers pay either a set monthly rate 
or a fixed price per unit of power—paying 
no cash out of pocket but still getting 
lower electricity bills. In 2012 and 2013, 
more than two-thirds of the installations 
in California used this financing approach, 
one reason the state is leading the coun-
try when it comes to solar power. 

more For the moneY
Given these trends, it is not a stretch to 
assume that in many markets, the costs 
of solar power will continue to decline 
by eight to 12 percent a year. First Solar, 
an Arizona-based manufacturer, expects 
its solar-module production costs to fall 
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Sunrise: a solar farm in China’s Gansu Province, September 2013

March_April_2015.indb   113 1/19/15   7:09 PM



Dickon Pinner and Matt Rogers

114 f o r e i g n  a f fa i r s

will get stronger. Heeding that logic, 
the Saudi government has unveiled 
plans for two gigawatts of solar power 
by 2015 and 41 gigawatts by 2032.

Japan is not as sunny, but it is also 
betting big on solar power, as it seeks 
alternatives to the nuclear plants it 
closed in the wake of the 2011 Fukushima 
disaster. It has established generous 
feed-in tariffs for solar power and other 
alternative sources. Japan installed more 
than eight gigawatts of solar power in 
2014 and has set an overall goal of having 
renewables account for 20 percent of its 
power by 2030, about double the figure 
before the disaster. There is also room 
for more solar power in Asian countries, 
such as China and South Korea, that rely 
heavily on liquefied natural gas, the price 
of which is linked to oil and can there-
fore swing up and down.

In places that are not yet electrified, 
such as much of South Asia and Africa, 
solar power is usually cheaper and easier 
to access than conventional energy 
sources. In India, where about 100,000 
villages lack access to electricity, solar 
power is already less expensive than the 
likely alternatives, such as coal or diesel 
(and often more reliable). Solar power 
also eliminates the need to wait for 
transmission lines to reach a town. 
India’s new prime minister, Narendra 
Modi, appears to see the benefits, 
announcing in January the ambitious 
goal of building 100 gigawatts of solar 
power by 2022, which could make India 
the largest solar power producer  
in the world. For villages that aren’t 
connected to the electrical grid, the 
combination of solar panels, efficient 
lighting, cell-phone plugs, and electric 
water pumps could improve the quality 
of hundreds of millions of lives.

in part to battery research conducted by 
consumer electronics companies such as 
Panasonic and electric-vehicle companies 
such as Tesla.

It’s not safe to bank on great leaps 
forward in efficiency and storage. But 
even without such advances, solar power 
is making inroads into major markets. 
In the United States, rooftop solar panels 
are already competitive in places with 
lots of sun and high power prices, such 
as Hawaii and parts of California. As 
the cost of solar power continues to 
fall over the next decade, it could make 
economic sense for consumers in a dozen 
U.S. states by 2020 and for specific 
customer segments—such as those with 
high electricity consumption and well-
positioned rooftops—in more than  
25 states by 2030, even without govern-
ment subsidies. In much of Australia 
and central and southern Europe, solar 
power is coming close to reaching an 
economic tipping point. And China, 
where many cities are so dirty that snow 
turns gray by the time it hits the ground, 
is pushing hard, with a goal of installing 
70 gigawatts of solar power by 2017.

In the Middle East, solar power is 
competing against oil-fired electricity 
generation, which costs 12 cents per 
kilowatt-hour. In 2014, the Dubai Elec-
tricity and Water Authority agreed to 
purchase solar power at half that price. 
Solar power now accounts for less than 
100 megawatts of capacity in sunny 
Saudi Arabia, chiefly because oil- 
powered generation is so cheap, with 
providers paying only a little more than 
the cost of production per barrel (about 
$5). As oil-producing countries turn away 
from burning oil domestically in order 
to sell it for higher prices on the inter-
national markets, the case for solar power 
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threatening to hold back on access to 
the grid.

Utilities in parts of the United States 
are beginning to face similar problems. 
Traditionally, U.S. utilities stayed profit-
able by capturing all new demand for 
electricity, but solar power is threatening 
that reliable revenue stream. In the first 
half of 2014, solar power accounted for 
a quarter of new capacity, and a house 
equipped with solar panels doesn’t buy 
as much power from the grid. The result-
ing drop in demand is shrinking the 
amount of new capital that utilities can 
invest, meaning that even if solar power 
continues to generate a relatively small 
fraction of electricity in the United States, 
it could have an outsized effect on the 
industry’s future. In a 2014 survey by 
the consulting company Accenture, 61 
percent of utility executives said that they 
expected to see noticeable revenue losses 
as a result of the spread of distributed 
power sources, including solar power.

Solar power could shake up other 
sectors, too. In the housing industry, 
for example, the spread of rooftop 
solar panels could transform construction 
and design practices. In manufacturing, 
factories could relocate to areas with 
favorable conditions for low-cost solar 
power. In agriculture, hot countries that 
lack fresh water could harness solar 
power for desalinating and pumping 
water, enabling farmers to work previ-
ously infertile land. History suggests 
that when a commodity gets cheaper 
and cheaper, it gets used in new, 
unforeseen ways.

RISKS AND RESILIENCY
Amid all the optimism, it’s worth 
considering what might set back solar 
power. One possibility is that govern-

THE COMING DISRUPTION
As the rates for solar power begin to 
match the rates for traditional energy 
sources in more and more markets, the 
capacity of solar power installed each 
year could increase from about 45 giga-
watts today to more than 200 gigawatts 
by 2025. That would fundamentally 
disrupt the electric power sector. 

In Europe, the proliferation of solar 
panels, wind turbines, and other renew-
able sources is changing the composition 
of the electricity sector. The market 
share of renewables there rose from six 
percent of the total in 2006 to 12 per-
cent by the end of 2013, and it has risen 
much more in some countries. That 
significant new supply, combined with 
low growth (or even shrinkage) in 
demand due to efficiency gains and slow 
economic growth, has helped push down 
the wholesale price of power. The price 
that consumers pay is still high, how-
ever, due to the cost of infrastructure 
plus various taxes. European consumers 
pay an average of roughly 26 cents per 
kilowatt-hour, compared with the 12 cents 
Americans pay.

High prices in Europe have made  
it easier for renewables to compete,  
as have requirements that utilities 
give priority to renewable power on  
the grid. But European utilities are 
suffering in part because of this growth 
in renewables. From a peak of $1.3 
trillion in 2008 to the end of 2013, their 
market value declined by half. In 
2014, Germany’s biggest utility, E.ON, 
announced a radical move: in order to 
focus on renewable power, it will spin 
off its nuclear and fossil fuel power 
plants into a separate company. Japan’s 
utilities, too, have found themselves 
unprepared for the solar surge, and are 
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country after country will be one of 
the most important factors determining 
how fast solar power will scale up and 
how much of it will be centralized (in 
the form of large, faraway solar plants) 
and how much decentralized (on 
rooftops). Both sides could take their 
cues from the telecommunications 
industry. When the monopoly in that 
industry was broken up in the United 
States in the 1980s, new market entrants 
were guaranteed access to the existing 
infrastructure but had to pay reasonable 
fees that compensated existing providers 
for their services, while also leaving room 
for new competition. And it is worth 
remembering that an unprofitable utility 
sector benefits no one; a reliable grid is 
a national necessity. As SolarCity’s ceo, 
Lyndon Rive, told the Financial Times, 
“It is important that there is a grid.”

Compared with the regulatory 
dispute, other challenges look easy  
to deal with. One possible risk is the 
inevitability of higher interest rates 
(interest rates have nowhere to go but 
up), which would raise the costs of 
financing solar power. But there is strong 
demand among institutional investors 
for “yield cos”—publicly traded compa-
nies that package the cash flow from 
renewable energy. These low-risk invest-
ments should help moderate financing 
costs. Besides, higher interest rates 
would also affect other capital-intensive 
alternatives for generating power. 

Another risk is that lower-cost power 
sources, such as natural gas from shale 
deposits, could undercut the economics 
of solar power. In the short term, that 
may happen. In the long term, however, 
natural gas is more friend than foe to solar 
power. Natural gas tends to be a cheap 
and reliable source of flexible power that 

ments might dismantle or weaken their 
supportive policies. That could hurt, as 
it did when Spain cut subsidies in the 
wake of the financial crisis and when 
Germany lowered its feed-in tariffs.  
In both markets, the adoption of solar 
power slowed down, but the industry as 
a whole kept rolling. Indeed, the solar 
industry has proved resilient, coming 
back leaner and stronger from its painful 
shakeout a decade ago. 

The biggest risk in many markets is 
not that government support will go 
away but that long-standing regulatory 
issues will fester. In the United States, 
for example, utilities are concerned that 
solar consumers get a nearly free ride, 
since they rely on the grid on cloudy 
days and when the sun goes down yet 
no longer cover the grid’s fixed costs. 
And in some states, when consumers 
sell electricity back to the grid, they get 
paid the retail rate for it rather than 
the lower wholesale rate, a practice 
known as “net metering.”

In response, some utilities want to 
charge households with rooftop panels 
for access to the grid, imposing fees 
known as “demand,” or “capacity,” charges. 
That would change the economics of 
solar power substantially, depending on 
how high the fees went. Some utilities 
in the United States would like to recover 
the full fixed costs of distribution from 
solar customers and also end net meter-
ing. Regulators may not go that far, 
however. In 2013, for example, Arizona 
allowed its largest utility to impose a 
fixed charge on households with solar 
power, but the fee was much lower than 
what it wanted, and the state preserved 
net metering.

How and when the debate over 
recovering fixed costs is resolved in 
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The next ten years could see 
something similar with solar power, 
but on a global scale. It would not be 
at all surprising, for example, if most 
new housing developments, particularly 
in the sunnier parts of Europe and 
the United States, came with solar 
power, or if most of those 100,000 
Indian villages without power were  
lit up at night thanks to solar energy. 
Even without a great leap forward  
in efficiency and batteries, and even 
with halting and sometimes contra-
dictory government policies, the 
momentum behind solar power has 
become unstoppable.∂

can complement solar-generated electricity 
by providing 24-hour backup. This reduces 
the costs of integrating solar power into 
the grid. Indeed, solar power is going 
strong in the place with the world’s lowest 
natural gas prices: North America. 

A third possible risk is that nuclear 
fusion or some other breakthrough will 
finally take hold. Perhaps, but that is a 
hypothetical. Better to bet on a proven 
technology that is seeing its sales boom-
ing and its costs falling. 

here comes the sun
Coal, natural gas, and nuclear power, 
which today supply two-thirds or more 
of global power, are not about to disap-
pear. But even at its currently low rates 
of market penetration, solar power has 
begun to shift the economics of electric-
ity. This is the dawn of the solar age. 

If that sounds overly optimistic, 
consider another technology that went 
from curiosity to commonplace in a 
matter of decades: the automobile. 
When the first car hit the American 
street in the 1890s, skeptics sneered 
that the “horseless carriage” had no 
future. In 1900, there was only one car 
for every 10,000 Americans. In 1908, 
however, the Model T hit the market, 
making cars more affordable for many 
more people. By 1920, there were 
almost 900 cars per every 10,000 
Americans. The global solar industry 
is at an analogous stage to where the 
auto industry was in 1920. Just as it 
was not yet the norm for Americans to 
have a car in 1920, it was becoming 
normal. And norms can change quickly. 
Between 1920 and 1930, the rate of car 
ownership shot up to 2,170 cars per 
every 10,000 Americans. The United 
States was now a car country. 
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energy storage, batteries that would 
allow consumers to draw on electricity 
generated at an earlier time. If today’s 
off-the-shelf lithium-ion batteries were 
scaled up and used to store electricity 
for the grid, they could rival shale oil 
in terms of their capacity to reshape 
the energy landscape.

For starters, they could eradicate some 
four million barrels of global oil demand 
a day, as countries that rely heavily on oil 
for electricity generation, such as Japan 
and Saudi Arabia, slashed their con-
sumption and turned instead to solar or 
wind power stored in batteries. That 
volume equals a whopping 4.5 percent of 
current global oil consumption—about 
the same amount, counting new supply 
and lost demand, as what triggered the 
oil-price plunge. On top of that, batteries 
would represent an environmental boon, 
since solar and wind power could finally 
begin to substitute for coal and natural 
gas as go-to sources of power. And as 
with shale oil and gas, grid-scale batteries 
would make a gargantuan commercial 
splash. According to research by Citi, they 
will account for more than $400 billion a 
year in revenue by 2030.

Such rosy projections would have 
been unthinkable absent the massive cost 
improvements in the batteries used in 
electronic devices and electric vehicles. 
Batteries account for one-third of an 
electric vehicle’s price tag, and steady 
technological progress is bringing that 
cost down. As a result, over the next 
decade, the price of an electric car may 
well match that of gasoline-powered 
cars—and could even fall below it, 
given the expense involved in making 
conventional cars comply with stringent 
emission standards. The technology 
research firm IDTechEx has predicted 

Battery Powered
The Promise of Energy 
Storage

Steve LeVine 

The plunge in oil prices that 
began in mid-2014 has been 
relentless. It has pushed a clutch 

of oil-exporting nations into deficit 
spending, hobbled Russia’s ambitions, 
and altered the calculus behind Iran’s 
nuclear program. It has also given an 
opportune boost to the U.S. economy 
and other petroleum-consuming coun-
tries. No other force on earth packs 
such latent capacity to move events. 
Apart from one, that is: batteries.

When it comes to energy, new tech-
nologies can upend the status quo almost 
overnight, surprising everyone. And 
just as the shale revolution, unleashed 
by fracking, has largely triggered the 
current oil upheaval, batteries could roil 
geopolitics and business. Renewable 
power has long been held back by the 
problem of electricity storage, because 
the hours when the sun is shining or 
the wind is blowing do not necessarily 
match the hours when people use 
electricity most. The key to unlocking 
renewables’ potential is thus stationary 
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that by 2024, sales of electric cars 
(including hybrids) could reach ten 
million a year, tripling the size of the 
nascent industry, to $179 billion. It is 
numbers like those that have convinced 
China and the United States to compete 
with Japan and South Korea, which 
control a combined 92 percent of the 
electric-vehicle battery market.

With all their ifs and coulds, the 
forecasts for electric cars have left many 
policy analysts and industry observers 
rightly wary. After all, less than five 
years ago, the governments of China 
and the United States placed billions 
of dollars behind an ambitious bet on 
the future of electric cars, with each 
vowing to put one million electric cars 
on the road by 2015. The goal proved 
too ambitious: as of the end of 2014, 
fewer than 350,000 electric cars had 
been sold in the two countries com-
bined. For all the hoopla surrounding 
Elon Musk’s Tesla Motors, the com-
pany had sold just 47,000 cars total as 
of September 2014. As for stationary 
batteries, the cost of solar and wind 
power has plunged, yet energy storage 
remains inefficient and expensive. Low 
oil prices, which erode the competitive-
ness of renewables, have taken the 
enthusiasm down another notch.

Yet the scenario painted by battery 
optimists—solar power companies, 
environmentalists, Tesla employees 
and buyers, a small number of utility 
executives, and a phalanx of Wall Street 
analysts—is not so far-fetched. It requires 
no momentous scientific advances. All 
that is needed, at least for stationary 
storage, is a commitment to implementing 
existing government policy, continued 
engineering work-arounds, and economies 
of scale. 

BUILDING A BETTER BATTERY
Lithium-ion batteries all work the same 
way. They have three basic parts: two 
electrodes (known as the cathode and 
the anode) and, between them, a chemi-
cal compound called an electrolyte. A 
battery discharges power when lithium 
ions stored in the anode travel through 
the electrolyte to the cathode. When 
the battery is connected to the grid for 
recharging, the electricity forces the 
lithium ions to make the return journey 
back to the anode, where they are stored 
for their next use. 

Compared with other important 
technologies, such as computer processors 
or medical-imaging devices, batteries 
have progressed remarkably slowly. The 
first battery was invented in 1800 by 
Alessandro Volta, and in 1859, Gaston 
Planté invented the lead-acid battery, 
which is now ubiquitous in gasoline-
powered cars. It took until 1991 for 
Sony to produce the first commercial 
lithium-ion battery. Even today, the 
search for a superbattery goes on.

The problem is one of physics—
figuring out how to shuttle more lithium 
ions in a battery safely, quickly, and at a 
reasonable cost. Consider the difficulties 
inherent in the proposed improvement 
of making anodes out of silicon, instead 
of graphite (as they are currently usually 
made). Doing that would triple the amount 
of energy contained in a standard lithium-
ion battery. But silicon expands consider-
ably during the charge-discharge cycle, 
eventually cracking and destroying the 
battery. Similar problems have plagued 
all the other big proposed solutions  
to date.

Most of the progress that has oc-
curred has come from manufacturers of 
commodity batteries, such as Duracell, 
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precise cost-saving methods. But they 
include cutting out expensive safety 
features usually contained in each and 
every battery; instead, Tesla installs 
safety components that simultaneously 
service many or all of the thousands of 
batteries contained in its battery packs. 
Although many battery scientists still 
do not consider Tesla’s cost goals realistic, 
given Musk’s record of success, Tesla’s 
rivals cannot ignore the possibility that 
the company will meet it.

Such progress would not have occurred 
without massive government investment. 
In 2009, U.S. President Barack Obama 
pledged that the United States would 
carve out a 40 percent share of the global 
advanced-battery market by 2015, up 
from near zero when he took office. He 
pushed through $2.4 billion in spending 
for battery and electric-car development 
as part of the stimulus package, up from 
about $50 million a year that the Depart-

and from the electric-vehicle sector, in 
particular, Tesla. Successful batteries for 
vehicles must clear a high bar: they 
need to take a car far, accelerate quickly, 
last a long time, never catch fire, and be 
reasonably priced. No current technol-
ogy meets all those criteria, despite 
frequent claims by start-up battery 
companies (most of which do not 
release peer-reviewed data). Tesla has 
met all of them except for cost—and so 
has been able to capture much of the 
luxury market. Even on that front, 
however, Tesla has done well, thanks to 
a strategy of using off-the-shelf batteries 
manufactured by Panasonic. Whereas 
its competitors pay about $500 a 
kilowatt-hour for their custom-made 
lithium-ion battery packs, Tesla says that 
it pays around $225—and has promised 
that it can get the price down to $150 by 
the end of the decade. Tesla and Panasonic 
are understandably protective about their 
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Batteries included: the Tesla Gigafactory under construction in Nevada, November 2014
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lithium-ion batteries used for electronics 
were also extremely expensive at first. 
In 1995, a battery with a capacity of one 
kilowatt-hour cost $3,000, compared 
with about $200 today. To put that in 
perspective, a 6.9-watt-hour lithium-ion 
battery for the iPhone 6 costs $1.40; 
in 1995, it would have cost $20. As for 
electric-car batteries, they stood at 
$1,000 per kilowatt-hour in 2009 but 
now cost less than half as much. When 
it comes to batteries for large-scale 
storage, widely accepted forecasts see 
the cost of some lithium-ion battery 
systems for the grid dropping by more 
than half by around 2020—from about 
$500 per kilowatt-hour to $230. At 
that price, batteries will reach a tipping 
point and begin to compete with coal, 
oil, and natural gas on the grid, includ-
ing as a way to store power for times 
of peak electricity demand.

Regardless of the progress anyone 
expects in energy storage, a substantial 
part of the global population will not 
abandon fossil fuels for electricity genera-
tion anytime soon, if ever. On the other 
hand, there are already parts of the world 
that could come close to relying entirely 
on renewables, provided the right energy 
storage became available. Solar power 
is already competitive without subsidies 
in Australia, Germany, Italy, Portugal, 
Spain, and the southwestern United 
States. If solar installations in these 
places were equipped with batteries, 
consumers would face higher up-front 
costs to pay for the storage but would 
save money over time, since they would 
buy less power from the grid.

It does not take a leap of faith to 
envision giant batteries becoming a 
standard feature of renewable energy 
systems within a decade. Navigant, an 

ment of Energy had been allocating 
previously. And he introduced a $7,500 
tax credit on electric-car purchases.

Other governments have done the 
same. France, Norway, Spain, and the 
United Kingdom have offered even bigger 
tax credits for electric cars, and South 
Korea leads the pack with a $13,500 
subsidy per car. China has offered $5,000 
to $10,000, depending on the car’s range, 
and the Japanese government, which 
wants hybrids or fully electric cars to 
account for half of all domestically 
produced cars by 2020, exempts electric 
vehicles from all taxes. For now, such 
incentives are necessary to offset the 
cars’ considerable cost in comparison 
with that of traditional vehicles: gaso-
line contains 50 times as much energy 
per kilogram as a lithium-ion battery.

COST CUTS
The numbers are brutal for grid-storage 
batteries, too. This year, Japan’s Tohoku 
Electric Power is scheduled to bring on 
line the largest battery in the world, a 
40-megawatt facility in the city of Sendai 
that is intended to store solar and wind 
energy. Toshiba sold the battery to Tohoku 
for about $5,000 per kilowatt-hour, 20 
times the price most analysts consider 
necessary to make solar and wind power 
competitive with traditional forms of 
power generation. The high cost owes to 
its size. At that scale, batteries experience 
diminishing returns, whereas fossil fuels 
and nuclear power enjoy a decided 
economic advantage. Tohoku’s experience 
suggests that even if lithium-ion batteries 
become competitive for small-scale use, it 
will be far harder to lower costs enough 
to compete with large electric plants. 

But it’s worth noting that like big 
lithium-ion batteries today, the miniature 
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Then there are the electric utilities. 
Last year, former U.S. Secretary of 
Energy Steven Chu warned publicly 
that utilities’ ownership of power lines 
and fossil fuel generation plants was not 
going to continue to guarantee these 
companies a profitable business. Such 
plants could soon be replaced, he said, 
by distributed generation: smaller, local 
sources of electricity, often at the home 
or building level, that rely on solar or 
wind power. Chu predicted that within 
a decade, the American homeowner would 
be able to pay $10,000 to $12,000 for a 
battery-backed solar power system and 
be off the grid 80 percent of the time. 
Such distributed-generation systems 
could save customers up to a quarter of 
the charges they would ordinarily face 
during peak hours. Within five years, 
such systems could become far more 
widespread and pose a live and growing 
threat to electric utilities. As a matter 
of survival, Chu warned, those utilities 
would have to conceive of a new business 
model that included installing grid-scale 
batteries. Otherwise, they risked becom-
ing relics, in the same way that “the Post 
Office got FedExed.”

But some companies have embraced 
a future of battery-backed renewables. 
Given their expertise, electric-vehicle 
makers are the obvious early movers that 
will scale up batteries for grid storage, 
and all eyes are on Tesla. One Model S, 
the company’s bestseller, can store enough 
energy in its 85-kilowatt-hour battery 
to power the average U.S. household 
for three and a half days. A number of 
analysts think that’s precisely how the 
cars will be used: plugged into the walls 
of garages, discharging during the hours 
when the grid is experiencing high 
demand and charging when it isn’t. By 

industry research firm, has forecast that 
Asia will experience a boom in grid-
storage batteries, in part because large 
swaths of the continent are only just 
beginning to build out their electrical 
infrastructure. The United States is also 
primed for a boom in battery-backed 
renewable energy, thanks in large part to 
action by state governments. California 
has mandated that its largest utilities 
install 1.3 gigawatts of battery capacity 
by 2022. Southern California Edison 
has responded with a pilot project in 
the city of Tehachapi that will store 
32 megawatt-hours of power from the 
area’s 5,000 wind turbines.

WINNERS AND LOSERS
As with all energy revolutions, advances 
in battery storage would create winners 
and losers. Among the biggest victims 
would be coal power, which would not 
be required nearly as much once renew-
ables came on line. Big Oil also has a 
great deal to lose, and it is betting that 
advances in the battery market are merely 
an artificial outgrowth of subsidies. In 
2014, ExxonMobil released a dim fore-
cast of batteries’ future, predicting that 
renewables in 2040 will face the same 
conundrum as today: batteries will be 
too expensive and inadequate to store 
what the sun and the wind generate. By 
then, the report contended, solar power, 
wind power, and biofuels together will 
supply less than four percent of the 
electricity generated globally, suggest-
ing that batteries will make almost no 
progress on the grid. (The U.S. Energy 
Information Administration is more 
upbeat, forecasting that solar and wind 
power will supply around five percent 
of the electricity in the United States 
alone in 2015.) 
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advising their clients to respond to what 
is in front of them; the fears of oil and 
utility executives, apprehensive of being 
rendered obsolete; and the thrill of 
technology fanatics and automobile 
maniacs, hoping that they are getting 
in on the next big thing. 

At the same time, Chinese and U.S. 
scientists, working in the programs 
supported by their governments, could 
come up with a big breakthrough that 
overturns everything. Because of the 
enormous geopolitical, economic, and 
environmental gains to be had should 
that happen, governments should 
continue to devote serious amounts of 
funding for advanced battery research. 
Young, promising researchers should 
understand that if they go into the 
field, they can count on long-term 
financial support. Yet even if private and 
government-funded researchers in China 
and the United States merely continue 
down the steady path of progress they 
have been following, it will still lead to a 
fundamentally new era in energy. A big 
breakthrough would bring on this age 
far faster. But it will arrive regardless.∂

2028, Morgan Stanley predicts that there 
will be 3.9 million Tesla vehicles on U.S. 
roads, a fleet that could provide an hour 
of electricity per day for eight percent 
of U.S. households.

Tesla is also racing ahead to build 
manufacturing capacity in anticipation 
of demand for grid-storage batteries, 
beginning construction on a $5 billion 
plant near Reno, Nevada. Dubbed the 
Gigafactory, the plant is intended to 
double the world’s entire supply of 
lithium-ion batteries by 2020. Echoing 
much of Wall Street, a 2014 Morgan 
Stanley report took a favorable view 
of the ambitious plan: “We believe 
there is not sufficient appreciation of 
the magnitude of [the] energy storage 
cost reduction that Tesla has already 
achieved, nor of the further cost reduc-
tion magnitude that Tesla might be 
able to achieve once the company has 
constructed its ‘gigafactory.’” 

ChARGED Up AND READY TO GO
In the late 1990s and first decade of 
this century, there seemed no hope for 
electric cars: General Motors gave up 
on its EV1, and the most promising 
product, the Toyota Prius, was only a 
hybrid. How quickly things change: by 
the end of 2014, Tesla had emerged as 
a decided success and the Nissan Leaf 
had broken through the 30,000-vehicle 
sales mark. The naysayers’ pessimism 
notwithstanding, batteries are on track 
to follow the same pattern of progress.

But it is as inane to predict a singular 
technological leap as to predict no ad-
vancement at all. The optimistic forecasts 
for the commercial success of battery-
backed renewable power and electric cars 
are, in the end, just theories. They reflect 
the linear thinking of equity analysts, 
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particular havoc, as utilities struggle to 
forecast and react to variable customer 
electricity demand that, for the utilities, 
falls when the sun is shining and swells 
when it is not. 

But help is on the way. Utilities are 
investing in a smarter grid that will 
provide unprecedented insight into 
electricity distribution and consumption. 
The resulting technological improve-
ments will enable grid operators to 
better manage the rise of renewable 
power, resulting in a cleaner, cheaper, 
more reliable grid than Edison and 
Westinghouse could have ever imagined. 

Much work remains to be done, 
however. The challenge is to convince 
regulators that these investments not 
only are necessary to make the grid more 
reliable and open to renewable power but 
also can be cost effective. The struggle 
stems from a lack of forward thinking 
by both utilities and regulators; in many 
cases, the regulators responsible for 
authorizing these investments are 
content to maintain the status quo when 
it comes to improving the grid’s infra-
structure, 80 percent of which, in some 
areas, has not been upgraded since the 
Kennedy administration. If the battle can 
be won, the people running the grid will 
have the data to manage it in a smarter, 
cheaper, more reliable, and cleaner way. 

the geriatric grid
It’s no secret that much of the U.S. 
power grid is decades old. The average 
age of the country’s large power trans-
formers—critical pieces of equipment 
that transfer electricity between circuits—
is around 40 years, and many have been 
operating for more than 70 years.

But the grid does not owe its vulner-
ability to age. Indeed, although the risk 

Upgrading the 
Grid
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Infrastructure
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T he U.S. electrical grid has hardly 
changed since the War of Cur-
rents, the 1880s fight that saw 

George Westinghouse’s alternating 
current triumph over Thomas Edison’s 
direct current as the preferred method 
for generating and transmitting electricity. 
It remains a network of long-distance 
transmission and distribution lines 
designed to move electricity in one 
direction: from giant, lumbering fossil 
fuel plants to faraway households and 
businesses. This system has endured 
because it has proved safe, reliable, 
effective, and affordable.

Until now, that is. Although the grid 
is still safe, its reliability, effectiveness, 
and affordability are increasingly being 
brought into question. The culprits are 
twofold. First, recent natural disasters, 
such as Hurricane Sandy, have revealed 
just how vulnerable the grid is, increas-
ing the political pressure to invest in 
making it more resilient. Second, the 
rise of distributed sources of renewable 
power is adding new stresses to the 
inflexible grid. Solar power is wreaking 
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that a piece of equipment will fail 
increases with age, utilities counteract 
this problem by regularly monitoring 
equipment and replacing it when there 
are signs of degradation. Instead, the 
vulnerability of the grid has to do with 
other factors. Of transformer outages 
from 1991 to 2010 in which the cause 
was known, 67 percent were attributed 
to external causes (such as lightning, 
overload, or foreign objects) rather 
than age-related ones (such as moisture 
penetration or failing insulation). None 
of the largest outages in the last decade 
in the United States occurred solely due 
to an age-related equipment failure. 

What really keeps operators up at 
night is natural disasters. Hurricane 
Irene in 2011 and Hurricane Sandy in 
2012 blew trees onto power lines and 
flooded power stations, leaving millions 
of customers without electricity for 
days. These storms were unusual in their 
size and strength, but they accounted 
for just two of the roughly 5,800 electri-
cal outages that occurred in those years, 
according to the power company Eaton. 
Natural disasters are the single largest 
cause of blackouts in the United States, 
responsible for 32 percent of all unplanned 
outages in 2013. (The rest were caused 
by faulty equipment, human error, car 
crashes, and animals that damaged 
equipment.)

These storm clouds did have a silver 
lining: the hurricanes generated the 
political will to invest in strengthening 
the grid. Utilities in the Northeast 
suffered $3.3 billion worth of damages 
from Hurricane Sandy alone. After 
they restored power and cleaned up the 
debris, the utilities asked state regula-
tors to approve passing on the cost of 
any needed repairs and improvements 

to their customers, as is typically done 
for utility expenditures. Con Edison, 
the utility serving most of New york 
City and Westchester County, received 
approval for nearly $1 billion; the 
Public Service Electric and Gas Com-
pany (PSE&G), which serves much 
of New Jersey, put forth a $3.9 billion 
plan, of which $1.2 billion was approved 
in 2014. 

Both plans focus nearly 90 percent 
of the funds on hardening the grid by 
installing stronger power poles and lines, 
building flood-proof barriers, and bury-
ing cables underground. The other ten 
percent, some $200 million combined, 
is the exciting part. It will go toward 
placing digital sensors throughout the 
grid to detect risks and monitor power 
flows. Connected by software, these 
devices will enable the utilities to pin-
point outages, reroute electricity around 
them, and alert customers about future 
repairs. Once these upgrades are in place, 
operators will have real-time data about 
the status of the grid. And unlike grid-
hardening measures, these technologies 
will pay dividends during everyday opera-
tions, since the resulting data will make 
it easier to match supply and demand.

While natural disasters gave a much-
needed boost to smart-grid spending, 
even more funding has come from the 
2009 stimulus bill. It provided $3.4 billion 
for such investments and accounts for 
a full 15 percent of all the money invested 
in smart-grid projects since 2009. That 
spending paid off years later, providing 
the foundation on which many of the 
post-Sandy grid improvements will take 
shape. As a result, many smart-grid 
technologies are no longer considered 
science projects; they are just business 
as usual.
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course of a year, becoming what is 
known as a “net zero” household. But 
even a system of that size is nowhere 
near large enough to allow a house to 
go completely off-grid, because the 
house still needs power when the sky 
is dark. Disconnecting entirely from 
the grid would require four times as 
many panels as a net-zero household 
has and tens of thousands of dollars in 
batteries. As a result, many solar users 
get a free ride by taking advantage of 
the flexibility the grid provides without 
paying anything additional in return.

Solar power complicates utilities’ 
operations in another way: it makes the 
demand for electricity more variable. 
In the United States, a major govern-
ment push for energy efficiency has 
succeeded in keeping average electricity 
demand from ballooning over the past 
decade. But the gap between the hours of 
maximum energy use—peak demand—

the PitFalls oF Peak
A more recent threat to the grid has come 
from renewable sources of electricity—
chiefly, solar power. The price of solar 
panels has plummeted in recent years, 
making rooftop panels a cheaper energy 
source than the grid in many regions. 
Over the past decade in the United 
States, the total capacity of residential 
solar power has grown by a factor of 
nearly 18, to 3.8 gigawatts. It is expected 
to reach nine gigawatts by 2017. 

Even though rooftop solar panels 
may give the illusion of independence, 
they in fact rely heavily on the grid, 
which acts as a battery and spare power 
plant. Customers still count on grid 
electricity to fill in the gaps in their 
supply—for example, when a cloud 
passes over their house. With enough 
solar panels, a house can sell enough 
power back to the grid such that it 
zeroes out its electricity bill over the 
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Power’s out: electrical lines after Hurricane Sandy in Massachusetts, October 2012
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The oversized grid requires more capital 
to build and maintain, and these costs 
are borne by all customers, not just those 
who use the most electricity at peak 
time periods. To return to the highway 
analogy, the pricing system is like charg-
ing car owners monthly minimums  
for gasoline even if they never drive 
their cars. 

When demand moves from average 
to peak, utilities tend to fill the gap in 
an inefficient way. Managing peak 
demand requires control over supply, 
demand, or both. With little control 
over customer demand and no control 
over the supply from rooftop solar panels, 
utilities are forced to fill the gap using 
the one resource at their disposal: by 
turning on centralized fossil fuel plants 
called “peakers,” which get used just a 
few hundred hours per year. In fact, a 
few hours before the system is expected 
to reach peak demand, utilities ramp up 
peakers so that they can immediately 
be connected to the grid when needed, 
meaning that during those hours, the 
plants are burning costly fuel and gener-
ating emissions yet powering nothing. 
Due to their limited output, peakers 
can cost twice as much as the bigger, 
more efficient power plants that 
generate base-load electricity—and 
generate 40 percent more emissions 
per kilowatt-hour. 

demand and control
New technologies are rapidly changing 
the way utilities react to peak demand. 
Grid operators are embracing what is 
known as “demand response” to manage 
the amount of electricity their customers 
draw from the grid. Utilities are able to 
reduce demand directly by remotely 
controlling large loads such as industrial 

and those of lower energy use has been 
growing. In 1990, peak demand in the 
United States was about 55 percent 
higher than average demand; today, that 
figure has risen to 75 percent, and by 
2030, it is expected to reach 90 percent. 
A number of trends explain the rise 
in “peakiness.” First, the decline of the 
industrial sector and the growth in the 
residential sector has replaced the steady 
electricity demand of factories with 
the more variable demand from houses. 
Second, the increasing popularity of air 
conditioning has raised peak demand 
during the summer. And third, climate 
change has made the weather more 
volatile, and electricity demand is 
higher on extremely hot and cold days. 

In regions with abundant solar 
power, the peakiness phenomenon gets 
exacerbated in a more predictable pattern: 
solar panels generate the most electric-
ity during the middle of the day, when 
the sun is highest, whereas customer 
demand for electricity is highest at the 
end of the workday, when people come 
home and turn on lights and appliances. 
In places where solar panels are wide-
spread, such as parts of Germany, 
California, and Hawaii, utilities are 
faced with massive spikes in demand 
as solar supply drops with the sun. 

The problem with peakiness is that it 
makes for an inefficient grid. Electrical 
infrastructure is sized for the few hours 
a year when electricity demand is fore-
cast to be at its absolute highest—those 
weekday afternoons in the summer when 
every air conditioner is on. As a result, 
on an average day, less than 50 percent 
of the U.S. grid’s capacity is used. It is 
the equivalent of designing highways 
wide enough to avoid traffic jams on 
even the busiest driving days of the year. 
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equipment, pool pumps, water heaters, 
and communicating thermostats. They 
can also reduce demand indirectly, by 
offering pricing incentives for customers 
to use less electricity at certain times. 
Several utilities have implemented 
large-scale pilot programs that pay 
residential customers to cut their 
electricity use during peak periods, 
offering rebates of around $10 per day. 
Customers can use smartphone apps to 
control lights, locks, thermostats, and 
security systems even when away from 
home—and often in response to a text 
message or an e-mail from the utility 
alerting them that peak demand is 
occurring. But around the world, these 
programs are few and far between. 
Demand-response programs have been 
successful at managing the large electri-
cal loads of commercial and industrial 
customers but for the most part have 
not tapped into the residential sector, 
which is what drives peak demand in 
most regions.

An alternative approach to managing 
peak demand involves charging customers 
“time-of-use” rates. Most households 
pay the same regional price per kilowatt-
hour for electricity regardless of the 
time of day it is consumed. Time-of-
use rates set higher rates for using 
electricity at peak times and lower rates 
for off-peak periods. These pricing 
schemes encourage people to change 
their behavior—for example, to set the 
dishwasher to run in the middle of the 
night or turn the air conditioner down 
a notch. So far, however, only Ontario 
and Italy mandate time-of-use rates. 
(Spain and California are set to join 
them in 2018.) These programs have 
demonstrably reduced peak demand, 
but the difference between peak and 
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utilities to commit funds to smart-grid 
projects to improve reliability. 

In part, utilities are motivated by 
revenue. Most regulators specify a 
given profit margin that utilities are 
allowed to earn on investments, which is 
calculated as a given return on equity—
usually around ten percent annually. 
Once a proposed investment is approved, 
regulators allow the utility to add these 
costs to its total expenditures and raise 
customers’ bills over a number of years. 
In this way, building new infrastructure 
offers a major avenue for utilities to 
grow their revenue streams, which is 
especially crucial for utilities that are 
losing money as efficiency gains and 
renewable power eat into their overall 
sales. In 2014, to modernize the grid 
and relieve congestion, U.S. electric 
and gas utilities invested more than 
$31 billion—up by nearly seven percent 
from 2013.

Regulators have proved willing to 
approve investments that promise higher 
reliability, although they are not grant-
ing utilities a blank slate. After all, the 
New Jersey Board of Public Utilities cut 
PSE&G’s original post-Sandy plan by 
almost 70 percent. Nonetheless, other 
utilities in future dealings with regulators 
may do well to point to the investments 
that the regulators of PSE&G and Con 
Edison green-lighted to build their own 
cases for smart-grid projects aimed at 
improving reliability. Regulators, for their 
part, can look to replicate the successes 
of stimulus-funded projects and other 
recent investments rather than stick with 
the conventional approach of hardening 
the grid.

But not all investments in the grid 
need to come from utilities; state gov-
ernments can also play a role. Over the 

off-peak prices has been relatively small, 
sufficient to shift demand by only a few 
percentage points.

Putting in place time-of-use pricing 
in the United States won’t be easy. 
Two utilities in Arizona, Arizona Public 
Service and the Salt River Project, have 
stood out by getting a large group of 
their customers to sign up voluntarily 
for time-of-use rates. But to make it 
mandatory, utilities will have to cut 
through a web of red tape. According to 
the Edison Electric Institute, an industry 
association, the regulatory process in the 
United States for changing residential 
electricity rates takes an average of ten 
months and sometimes over two years. 
As a case in point, California began the 
process of allowing utilities to mandate 
residential time-of-use rates in 2013, but 
the change won’t take effect until 2018.

One of the most proactive approaches 
to managing demand has emerged in 
New york. Through the 2014 initiative 
Reforming the Energy Vision, the state 
is encouraging the integration of solar 
and other renewables using demand 
management and smart-grid technologies. 
Although the state has yet to define 
the particular mechanism, the goal is 
to bridge the gap between the costs that 
utilities pay for the grid and the price 
customers pay for electricity. 

time to invest
Perhaps the most politically practical 
way to modernize the grid is to ride 
the wave of infrastructure investment, 
especially by drawing on funds ear-
marked for storm recovery. In terms 
of their scope and innovation, few of 
the projects under way rival the billion-
dollar plans of Con Edison and PSE&G, 
but there is still an opportunity for other 
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efficiency but also the more subtle 
impact of peak demand. Likewise, 
incentives for installing solar panels 
should be accompanied by standards—
and fees, if necessary—aimed at ensur-
ing that each new system does not save 
its owner money at the expense of the 
neighborhood.

Continued improvements by utilities 
and policymakers could prove transfor-
mational. California’s governor recently 
proposed mandating that 50 percent of 
the state’s electricity come from renew-
ables by 2030, a goal almost certainly 
unachievable without first modernizing 
the grid. The modern grid operator 
will have foresight about supply and 
demand throughout the grid. The result 
will be improved reliability, increased 
efficiency, and the seamless integration 
of renewable power—not to mention 
more stable prices and lower emissions. 
The technology to modernize the grid 
exists, but historical inertia is limiting 
its adoption.

Electricity now faces a modern-day 
War of Currents. This time, however, the 
battle is not between one technology 
and another. Rather, it is pitting the 
electrical architecture that was designed 
100 years ago against a vision of a 
redesigned and modernized grid. It is 
a vision that promises to at last make 
the U.S. grid, in a word, current.∂

last two years, state-level investments 
in projects aimed at making the grid 
more reliable have taken off. Most have 
taken the form of microgrids, which are 
buildings or campuses that are often 
connected to the main grid yet have 
enough on-site power generation to 
disconnect (or “island”) from it in the 
event of an outage. Since Sandy hit the 
Northeast, Connecticut, Massachusetts, 
New york, New Jersey, and Maryland 
have together offered over $100 million 
in microgrid grants to provide reliable 
safe havens when the next storm hits. 
And in 2014, California announced 
$26.5 million in grants for microgrid 
projects that use renewable energy. 

true grid
The electrical grid itself has evolved 
little since its inception, yet what has 
changed dramatically is the way people 
use it. Electricity has come to affect 
every aspect of modern life, and society 
today is more reliant on it than ever. 
That makes its absence all the more 
painful. The White House estimated 
in 2013 that grid outages cost the U.S. 
economy $18 billion to $33 billion a 
year. While it’s hard to put a precise 
value on reliability, whatever the num-
ber is, it’s big. A blackout can do more 
than just delay a nighttime football 
game; it can ruin a shift at a factory or 
put a patient on life support at risk. 

That’s why a more nuanced approach 
to upgrading the grid is needed. Invest-
ments in reliability, although they should 
take advantage of the political will gener-
ated by recent natural disasters, must 
also focus on the day-to-day benefits 
of a modernized grid. And policies on 
changing electricity demand must focus 
on not just the benefits of energy 
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Morgan D. Bazilian is Lead Energy 
Specialist at the World Bank. Follow him on 
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Saharan Africa. In Liberia, to take one of 
the most extreme cases, just two percent 
of the population has regular access to 
electricity. And in Tanzania, nearly 50 
percent of firms say that poor electricity 
service is a major constraint for doing 
business. They face an average of nearly 
nine power outages every month, leading 
to lost sales and poor productivity. In this 
area, the disparity between the developing 
world and the developed world could 
hardly be greater: the average American 
uses about 50 times as much power as the 
average Bangladeshi and about 100 times 
as much as the average Nigerian.

The problem has proved stubbornly 
persistent. Data from the World Bank 
show that although 1.7 billion people 
acquired access to electricity from 1990 to 
2010, the gains barely outpaced popula-
tion growth. They also accrued dispro-
portionately to cities: today, about 85 
percent of those without electricity live 
in rural areas far from any infrastructure. 
In sub-Saharan Africa especially, the scale 
of the challenge is daunting. Enabling 
people there to consume as much elec-
tricity as those in a middle-income region 
would require an increase in power 
generation of more than ten percent  
a year over two decades—an annual 
growth rate far greater than the historical 
two to three percent. Small wonder, 
then, that the International Energy 
Agency has forecast that in 20 to 30 
years, the number of energy poor may 
remain close to where it stands today.

Although international donors have 
many compelling causes to choose from, 
reducing energy poverty should rank 
among the top. Energy is a precondition 
to alleviating many other problems associ-
ated with poverty, from poor health to 
lack of education to unemployment. The 
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Imagine life without electricity. With 
no lights, electric stove, or water 
pump, you must travel miles to fetch 

water and firewood, running a particular 
risk of attack if you are a girl or a woman. 
At home, you cook over a smoky stove or 
an open fire, raising your odds of getting 
lung and heart disease. If you are pregnant, 
you may die in the dark, giving birth 
at a clinic that lacks air conditioning and 
modern medical equipment. Without 
vaccines, which require refrigeration, 
your children remain vulnerable to deadly 
diseases. At night, they study by the light 
of a kerosene lamp, which causes burns 
when the fuel spills. Earning a living 
isn’t easy, either. No electricity means no 
sewing machines or rice mills, no pumps 
for irrigating crops, and no way to keep 
drinks cold or keep a store open at night. 
The lack of power keeps away bigger 
companies that might have hired you.

Such is the plight of nearly half of the 
world’s population. Some two billion 
people lack electricity outright or have 
poor-quality service, and nearly three 
billion rely on dirty fuels, such as firewood 
and animal dung, for cooking and heating. 
Nearly 90 percent of those suffering from 
energy poverty, as the problem is known, 
can be found in South Asia and sub-
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issue also reaches beyond the bounds of 
poverty to foreign policy, since a lack of 
energy access can foster instability. The 
good news is that governments, develop-
ment agencies, and nonprofits have begun 
to ramp up spending on fighting energy 
poverty and have unveiled a slew of new 
initiatives, many of which have produced 
measurable improvements in the lives of 
the poor. 

At the same time, those groups have 
tended to focus too much attention on 
small-scale fixes or incremental improve-
ments. Such approaches can set ambitions 
too low, implicitly condemning billions of 
people to meager levels of energy use that 
will do little to lift them out of poverty. 
As Kandeh yumkella, a senior un official, 
has noted, “The provision of one light 
does nothing more than shine a light on 
poverty; the poor then only see more 
clearly that their floor is made of dirt.”

Donors need to aim instead for the 
heart of the problem: governments in poor 
countries that are struggling to undertake 
effective and widespread energy programs. 
From the United States in the early 
twentieth century to postwar Germany 
and Japan to modern China, people have 
gained access to electricity and modern 
fuels thanks to concerted government 
leadership, massive public investments in 
infrastructure, good planning, well-trained 
work forces, supportive regulations, and 
financially viable institutions. There is no 
reason to believe that these fundamental 
ingredients matter less today. 

scaling uP
As governments in the developing world 
come to grips with the sheer size of the 
challenge before them, they quickly realize 
that building energy infrastructure such 
as large power plants and transmission 

lines takes years or decades. In the mean-
time, small companies are stepping in 
with much-needed services, the most 
innovative of which often involve solar 
energy. Taking advantage of the recent 
plunge in the price of solar panels, 
companies are working with local banks to 
provide financing and servicing arrange-
ments that are appropriate for the rural 
poor, which usually involve small up-front 
costs, modest monthly payments, and 
reliable maintenance agreements. 

More and more families can now afford 
low-power systems that can run a televi-
sion or a few lights and take just a day or 
two to install. One Indian company, 
selco, has sold and maintained more than 
two million such systems, thanks largely 
to a sales approach that is tailored to poor 
customers. A related success story comes 
from Bangladesh, which has seen the 
fastest expansion of small-scale, off-grid 
solar power systems in the world. Over 
three million such systems were installed 
by 2014, a figure that is on track to double 
within the next three years. Credit goes 
principally to the Bangladeshi govern-
ment, which created a dedicated agency 
that provides nongovernmental organi-
zations and microfinance lenders with 
technical support and grants. Despite 
these advances, in India, nearly 300 
million people still go without electricity. 
And in Bangladesh, over 60 percent of 
businesses rely on their own backup 
generators to keep the electricity flowing. 

Although small-scale systems have 
helped millions of people take their first 
steps up the energy ladder, they suffer 
from a number of technical and eco-
nomic inefficiencies that larger systems 
can avoid. So-called mini-grids are one 
way to help make small-scale energy 
sources more practical. Originally 
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competing with centralized power 
systems. Economies of scale explain 
why centralized power systems became 
the norm around the world, replacing 
smaller, isolated systems. Con Edison’s 
present-day network in New york City, 
with over 120,000 miles of electrical 
cables serving some three million cus-
tomers, is a far more efficient way to 
meet modern demands than the lighting 
system that Thomas Edison established 
on Pearl Street in 1882. Energy systems 
in developing countries will no doubt 
take different shapes from those in the 
developed world, and that is likely a 
good thing. There will be a bigger role 
for distributed electricity generation and 
an opportunity to benefit from advances 
in information and communications 
technologies that make systems smarter. 
Nevertheless, large-scale power plants 
will almost certainly remain an impor-
tant part of the mix. 

designed for communities not yet linked 
to the main electrical grid, mini-grids 
can aggregate a whole village’s infra-
structure and power sources, making the 
system more efficient and easier to 
maintain than a series of individual 
systems. Because they often rely on a 
number of different technologies and 
can run independently from the main 
electrical grid, mini-grids are also 
resilient. As a result, the U.S. Depart-
ment of Defense has installed them on 
several military bases from Texas to 
Hawaii, and hospitals, factories, and 
other sites that need reliable power are 
starting to adopt them, too. Those same 
features make them an attractive option 
in fragile and conflict-ridden states, 
where centralized systems can make 
easier targets for violence and are more 
likely to face long construction delays.

Still, mini-grids are best suited to 
specific conditions and have difficulty 
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Let there be light: studying during a power outage in Pakistan, April 2013
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tieth century. And the Tennessee Valley 
Authority exists to this day as one of 
the country’s largest power providers 
and is a self-funded corporation of the 
U.S. government employing more than 
12,000 people.

Indeed, expanding energy access 
works best when it is part of a broader 
development plan. Beginning around 
1980, both China and Thailand launched 
electricity programs that accompanied 
economy-wide reforms and managed 
to achieve universal electrification in 
two decades. In Vietnam, rural electri-
fication formed part of the nationwide 
doi moi (renovation) reforms, which 
the government began in 1986. The 
measures included a gradual move from 
central planning to market mechanisms 
and an opening of the economy to 
trade and foreign investment, which 
laid a foundation on which the country’s 
nascent energy sector could grow. 
Only later did the private sector begin 
participating.

Likewise, when Rwanda rolled out 
its energy-access efforts in 2009, it 
used what it called a “sector-wide 
approach” that pooled aid from various 
sources together in a single program, 
one that was led by the Rwandan 
government but involved a range of 
stakeholders. The result: in just four 
years, the share of Rwanda’s population 
with electricity roughly tripled. Every 
year, the country gains 60,000 new 
electrical connections, up from 1,000 
annually before the reforms. Crucially, 
both Vietnam and Rwanda, like China 
and Thailand before them, recognized 
that efforts to combat energy poverty 
must go beyond the needs of rural 
households and aim to create wealth 
across the entire economy.

what it takes
Given the scale of the problem, tackling 
energy poverty requires bold government 
action. Historically, the process of ex-
panding rural access to electricity began 
with the public sector. Consider one of 
the most successful energy-poverty-
alleviation programs in history: the U.S. 
government’s efforts to extend electricity 
access during the Great Depression as 
part of President Franklin Roosevelt’s 
New Deal. In 1930, roughly 65 percent 
of U.S. households had electricity. As in 
many poor countries today, most people 
living in cities had electricity, but only 
around ten percent of those in the 
countryside did. Private utilities were not 
delivering affordable power to farmers 
and remained uninterested in building the 
expensive and low-return infrastructure 
necessary to reach rural communities. In 
the Tennessee River valley—a region that 
encompasses parts of Alabama, Georgia, 
Kentucky, Mississippi, North Carolina, 
Tennessee, and Virginia—farmers lived 
without refrigerators and water heaters. 
With no modern water-management 
systems, their crop yields suffered from 
relentless flooding.

Then the federal government acted. 
In 1933, Congress, invoking “the inter-
est of the national defense,” created the 
Tennessee Valley Authority, which built 
several large dams in the region that not 
only produced electricity but also helped 
improve flood control. And in 1935, 
Roosevelt created the Rural Electrification 
Administration, which within five years 
helped establish hundreds of rural 
electric cooperatives to serve hundreds 
of thousands of customers. The National 
Academy of Engineering called the electri-
fication of the United States the greatest 
engineering achievement in the twen-
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Africa is no panacea. It’s not clear whether 
it will outlast the Obama administration, 
and its initial focus on the private sector 
may be premature in some countries 
where the groundwork for public-private 
partnerships has yet to be laid.

Global goals also have a role, since 
they can help raise money, track prog-
ress, and keep hold of the develop-
ment community’s often wandering 
attention. In 2012, the un launched 
Sustainable Energy for All, an initia-
tive that aims to ensure universal 
access to modern energy services by 
2030. The un is also working on a new 
round of targets, called the Sustain-
able Development Goals, to replace 
the Millennium Development Goals. 
The old goals didn’t mention the 
eradication of energy poverty, but the 
new ones include it among the ranks 
of such aspirations as ending hunger 
and providing for universal education. 
The inclusion of energy issues on the 
list, which required no small feat of 
diplomacy, suggests that they are finally 
becoming part of the canon of traditional 
development economics. 

the geoPolitics oF gigawatts
But goals alone won’t trigger govern-
ment action in the developing world; 
only hardheaded policies can turn 
rhetoric into reality. Great powers such 
as the United States should consider the 
provision of energy not merely a matter 
of development but also a tool of geo-
politics. Energy poverty counts as what 
the U.S. military calls a “threat multi-
plier,” meaning that it can exacerbate 
existing challenges and contribute to 
instability. Providing electricity and 
modern fuels in the poorest countries 
can lower the risk of internal unrest and 
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the global agenda
Most of the countries affected by energy 
poverty have already begun reforming 
their energy sectors, have developed 
targets and strategies, and have launched 
dedicated agencies for expanding access 
to electricity and modern fuels. Still, they 
need some form of outside financial-risk 
mitigation and funding. Estimates for 
the price tag of expanding energy access 
globally range from $40 billion to $100 
billion per year—big numbers, to be sure, 
but just a fraction of the total amount of 
capital spent in the energy sector. While 
public funding is necessary initially, it will 
ultimately be insufficient. In the long run, 
private investors will need to feel com-
fortable enough to dive into what are 
now very high-risk markets, if they exist 
at all. But the enormous demand is clear: 
a group of researchers led by Vijay Modi 
at Columbia University has shown that 
villagers in Mali and Uganda are willing 
to pay electricity rates that are nearly ten 
times as high as the rates that prevail in 
developed countries. It’s hard to overstate 
the market opportunities that will arise 
once an additional billion-plus people 
gain access to energy. Glimpses of this are 
already apparent in some of sub-Saharan 
Africa’s vibrant technology centers and 
in the explosive growth of the region’s 
economy, which has more than doubled 
in size since 2000.

In light of the gains to be had, in 
2013, the Obama administration unveiled 
Power Africa, an initiative that provides 
funding and incentives for U.S. compa-
nies to bring their technologies to the 
region. The U.S. government committed 
$7 billion initially, and the private sector 
has since pledged about three times that 
amount. (The World Bank has also come 
on board, with $5 billion.) But Power 
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that can exist between addressing energy 
poverty and combating climate change. 
Governments in poor countries tend 
to focus on the former because of its 
immediacy, whereas wealthy govern-
ments are often more animated by the 
latter, given its global implications. 
Although clean energy technology has 
made enormous strides and will certainly 
play a very large role in the energy 
systems of tomorrow, donors will have 
to accept that in some cases, progress 
in energy access might come at the 
expense of the environment—as it did 
during the United States’ electricity 
drive. That said, they should minimize 
these impacts as much as possible and 
make other concerns, such as food and 
water security, part of their calculus. 

The economist Amartya Sen has 
argued that economic development 
can be achieved only if the poor come 
to enjoy a set of freedoms including 
political participation, safety, and eco-
nomic opportunity. Access to energy 
enables each of those fundamental rights, 
which is why efforts to eradicate poverty 
cannot afford to ignore it. True, the 
barriers that impede progress on ending 
energy poverty are formidable: scarce 
financial resources, competing priorities, 
weak institutions, and the sometimes 
misguided interventions on the part of 
outsiders. But they are well within the 
world’s ability to overcome, and they 
are far less imposing than many of the 
technical obstacles humanity has already 
vanquished. The laws of physics operate 
the same in South Asia and sub-Saharan 
Africa as they do in Europe and North 
America. The needed materials are simple 
things, such as steel, concrete, copper, 
and glass.∂

reduce the movement of people across 
borders. Indeed, some African govern-
ments have reacted to their increasingly 
vocal and young populations by unveil-
ing promising new ventures to expand 
energy access. Since 2010, the Kenyan 
government has improved the electricity 
supply in Kibera, the largest slum in 
Nairobi, as part of a program that targets 
the areas of greatest social inequality.

Developed countries have all the 
more reason to act now in the wake of 
new discoveries of oil and gas in East 
and West Africa. These finds have boosted 
government revenues, but the distribution 
of those revenues has, in some cases, 
exacerbated deep social and political 
problems. Take Nigeria, which is both 
one of the world’s top oil exporters and 
home to one of the biggest populations 
without access to energy—90 million 
people. Decades of oil development in 
areas that still lack basic services have 
provided the social, economic, and 
environmental drivers of violent con-
flict. Just as the United States has long 
been entangled in the energy security 
of the Middle East, it must now pay 
more attention to parts of sub-Saharan 
Africa. It should encourage countries 
there to govern the sector fairly and 
transparently and support efforts that 
funnel natural resource bounties 
toward addressing energy poverty. 

Well-intentioned outsiders should 
remember that governments trying to 
energize their territories need to take 
ownership of the efforts. The blue-
prints governments draw up with donor 
support need to respond to the specific 
national contexts and local needs; they 
should not be force-fed from afar. That’s 
especially true when trying to balance 
the sometimes uncomfortable tradeoffs 
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To Readers
The rapid drop in oil prices and continuing geopolitical 

and economic uncertainty are buffeting the energy industry 
and many countries and will have a noticeable impact on 
the world economy in 2015. 

These developments raise critical questions. How will 
the world economy, with the United States growing robust-
ly but a mixed outlook in Europe and China, shape energy 
demand? What will be the impact of geopolitical upheaval, 
on the one hand, and technological progress, on the other? 
Can the unconventional revolution, which has vaulted North 
America again to a leading role as an energy supplier, go 
global? Will Africa become a major new energy power? And 
what role will policy and regulation play, especially leading 
up to the Paris climate talks next December? 

This special section, Turning Point: Energy’s New World, 
addresses several key issues at the heart of the current 
energy picture: 

• how shifts in the supply-demand balance—rapid pro-
duction growth in North America and slowing demand 
growth—have driven a precipitous drop in oil prices, 

• who wins—and loses—from the current low oil prices, 

• the missing money problem—how flaws in market-
based pricing reforms can create instability in the elec-
tric power sector, 

• and the impact of a slowing economy on energy in 
China, the world’s largest energy consumer.

We are pleased to collaborate with Foreign Affairs on 
this special section in the run up to the 34th IHS Energy 
CERAWeek conference, April 20-24 in Houston, Texas. 
CERAWeek is recognized as the preeminent gathering for 
the global energy industry. This year’s conference will fea-
ture presentations and interactive sessions by more than 
200 senior executives, government officials, thought lead-
ers, and IHS experts. We anticipate attendance by nearly 
2,800 participants from more than 55 countries. 

As we embark on our 34th CERAWeek conference, we 
invite you to gain new perspectives on the energy future 
through the insights in these pages.

Daniel Yergin
IHS Vice Chairman and  
Chairman of IHS Energy  
CERAWeek
Author of The Quest and The Prize
@Daniel Yergin

Turning Point: Energy’s New World
A special section examining the intersection between energy, the  
global economy, and geopolitics. This section has been prepared  
in conjunction with CERAWeek, the world’s premier conference on 
the energy future, April 20-24, 2015, Hilton Americas - Houston.  
For more information, see www.ceraweek.com.

IHS Energy Report
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Over recent years, the price of oil has stayed near $100 a 
barrel. That price reflected a balance between a massive surge 
of new supply from North America and disruptions and geo-
political tensions that curbed supply elsewhere. That balance 
was a precarious one, and in recent months, it has toppled—
and dramatically so. The oil price is now recalibrating to the 
new reality of supply and demand. But in a break with decades 
of prior practice, this is occurring without a formal agreement 
among OPEC members to adjust supply. At the OPEC meeting 
of last November, the exporting countries decided not to cut 
production. This historic pivot removed the price support that 

had been fundamental to the global oil market for several de-
cades. When OPEC handed over “responsibility” to the market, 
the price decline turned into a rout.

The low oil price will have a significant impact on the oil 
and natural gas industry, consumers, the world economy, and 
the position of individual countries. World economic growth 
will, on balance, get a sizeable boost. But oil and gas compa-
nies, the service companies, and oil exporting nations will all 
feel the pain. 

Weakening fundamentals are at the root of falling oil 
prices. Global supply growth was running ahead of demand 
growth. Something had to give. We expect that lower prices 
will lead to only modest increases in demand due to struc-
tural changes in the global market and pricing policies in many 
countries. Growth in world oil demand is unlikely on its own to 
accelerate sharply enough over the next few years to reduce 
the supply overhang. Importantly, the growth in Chinese oil 
consumption has slowed with the slowing of China’s economy. 
But we project that global GDP will grow steadily, though not 
spectacularly, and that will lead growth in world oil demand to 
increase from 0.9 million barrels per day (mdb) in 2014 to 1.3 
mbd in 2016. 

On the supply side, OPEC has said it will maintain group-
wide crude production at 30 mbd, despite low prices. Indeed, 

we anticipate that OPEC crude production will actually rise next 
year. Given that, unless there are new supply disruptions—al-
ways a possibility—non-OPEC producers will be the ones to 
bring market fundamentals back into equilibrium. While a good 
part of the short-term adjustment will fall on North American 
supply, the effects will be felt around the world.

Lower prices will force many operators to cut their spend-
ing on exploration and development, which will lead, over time, 
to reductions in output. Production of U.S. tight oil—that is, oil 
produced by hydraulic fracturing—will be affected more by 
lower prices than conventional production. The United States 

has emerged—inadvertently—as the world’s new 
swing producer. 

U.S. oil output at the start of 2015 was more than 
1 mbd higher than one year ago, which represents 
sensational growth. And growth will continue, due to 
commitments already in place. But by late 2015 and 
early 2016, reduced investment in exploration and 
development will begin to have an impact on U.S. 
production. Companies are already scaling back ac-
tivities to match their reduced cash flow; and highly 
leveraged firms will face major challenges. According 
to IHS’s Performance Evaluator, U.S. output will con-
tinue to grow until around the middle of this year, at 
which point output will flatten out. This development 
will rebalance world oil supply and demand and pro-
vide a foundation for a potential oil price recovery.

While Canada will add about 450,000 barrels of 
new oil sands supply in 2015 and 2016, thereafter we 
expect production growth there to slow as well. And 
outside North America, cancellations and postpone-

ment of projects to maintain or enhance production will re-
duce non-OPEC supply over time. In all, non-OPEC production, 
which grew by nearly 2 mbd in 2014, is expected to grow by 
only 1 mbd in 2015.

After being in shock for a few weeks,  the global oil industry 
started to redo its budgets to reflect the new, more uncertain 
pricing environment. Companies are cutting budgets by 15 to 
30 percent—or more. Service companies will be under great 
pressure to reduce their costs. Companies will reevaluate new 
projects, and many will be delayed or postponed. The lower 
prices for oil-indexed liquefied natural gas (LNG) will pose chal-
lenges for new LNG projects. 

The new pricing environment will be especially difficult for 
countries seeking investment to develop oil and gas resourc-
es. It’s no longer a seller’s market for nations with oil resources.  
If countries want to attract investment, they will have to revise 
their fiscal regimes and local content regulations to be more 
competitive. And that will require recalibration of expectations, 
not only for governments but for citizens as well.

Daniel Yergin is Vice Chairman, IHS and author of The 
Quest: Energy, Security, and the Remaking of the Modern 
World. James Burkhard is Vice President and Bhushan 
Bahree is Senior Director at IHS. 

Oil and the New Reality of Supply and Demand
by Daniel Yergin, James Burkhard, and Bhushan Bahree

$ per barrel for West Texas Intermediate (WTI)
Source: IHS  ©IHS

CW15-FAinsert_LO.indd   2 1/21/15   12:32 PM



 IHS Energy Report

The recent sharp drop in oil prices 
represents a large transfer of wealth 
from producers of oil to consumers of 
oil—roughly $1.5 trillion or 2 percent of 
world GDP. There are winners and losers, 
but there are two reasons to expect that 
such a transfer will, on balance, be posi-

tive for the global economy. First, oil consumers have a much 
bigger weight in global GDP than oil producers. Second, if re-
cent history is a guide, oil-importing countries tend to spend 
a larger share of their “windfall” than oil-exporting countries. 
Of course, some countries, such as Canada and the United 
States, are both producers and consumers of energy, and for 
them the picture is more mixed.

Who is helped and who is hurt?

• A boost to consumers of oil.
A drop in the prices of oil and products derived from oil (gas-
oline, diesel, jet fuel, heating oil, etc.) increases the purchas-
ing power of consumers and businesses. For example, the 
(roughly) $1.00-a-gallon drop in the pump price of gasoline in 
the United States in recent months is the annual equivalent of 

$100 billion tax cut. It also has the added benefit of boosting 
consumer confidence. Businesses that use a lot of oil (such as 
agriculture and transportation) will also see a significant re-
duction in their costs. An early indication of the boost to the 
U.S. economy is the 5 percent growth rate in the third quarter 
of 2014. The positive impact of lower oil prices is the great-
est in those countries (e.g. the United States) where both en-
ergy taxes and subsidies are low. Where fuel taxes are high 
(e.g. Europe) or where fuel subsidies are generous (numerous 
emerging markets), the impact of an oil-price drop on consum-
er and business incomes is proportionally smaller. While steep 
declines in the price of oil and other commodities may exac-
erbate deflationary pressures in some economies (e.g. China, 
the Eurozone and Japan), it will also give many central banks 
more room to maneuver, allowing them to either keep policy 
very loose or to provide more stimulus.

 

• A hit to producers of oil–some more than others. 
Lower oil prices translate into lower revenues for oil compa-
nies and governments of oil-exporting countries. In the United 
States, some of the positive gains for consumer spending 
will be offset by the negative effects on capital spending in 
the energy sectors (including the postponement or cancella-

Who Benefits and Who Suffers from  
the Plunge in Oil Prices?

by Nariman Behravesh

(continued)

Low oil prices will significantly reduct costs for 
the agriculture and transportation industries.
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tion of large projects) due to depressed earnings. Given the 
much greater importance of oil and gas production to the U.S. 
economy as a result of the unconventional oil and gas revolu-
tion, this offset to consumer spending has increased in recent 
years, but has not undermined the net positive effects of a 
drop in oil prices. The negative ramifications for some other oil 
producers are considerably bigger. Iran, Russia, and Venezuela 
are particularly at risk. All three countries rely on high oil prices 
to balance their budgets. The so-called fiscal breakeven point 
for all three is much higher than current prices—and well over 
$100. Iran and Venezuela have low financial reserves and es-
pecially profligate budgets. In the case of Venezuela, the risks 
of a sovereign default have risen. Russia, on the other hand, 
has a little more room to maneuver, given its higher foreign-
exchange reserves. Nevertheless, falling oil prices are only 
adding to the pain of sanctions and capital flight, as evidenced 
by the plunge of the ruble.

Overview of impacts by key regions  
and economies 

Different regions of the world will see varied effects from 
lower petroleum prices. The following are the increases/de-
creases in 2015 economic  growth, assuming that oil prices av-
erage $60 to $70 per barrel (for Dated Brent) during the year. 
Impacts could be more pronounced if prices are even lower.

• North America.
U.S. real GDP growth will likely be boosted by 0.3 to 0.5 per-
centage point, with a sizable contribution from consumer 
spending. The impact will be smaller (0.2 to 0.3 percentage 
point) in Canada, given the bigger role played by energy. On 
the other hand, because Mexico relies on oil for one-third of 

its government revenues, growth will likely be cut by 0.2 to 
0.4 percentage point, despite the hedge on its oil production.

• Western Europe.
The boost in European growth will be roughly in the same or-
der of magnitude as the United States (up about 0.3 to 0.4 
percentage point). Not all countries will benefit, however. Spe-
cifically, Norway, a major oil exporter, could see a drop in GDP 
growth of 0.2 to 0.4 percentage point. 

• Emerging Europe. 
Lower oil prices will help countries such as Poland and Tur-
key, adding 0.5 to 0.7 percentage point to GDP growth. On the 
other hand, it will hurt the major oil exporters of the region and 
will likely contribute to a deep recession in Russia. 

• Asia. 
The net effect on Asia will be positive. Both China and Japan 
could see a boost to their GDP growth rates of 0.5 to 0.6 per-
centage point. The impact on India and Indonesia (both net 
importers of oil) will be a little larger, at 0.5 to 0.7 point. The 
magnitude will depend on what actions, if any, the govern-
ments in these economies take on fuel subsidies. 

• Central and South America. 
The impact of falling oil prices on the Latin American econo-
mies will be mixed. Net oil importers—such as Brazil, Argentina, 
Chile, and the Central American countries—could see a small 
boost to growth of 0.2 to 0.3 percentage point. At the other 
extreme, Venezuela’s economy will suffer a deep downturn. 

• Middle East and Africa. 
Countries in the region hurt by lower oil prices include Kuwait, 
Iran, Libya, Saudi Arabia, UAE, Angola, and Nigeria. The hit to 
GDP growth could be as much as 2.0 to 3.0 percentage points. 
Countries benefiting from lower oil costs include Jordan, Leba-
non, Morocco, Tunisia, South Africa, and Zambia.

Bottom line 
Since the key beneficiaries of the recent oil-price declines 

are the biggest economies in the world—the United States, 
the European Union, China, and Japan—the net effect on glob-
al growth will likely be positive and in the range of 0.3 to 0.5 
percentage point in 2015.  

Nariman Behravesh is Chief Economist at IHS. 

(continued from previous page)

Low prices are expected to benefit the agriculture and 
transportation industries, both big consumers of oil.
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The Electric Power Industry’s  
Missing Money Problem

by Lawrence Makovich

The restructuring of the electric 
power industry that began twenty-five 
years ago did not play out according to 
plan. “Deregulation” of the North Ameri-
can power sector and “liberalization” in 
Europe never reached the intended end 
state because of the “missing money 

problem.” The problem in short: competitive bidding drives 
market-clearing wholesale electricity prices too low to cover 
the total cost of supplying power. The missing money prob-
lem has made underinvestment in power supply the Achilles 
heel of restructuring plans. How power systems address this 
problem will be one of the key factors shaping the future of the 
electricity sector. 

The missing money problem arises because of the inher-
ent characteristic of electric power production. Building a 
power generation facility of any kind requires large up front 
expenditures, and these fixed costs cannot be altered in the 
short run. Consequently, for electricity generated by conven-
tional technologies—which account for more than two-thirds 
of the world’s supply—fuel is the only significant input that can 
alter the amount of power generated in the short run. 

A modern natural gas-fired power plant, using fuel deliv-
ered at market prices, can produce electricity at an incremen-
tal cost of 4.5 cents per kilowatt-hour (kWh). When rival owners 
of plants like this bid in wholesale power markets, they will be 
willing to provide additional electricity for any price above 4.5 
cents per kWh. Competitive forces thus tend to drive market-
clearing prices to short run marginal costs. 

It’s a different picture when you calculate overall costs. The 
average total cost of that power—which takes into account all 
costs, including upfront investment—is 14 cents per kWh at 
low utilization rates and 7 cents per kWh at maximum utiliza-
tion. But here is the catch: the increased utilization of a power 
plant narrows, but does not fully close, the gap between av-
erage total costs and marginal costs (see chart). As a result, 
when power demand and supply are in balance—including the 
needed reserve margin of capacity to insure electric system 
reliability—the market-clearing price remains below average 
total costs. As the example above shows, the gap between 
the market-clearing price and average total cost is significant. 

The missing money problem surfaces in even starker relief 
with technologies like hydro, wind, and solar. These resources 
have no fuel costs, so the marginal cost of production is ef-
fectively zero. Suppliers of electricity from these sources thus 
face incentives to offer their power at any price greater than 
zero. As a result, when demand and supply conditions cause 
these sources of supply to compete, the market-clearing price 
tends to be driven toward zero. 

The missing money problem is exacerbated by policies 
that subsidize renewable power. When suppliers with renew-
able resources compete in wholesale power markets, they 
recognize that losing a bid to supply electricity means losing 
the opportunity to collect subsidies. Consequently, such sup-

pliers respond by bidding negative prices—effectively offering 
to pay customers to take their power—as long as the available 
subsidies can more than cover sums paid to customers.  

The missing money problem has three major conse-
quences. First, chronically low prices mean underinvestment 
in power supply. Left unaddressed, this could lead to a reprise 
in other regions of the power shortages that plagued Califor-
nia in 2000-01 and led to dramatic price spikes, brownouts, 
and rolling blackouts. Second, low prices cause many existing 
power plants to be retired early, even though their continued 
operation would be less costly than replacing the supply they 
now provide. Third, distorted market signals lead to an inef-
ficient mix of fuels and technologies. IHS estimates such inef-
ficiencies drive the variable cost of electricity produced in the 
United States 9 percent higher than it should be. 

There is no one-size-fits-all solution to the missing money 
problem. Each regional power system has its own character-
istics, and the best mix of solutions in any setting will depend 
on the distinctive characteristics of that system. But IHS, in 
consultation with key industry stakeholders, has identified 
thirteen approaches currently being employed, or considered, 
to address the problem. These approaches range from mar-
ket fixes to re-regulation or public ownership. An evaluation 
of these approaches has shown that some, alone or in com-
bination, can meaningfully address the missing money prob-
lem. Conversely, others are not likely to be effective under any 
circumstances.

Any solutions put forward to address the missing money 
problem should reflect the interests of all key power sector 
stakeholders: electricity generators and operators of whole-
sale markets, as well as consumers, elected representatives, 
and regulators. Implementing effective solutions will first re-
quire convincing all the key actors that a problem exists and 
forging agreement on its nature and causes. Only then will 
stakeholders be able to reach consensus on an effective suite 
of remedies. 

Lawrence Makovich is Vice President and Senior Advisor 
for Global Power at IHS and lead author of the IHS Multiclient 
Special Report, Bridging the Missing Money Gap.

Source: IHS  ©IHS
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With the “new normal” of slower eco-
nomic expansion, energy consumption 
in China is entering a period of deceler-
ating growth. This is after a decade of 
phenomenal increase. “Go to China” was 
the mantra for many energy companies 
around the world as China furiously built 

new supply projects and looked for new resources.  
Many players are asking a very different question today: 

“What happened to China’s insatiable appetite?” With oil de-
mand growing at half the rate of the past decade and electric 
load increasing at the lowest rate since the turn of the century, 
many firms that have targeted China as a promised land—and 
the key market—are feeling anxiety.

A very much justified anxiety. 
The long lead time needed to complete many large en-

ergy supply projects—oil refineries, coal mines, power plants, 
and liquefied natural gas (LNG) facilities—means that some 
launched during the era of exuberance are just being com-
missioned now. The demand conditions under which these 
projects had been planned, just a few years ago, have funda-
mentally changed.  

Deceleration and structural adjustment of 
the Chinese economy

Underpinning the deceleration of growth in energy de-
mand is the economy. China’s previous investment-led mod-
el of growth is giving way to domestic consumption drivers. 
Indeed, investment is no longer the main engine of China’s 
growth; consumption accounted for more than half of GDP 
growth in 2014. The “growth at all cost” approach—often driv-
en by government-led investment—is now being replaced by a 
brand new “economic dashboard” for official assessment that 
includes 40 variables across eight fields, including economic 
structure, the environment, and quality of life. 

With two of the three GDP drivers, investment and exports, 

slowing substantially, overall growth was down to 7.4 percent 
in 2014, lowest since 1990. But Beijing appears content with 
this change in direction and has refrained from any large-scale 
stimulus similar to the one issued in 2009. The prime minister 
has even modified the official growth rhetoric in public speech-
es from the decade-long motto of “relatively high growth” to 
“medium-high growth.” IHS Economics expects China’s growth 
to slow further to 6.5 percent in 2015 and 6.7 percent in 2016.   

Weakening oil demand excacerbating global 
crude supply glut

Oil demand is responding to macroeconomic trends, with 
fewer incremental barrels absorbed by China in recent years. 
By contrast, between 2001 and 2011, China’s oil demand dou-
bled to reach more than 9 million barrels per day (mbd). The 
growth was so massive that it accounted for over half of the 
incremental increase in global oil demand during that period. 
Oil producers around the world counted on growing demand 
from China, and China delivered—at least for a decade. 

Since 2011, however, growth of oil demand has weakened 
greatly, expanding at only 4 percent annually instead of the 
average rate of 8 percent during the prior decade. Industrial 
fuels (diesel, fuel oil, naphtha) were chiefly responsible, due to 
the deceleration in industrial and investment growth. Slower 
growth in China’s oil demand is a key reason behind the pre-
cipitous fall in global crude prices. IHS Energy expects Chinese 
oil demand to grow at only 3-4 percent over the next few years. 

Record low power demand growth threaten-
ing power plant utilization 

To meet burgeoning demand that grew on average 12 
percent annually between 2002 and 2011, China’s power 
generation capacity tripled, making the country’s electrical 
system the largest in the world. Power consumption growth 
since 2011, however, has averaged only 6 percent per year, 
as economic growth slowed and industrial demand dramati-

cally decelerated. The investment-to-consumption shift 
in China’s economy hits power demand especially hard, 
as industry accounts for 70 percent of the electricity 
consumed in the country. This relatively slow growth in 
power demand will continue. 

Meanwhile, substantial new capacity additions are 
still coming online. In particular, so many new hydro 
projects are under construction today that those slated 
to enter service in the next four years alone would be 
sufficient to supply the electricity needs of the entire 
country of Mexico. 

The decisions to invest in these large projects were 
made more than half a decade ago, when power con-
sumption in China was still growing at double-digit 
rates. But approval and construction took 5-6 years. 
These projects’ entrance into service is now expected 
to lead to lower average utilization hours for China’s 
power generation fleet, as overcapacity appears. The 
implications for power producers, equipment manufac-
turers, and fuel suppliers will be significant. 

What is Happening to China’s Demand for Energy? 
by Xizhou Zhou

Source: National Bureau of Statistics, China Customs, China Electricity Council, IHS 
Note: 2014 Q4 numbers are estimated.   ©IHS
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Great turbulence in the coal market as 
coastal demand and imports peak

Nearly three-quarters of China’s electricity is generated 
from coal, so it is no surprise that slowing growth in power 
demand spilled over into the coal sector. What was a surprise, 
however, was the extent of the decline; 2014 was the third suc-
cessive year of oversupply in the Chinese coal market and the 
most serious to date.

For the first time this century, Chinese coal consumption 
and raw coal production both dropped in 2014. In light of a 
concerted policy drive to curb air pollution in coastal cities, 
it appears that coastal China’s coal demand and the imports 
that serve it have both peaked and are now in long-term de-
cline. This was unthinkable only a few years ago and has sent 
shockwaves through the coal industry. 

Thousands of mines are facing cuts as prices have fallen 
precipitously from a high of over RMB 840 ($130) per ton in 
2011 to less than RMB 500 ($80) today, a drop of more than 
40 percent. IHS Energy expects prices to remain at this low 
level for several years, leading to more mine closures in and 
outside China. 

Natural gas: Can China absorb the upcoming 
wave of LNG supply? 

Back in 2010, China was in desperate need of more natural 
gas, as demand outpaced domestic supply. China’s national 
oil companies thus went out and signed many long-term con-
tracts for liquefied natural gas (LNG). Today, these commit-
ments are starting to deliver, with more than 20 million tons 
per year of contracts scheduled to commence in 2015 and 
2016. 

There are now questions whether China can indeed take 
up all this new gas supply as demand weakness starts to 
emerge for the first time. During the summer of 2014, for ex-
ample, spot LNG imports into China dried up, in an environ-
ment of sinking prices. Spot prices this winter, usually a peak 

demand season, were reported to be less than $10 per million 
BTU, from as high as $20 several years ago. The LNG industry 
is shifting decidedly from a seller’s market to buyer’s market. 

Yet even as LNG prices trend downward, coal remains the 
cheapest fuel in China. Despite rising environmental concerns 
and some coal-to-gas switching, end-user energy prices con-
tinue to be a concern for a government that is very sensitive 
to social stability. These concerns may act as a ceiling on how 
much China can take from the global LNG market even with a 
lower oil price. 

What’s life after the super cycle?
A full decade of robust demand growth and high commod-

ity prices made many forget the cycles the energy industry 
is prone to in its history. The super cycle of the past decade 
propelled China to become one of the most important drivers 
in the global energy system. Because of that, China’s demand 
deceleration and the associated energy oversupply in the 
country are of particular importance for the world. The outlook 
in China now is for slower growth in oil demand, decreased 
coal-fired power plant utilization, overcapacity in coal mines, 
and reduced appetite and higher price sensitivity for imported 
gas. 

While many of these trends pose investment risks, they 
also create potential opportunities, such as investment in 
long-distance power transmission lines that could unlock 
cheap coal and hydro resources in western China, coal con-
version technologies to turn cheap coal into methane or pet-
rochemicals, and the possibility of procuring cheaper gas in 
the global market by non-national oil companies. Furthermore, 
after a decade plus of rapid growth, China’s base of energy 
demand is many times bigger, so even a slower rate of growth 
nonetheless produces large increases in incremental demand. 
This means new supply will still very much be needed. 

Xizhou Zhou is Senior Director and Head of China Energy 
at IHS and a lead author of IHS’s China Energy Watch. 

The hydroelectric plant at China’s Three Gorges Dam is 
one of many hydro projects that have recently come on 
line. The electricity they provide and slowing growth in 
power consumption have driven a slump in China’s coal 
demand. 
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It is precisely because 
Putin is not a  

nonentity that he has  
been a calamity.

—Stephen Kotkin
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The Resistible Rise 
of Vladimir Putin
Russia’s Nightmare Dressed 
Like a Daydream

Stephen Kotkin

Mr. Putin: Operative in the Kremlin 
By FioNa HiLL aND CLiFFoRD G. 
GaDDy. Brookings institution Press, 
2013, 400 pp. $29.95.  
 
Putin’s Kleptocracy: Who Owns Russia? 
By KaReN DawisHa. simon & 
schuster, 2014, 464 pp. $30.00.

Fragile Empire: How Russia Fell In and 
Out of Love With Vladimir Putin 
By BeN JuDaH. yale university Press, 
2013, 400 pp. $22.00. 

How did twenty-first-century 
Russia end up, yet again, in 
personal rule? an advanced 

industrial country of 142 million people, 
it has no enduring political parties that 
organize and respond to voter preferences. 
The military is sprawling yet tame; the 
immense secret police are effectively in 
one man’s pocket. The hydrocarbon sector 
is a personal bank, and indeed much of 
the economy is increasingly treated as 
an individual fiefdom. Mass media move 
more or less in lockstep with the com-
mands of the presidential administration. 

Competing interest groups abound, but 
there is no rival center of power. in late 
october 2014, after a top aide to Russia’s 
president told the annual forum of the 
Valdai Discussion Club, which brings 
together Russian and foreign experts, that 
Russians understand “if there is no Putin, 
there is no Russia,” the pundit stanislav 
Belkovsky observed that “the search 
for Russia’s national idea, which began 
after the dissolution of the soviet 
union, is finally over. Now, it is evident 
that Russia’s national idea is Vladimir 
Vladimirovich Putin.”

Russia is classified as a high-income 
economy by the world Bank (having a 
per capita gdp exceeding $14,000). its 
unemployment remains low (around five 
percent); until recently, consumer spend-
ing had been expanding at more than 
five percent annually; life expectancy 
has been rising; and internet penetration 
exceeds that of some countries in the 
european union. But Russia is now beset 
by economic stagnation alongside high 
inflation, its labor productivity remains 
dismally low, and its once-vaunted school 
system has deteriorated alarmingly. and 
it is astonishingly corrupt. Not only the 
bullying central authorities in Moscow 
but regional state bodies, too, have been 
systematically criminalizing revenue 
streams, while giant swaths of territory 
lack basic public services and local vigi-
lante groups proliferate. across the 
country, officials who have purchased 
their positions for hefty sums team up 
with organized crime syndicates and use 
friendly prosecutors and judges to extort 
and expropriate rivals. President Vladimir 
Putin’s vaunted “stability,” in short, has 
turned into spoliation. But Putin has been 
in power for 15 years, and there is no end 
in sight. stalin ruled for some three 
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hopeful scenario would require yet 
another act of personal rule.

From leningrad to moscow
Putin was born in Soviet Leningrad in 
1952, the only surviving child of parents 
who had lived through the Nazi siege of 
the city a decade earlier. He grew up in a 
rough section of Peter the Great’s show-
case, took up martial arts, graduated with 
a degree in law from Leningrad State 
University, and begged his way into the 
kgb, eventually being posted to Dresden, 
East Germany, in 1985. 

In 1990, after the fall of the Berlin 
Wall, the kgb recalled him to Leningrad 
and assigned him to his alma mater, where 
his former law professor Anatoly Sobchak 
still taught part time. Sobchak eventually 
became chair of the city council and then 
mayor, and Putin served as his top deputy, 
responsible for difficult assignments, 
including feeding the city’s large popula-
tion during the years of post-Soviet 
economic depression. He discovered that 
Leningrad’s self-styled democrats could 
get almost nothing done and that he could 
embezzle money both to help address the 
city’s challenges and to enrich himself and 
his cronies. When Sobchak lost a bid for 
reelection in 1996, Putin found himself 
unemployed at 43. But a year later, through 
connections (notably Alexei Kudrin, 
another official in the Sobchak mayoralty 
who had become deputy chief of staff to 
Russian President Boris yeltsin), Putin 
moved to Moscow and obtained a series 
of positions in the presidential adminis-
tration, the successor to the old Soviet 
central-party apparatus.

There are indications that Putin might 
have coveted the lucrative, powerful ceo 
job at Gazprom, Russia’s monopoly gas 
behemoth, but if so, it eluded him. Then, 

decades; Brezhnev for almost two. Putin, 
still relatively young and healthy, looks 
set to top the latter and might even outdo 
the former.

In some ways, observers are still trying 
to fathom how the revolt against tsarist 
autocracy in 1917—the widest mass 
revolution in history up to that point—
culminated in a regime unaccountable to 
itself, let alone to the masses. Now, after 
the mass mobilizations for democracy that 
accompanied and followed the 1991 Soviet 
collapse, a new authoritarianism has taken 
shape. Of course, Putin’s dictatorship 
differs substantially from the Soviet 
communist version. Today’s Russia has 
no single ideology and no disciplined 
ruling party, and although it lacks the rule 
of law, it does allow private property and 
free movement across borders. Still, the 
country is back in a familiar place, a 
one-man regime.

The methods Putin used to fix the 
corrupt, dysfunctional post-Soviet state 
have produced yet another corrupt, dys-
functional state. Putin himself complains 
publicly that only about 20 percent of his 
decisions get implemented, with the rest 
being ignored or circumvented unless he 
intervenes forcefully with the interest 
groups and functionaries concerned. But 
he cannot intervene directly with every 
boss, governor, and official in the country 
on every issue. Many underlings invoke 
Putin’s name and do what they want. 
Personal systems of rule convey immense 
power on the ruler in select strategic 
areas—the secret police, control of cash 
flow—but they are ultimately ineffective 
and self-defeating.

Russia just might be able to get out of 
this trap, in part because of the severity 
of the various crises currently besetting 
Putin’s regime. But perversely, even that 
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year appointed him first acting prime 
minister of the Russian Federation and 
then acting president. So the simplest 
answer to the question of how Putin came 
to power is that he was selected.

yeltsin’s inner circle, known as “ 
the Family”—in particular, Valentin 

yumashev (the ghostwriter of 
yeltsin’s autobiographies) and 

yumashev’s future wife, 
yeltsin’s daughter Tatyana—
picked Putin over others 

who failed their auditions. He 
had shown a basic competence 

in administration 
and had demon-

strated loyalty 

(having arranged in 1997 for Sobchak, 
then under threat of arrest, to escape to 
France without submitting to Russian 
passport control). It was hoped that he 
would protect the Family’s interests, 
and maybe those of Russia as well. Putin 
secured victory in the March 2000 
presidential election through control of 
the country’s main television station, 

in July 1998, lightning struck: yeltsin 
appointed the former lieutenant colonel 
above hundreds of higher-ranking 
secret police officers to head the fsb, the 
successor to the kgb—and the following 
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patriotism, and the humbling of some 
oligarchs. Some fear of authority was 
necessary to tame the utter lawlessness 
into which the country had sunk. Putin 
instilled that fear, thanks to his own 
history and persona and some highhanded 
political theater, such as the arrest of 
Khodorkovsky, who was taken right off 
his private jet, which was shown again 
and again on Russian tv. But Putin’s 
transformation into a dominant political 
figure required more than a widely shared 
appreciation that he was saving the 
Russian state. It also took a surprise 
economic boom.

From 1999 through 2008, Russia’s 
economy grew at a brisk seven percent 
annually, thereby doubling its gdp in 
ruble terms. Real individual income 
growth was even brisker, increasing by 
two and a half times. In dollar terms, 
because of the ruble’s appreciation over 
time, the increase in gdp was exception-
ally vivid: from a nadir of around $196 
billion in 1999 to around $2.1 trillion in 
2013. A new, grateful Russian middle class 
was born, some 30 million strong, able to 
travel and shop abroad easily. More 
broadly, Russian society was transformed: 
cell-phone penetration went from zero 
to 100 percent, unemployment dropped 
from 12.9 percent to 6.3 percent, and the 
poverty rate fell from 29 percent to 13 
percent. Wages rose, pensions were doled 
out, and the immense national debt that 
had been accumulated by previous leaders 
was paid off early. Foreign investors reaped 
rich rewards, too, as Russia’s stock market 
skyrocketed, increasing 20-fold.

Many analysts have attributed the 
Russian boom to luck, in the form of 
plentiful fossil fuels. yet although oil and 
gas have generally brought in approxi-
mately 50 percent of the Russian state’s 

Channel One (thanks to Boris Berezovsky, 
a secondary member of the Family); 
ruthless manipulation of the Chechen 
terrorist threat; and access to all the perks 
of incumbency. Some fraud, too, cannot 
be excluded. In the reported results, 
Putin received nearly 40 million votes, 
53 percent of those cast, a majority that 
enabled him to avoid a runoff. Second 
place (29 percent) went to the Commu-
nist Party candidate-bogeyman. Nine 
other candidates split the rest of the votes.

Interestingly, when Putin took office, 
he had little effective power. His chief 
of staff, Alexander Voloshin, was a core 
member of the Family and would remain 
in his commanding position for two more 
years. Berezovsky continued to control 
Channel One, and the second most 
important station, privately owned 
ntv, belonged to the independent actor 
Vladimir Gusinsky. The mammoth cash 
flow generated by the state gas monopoly 
had been largely privatized into the 
hands of a cabal led by Rem Vyakhirev 
(a protégé of the former Soviet gas 
minister, later the Russian prime minister, 
Viktor Chernomyrdin), and much of the 
oil industry had been formally privatized, 
a lot of it into a huge new company, 
yukos, controlled by Mikhail Khodor-
kovsky. Russia’s then 89 regions were in 
the hands of governors who answered to 
no one. Chechnya had de facto indepen-
dence. The Russian state was floundering. 

Bit by bit, however, using stealth and 
dirty tricks, Putin reasserted central 
control over the levers of power within 
the country—the tv stations, the gas 
industry, the oil industry, the regions. It 
was a cunning feat of state rebuilding, 
aided by Putin’s healthy contrast to the 
infirm yeltsin, hyped fears of a Russian 
state dissolution, well-crafted appeals to 
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and software, driven by increased domes-
tic demand and global outsourcing. Many 
of the Soviet legacy industries, such as 
coal and steel, underwent significant 
rationalization, as unprofitable mines or 
plants were phased out. (Agriculture, 
however, was never really revived, let 
alone rationalized, and Russia became 
dependent on food imports.)

Skeptics take note: oil prices during 
Putin’s first presidential term, when 
growth was robust, averaged only around 
$35 a barrel; during Putin’s second term, 
the average grew to around $65 a barrel. 
In recent years, with oil prices consis-
tently at or above $100 a barrel, Russia’s 
economy has stagnated.

China’s rise, the ruble’s devaluation, 
and a pent-up wave of structural reforms 
were critical to the Russian boom, but as 
the man in charge, Putin took the lion’s 
share of the credit. His critics refuse to 
acknowledge his contribution, and some 
have improbably made him out to be a 
nonentity. In her 2012 biography, The 
Man Without a Face, for example, the 
Russian American journalist Masha 
Gessen offers the ultimate portrait of 
Putin as an accident. A well-written, 
impassioned compendium of facts, 
hearsay, and psychologizing about Putin’s 
life and career, Gessen’s book makes Putin 
out to be a mere thug and self-dealer, a 
murderer but ultimately a small man. 
yet accidents and nonentities do not 
stay in power this long.

Mr. Putin, by Fiona Hill and Clifford 
Gaddy, two Russia hands at the Brookings 
Institution, offers less drama but more 
balance. It characterizes Putin as moving 
back and forth among six different 
personas: the Statist, the History Man 
(celebrating tsarist Russian statesmen), 
the Survivalist, the Outsider (not a 

revenues, they have accounted for no 
more than 30 percent of the economy at 
large—a high number, but significantly 
lower than Middle East petrostate 
proportions. Even adding in all the 
knock-on effects around hydrocarbons, 
the most sophisticated analyses of Russian 
economic growth credit oil and gas with 
at most 40 to 50 percent of gdp during 
the boom. An immense amount of other 
value was created during these years as 
well, and Putin was partly responsible. 

As president, Putin delegated handling 
of the economy to Mikhail Kasyanov, 
his prime minister; German Gref, the 
minister of economic development and 
trade; and Kudrin, then the finance 
minister, who introduced a raft of anti-
inflationary and liberalizing measures 
(Gazprom excepted). Tax cuts increased 
incentives to work and reduced incentives 
to hide income. Simplification of business 
licensing and reduced inspections led to 
a burst of entrepreneurialism. Financial 
reforms and sensible macroeconomic 
policy facilitated investment. And land 
became a marketable commodity. 

The impact of these pro-market 
reforms, which Putin supported and 
signed, was magnified by favorable trade 
winds. Russia had undergone a searing 
debt default and currency devaluation in 
1998, and most commentators thought 
the country would be devastated. But in 
fact, the devaluation unintentionally made 
Russian exports cheaper and thus more 
competitive. At the same time, China’s 
ongoing rise lifted global prices for 
Russian products, from fertilizer and 
chemicals to metals and cement. Insa-
tiable Chinese demand brought Soviet 
legacy industries back from the dead. 
Brand-new sectors surged as well, such 
as retail, food processing, biotechnology, 
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of Rosoboronexport, yuri Kovalchuk of 
Bank Rossiya, Matthias Warnig of Nord 
Stream pipeline, and many more. Al-
though a few of these individuals rose to 
power during the last decade and a half, 
most got to know Putin early, during his 
St. Petersburg years. (Warnig’s relation-
ship with Putin dates back to Dresden.) 
Dawisha details how they all got filthy 
rich thanks to the noncompetitive privati-
zation of state assets, no-bid government 
contracts, dubious loans, fake bankruptcies, 
phantom middleman firms, tax “refunds,” 
patriotic megaprojects (such as the Olym-
pics), and other favors. She maintains that 
Putin, too, is a thief, and, calling attention 
to the $700,000 worth of watches publicly 
spotted on his wrist, she repeats guessti-
mates that put his personal wealth at 
$40 billion.

A political scientist at Miami Uni-
versity in Ohio, Dawisha has, for the 
most part, not uncovered new informa-
tion but assembled in one place nuggets 
from the diplomatic cables published 
by WikiLeaks, investigative reportage, 
old Stasi files, comments made by an 
important Russian defector, and other 
sources, all of which she has posted 
online. Her prose is workmanlike, and 
not all the disparate materials fit easily 
into her simple storyline.

Particularly striking is the fact that 
most of the book is devoted to the 
period before Putin first became president. 
Dawisha reminds us that the kgb’s role 
in private business began even before the 
Soviet collapse, and she argues that these 
are the roots of Putin’s kleptocracy—
challenging the conventional wisdom in 
which the 2003 arrest of Khodorkovsky 
and the confiscation of his private oil 
giant, yukos, marked a key turning point. 
“Like other scholars of Russia, I have 

Muscovite, not an apparatchik, not even 
a typical kgb officer), the Free Marketeer 
(actually, crony capitalist), and the Case 
Officer (who wins people’s confidence 
through manipulation, bribery, and 
blackmail). It is a nicely rounded portrait. 
It is not, however, an intimate one.

Refreshingly, Hill and Gaddy refrain 
from imputing motives to Putin. They 
have met with him briefly in a large group 
but rely mostly on many of the same few 
voices that are quoted in Gessen’s book, 
as well as in foundational biographies by 
Oleg Blotsky and Alexander Rahr, and 
on a published interview with the former 
Kremlin insider Gleb Pavlovsky. In their 
best chapters, Hill and Gaddy delineate 
the self-defeating cross-purposes among 
the six Putin personas, along with Putin’s 
limitations when it comes to public 
politics. They rebut the prevalent Ameri-
can narrative about a tragic Putin betrayal 
of a yeltsin-era trajectory toward democ-
racy, bending over backward to make 
understandable the alternative Russian 
narrative of a Putin-led rescue from a 
1990s “time of troubles.” But they do 
not advance their own explicit, systematic 
explanation for how it was possible, in 
such a vast country, to establish what they 
dub a “one-boy network” political system.

Follow the moneY
Western sanctions levied against Russia 
over its actions in Ukraine have targeted 
not economic sectors but individuals. 
Putin’s Kleptocracy, by Karen Dawisha, 
shows why such an approach makes sense. 
It offers a comprehensive catalog of 
Putin’s cronies: Arkady and Boris Roten-
berg of gas pipeline construction fame, 
Gennady Timchenko of the Gunvor 
Group, Igor Sechin of Rosneft, Alexey 
Miller of Gazprom, Sergey Chemezov 
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happened to them? She concedes that 
under Putin, “not everything went as 
planned,” but her telling of the story 
makes it seem otherwise. This misses 
the fact that Putin and his cronies, as 
well as his mass base, were largely losers 
under Gorbachev and yeltsin. Notwith-
standing its private-sector and offshore 
machinations, the former kgb was initially 
cut out of the really big money in oil, 
gas, metals, diamonds, and gold. A 
strong continuity argument obscures 
the shifts and contingencies that have 
occurred, as well as the progressive 
radicalization in the kleptocracy that 
has taken place over time—not only 
after 2003 but even over the last two 
years. Dawisha also overlooks any 
dynamic beyond Putin. Property is 
continually being expropriated by 
regime loyalists because that is a major 
way they mark their relative status in the 
pecking order—and how they survive, 
warding off attacks from others by 
going on offensive raids themselves.

Dawisha’s portrait of Putin’s supposed 
primordial will to enrichment leads her to 
dismiss not just his first-term structural 
reforms and the vision behind them but 
also the four-year presidential term of 
his junior crony, Dmitry Medvedev—an 
episode that followed Putin’s decision to 
respect, at least formally, the constitutional 
limit of two consecutive presidential 
terms. The dismissal may be understand-
able: Medvedev was (and is) derisively 
known as “the Teddy Bear” (Medvezhonok). 
He was picked for a reason. And yet 
throughout his tenure, Medvedev was 
urged by his own entourage and various 
powerful interest groups to dismiss Putin 
from the prime ministership.

One can debate the seriousness of the 
Medvedev-approved investigation of the 

spent a significant portion of my career 
thinking and writing about how the 
post-Communist states might make  
a transition toward democracy,” she 
confesses, but says that eventually she 
got wise, concluding that Russia was 
not “an inchoate democratic system 
being pulled down by history, accidental 
autocrats, popular inertia, bureaucratic 
incompetence, or poor Western advice.” 
Rather, “from the beginning Putin and 
his circle sought to create an authoritar-
ian regime ruled by a close-knit cabal 
with embedded interests, plans, and 
capabilities, who used democracy for 
decoration rather than direction.” Putin’s 
nasty tendencies, in other words, cannot 
be blamed on external factors, such as 
nato expansion.

Questions about her analysis can be 
raised. Dawisha never really clarifies, for 
example, the extent to which sincerely 
held beliefs bind the Putin kleptocrats 
(as they did, say, the old Brezhnev clique, 
who also were said to be a bunch of 
cynics). She quotes Nikolay Leonov, the 
former head of analysis for the kgb, as 
saying of Putin and his kgb associates 
back in 2001, “They are patriots and 
proponents of a strong state grounded 
in centuries-old tradition. History 
recruited them to carry out a special 
operation for the resurrection of our great 
power, because there has to be balance in 
the world, and without a strong Russia 
the geopolitical turbulence will begin.” 
So is the enrichment an end in itself or 
a means to an end?

Most fundamentally, Dawisha’s 
assertions about near-total intentionality—
kleptocracy by “intelligent design”—
strain credulity. Russia has known lots 
of designs, including those of Mikhail 
Gorbachev and yeltsin, and what 
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1990s had been a criminal, dangerous 
time. I hoped for something different.” 
The something different turned out to 
be a personal dictatorship.

Judah has actually written two books. 
One is about what he calls Putin’s “tele-
populism,” in which he discusses the 
Kremlin’s spin doctors and puppeteers, 
such as Vladislav Surkov, and how the 
George W. Bush administration’s aggres-
sions and transgressions proved to be 
a gift to their manipulations. But the 
concept of the Putin regime as a 
“videocracy” dead ends, because, as 
Judah himself demonstrates, the propa-
ganda is not always so effective and 
Putinism is more than mere show; it is 
a society. Judah details how Russian 
state spending on security, law, and 
order went from $2.8 billion in 2000 to 
$36.5 billion by 2010. More than 40 
percent of the new middle class works 
for the state, and therefore they are not 
independent people. The regime’s social 
base, in other words, is itself.

The other book is a vivid portrait of 
Moscow as an oppressive colonial power 
in its own lands. Judah travels out to 
remote locales and finds the little Putins, 
the feudal lords presiding over near 
statelessness and profound despair. He 
makes it to desolate Tuva, once part of 
Mongolia, in southern Siberia, where 
Putin is said to have posed topless for 
the cameras on a faux hunting expedition. 
“Putin?” a villager from Erjei says to the 
author. “He never did anything good for 
the country. He just took all the money 
from oil and gas production and took it 
for himself and his mates. . . . Why the 
hell would we support Putin?” Judah also 
travels to Birobidzhan, the improbable 
Soviet Jewish homeland on the border 
with China, and finds no sign of a feared 

Kremlin’s own Khodorkovsky prosecution, 
the pressure campaign against Sechin and 
other Putin cronies serving on the boards 
of private companies, the timid moves 
toward economic diversification and 
redemocratization, and the improved 
relations with the United States. One 
could even implausibly assume that all 
of that was brilliant manipulation by 
remarkably clever and effective puppet 
masters in order to fool the Russian 
people and the West. But the fact remains 
that Medvedev had full authority to 
dismiss Putin, to deny him access to state 
resources in a campaign, and to declare 
his own intention to run for reelection. 
That the Teddy Bear did not make a 
move does not mean he couldn’t have.

emPeror without clothes
In Fragile Empire, the journalist Ben Judah 
sees Putin’s return to the presidency for a 
third term as a severe blow to the regime. 
His punchy book can be flip, but he talked 
to so many people, and lets their voices 
be heard, that his own snark and con-
tempt are somewhat offset. “you see this 
man had good qualities, too,” Alexander 
Belyaev, the former head of the St. 
Petersburg city assembly, tells him of 
Putin. “He was an expert at making 
friends, of being loyal to those friends. 
He is a brilliant observer of human 
nature, and he is very good at tactics.” 
Similarly, Sergei Kolesnikov, a member 
of Putin’s St. Petersburg clique who had 
been helping finance a palace for Putin 
in the south before choosing to expose 
his corruption and then going into exile 
in Estonia, tells Judah, “I was surprised 
when Putin became president. Of course 
I was surprised, everyone was surprised. 
At first I really wanted to support him 
and help him in any way I could. The 
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was the only part of the economy where 
to be a player and to be a winner you 
needed no political connections, no 
United Russia membership card, and 
no visits to the Kremlin.” All that has 
been changing, however, since the 
book was written.

Judah rips into the Internet-savvy 
opposition to Putin for being out of touch 
with the common people. He describes 
Alexei Navalny, the blogger who rose to 
fame as a critic of corruption, as a xeno-
phobe and a “pure product of Putinism.” 
Judah heaps disdain on the tens of 
thousands of Muscovites who risked 
going out into the streets in 2011–12 to 
protest the regime, calling them “the 
demographic in Russia . . . most accus-
tomed to skiing in France” and asserting 
that “the protests failed because Moscow 
is not Russia.” (Protests occurred in many 
cities.) His condescension descends into 
incoherence when he writes of Pussy 
Riot, the punk band that carried out an 
ill-fated performance act in an Orthodox 
church, that they “captured the vanity 
and, ironically, the unpolitical nature of 
the radical art scene. They were interested 
in protest, not politics.” Readers are 
likely to find this an often engaging 
book marred by an excess of attitude.

Still, Judah offers one of the best 
accounts of how Putin built his personal 
regime out of the mundane process of 
addressing the pathologies of the Russian 
state he inherited. To clean things up, 
an undertaking for which Putin had 
wide support, he had to acquire ever 
more power. All the while, a bogeyman 
served him well—not a return to com-
munism, yeltsin’s scarecrow, but the 
chaos of yeltsinism. “The power to 
control the Russian nightmare of total 
collapse brought [Putin] to power  

Chinese demographic invasion. “Are you 
worried that in the future the land will 
not be Russian and will be controlled 
by China? That there will be no more 
motherland here?” he asks mushroom 
sellers in a Russian area leased to Chinese 
farmers who grow soybeans. “Who gives 
a fuck about the motherland,” the mush-
room sellers answer. “There is no fucking 
motherland.”

How representative such interviews 
are remains unclear. Judah apparently 
spent little time in Russia’s many bustling 
provincial cities, such as yekaterinburg, 
Novosibirsk, or Lipetsk, which are clearly 
better off today than they were even just 
a few years ago. His reporting is designed 
not to offer a full picture of Russia but to 
show how the lawlessness Putin sought 
to fix is worse than ever. He finds the 
predominantly Muslim North Caucasus, 
a place where Putin pays colossal tribute 
for a sheen of loyalty, nearly fully de-
Russified. Whereas previously it was 
the Chechens who wanted out of Russia, 
Judah writes, now many Russians would 
not mind seeing Chechnya go, since they 
detest the massive budget transfers to 
the region ($30 billion for nine million 
inhabitants between 2000 and 2010).

Judah has some smart things to say 
about the Russian Internet, pointing out 
that “unlike in other Eastern European 
countries, the platforms that hosted it 
were largely indigenous because of the 
Cyrillic script, allowing it to become a 
‘pole’ in the emerging online world, 
like China, which also uses home-grown 
platforms.” Russian equivalents for 
Google and Facebook, moreover, have 
operated largely beyond the suffocating 
regime. “The Internet grew in Russia 
in a kind of utopia—where there was no 
state,” one interviewee tells Judah. “This 
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change in Russia had always failed 
because they had not altered the country’s 
underlying system of norms, which rested 
on a deeply ingrained preference for 
informal rules. “Modernization reinforced 
archaism,” Hedlund grimly concluded, 
quoting the historian Geoffrey Hosking; 
“increasing state control meant entrench-
ing personal caprice.”

Hedlund’s attention to values yielded 
exceptional insight, but he overempha-
sized the institutional continuities sup-
posedly at work from ancient Muscovy 
onward and underplayed the power of 
Russia’s relations with the outside world. 
Not just a preference for informal rules 
but also Russia’s quest for great-power 
status, and especially its perennial diffi-
culties competing with stronger powers, 
has produced both the collapses and 
the trying aftermaths, during which an 
imperative to revive national greatness 
comes to the fore. “Russia was and will 
remain a great power,” announced Putin’s 
original presidential manifesto, posted 
online in late 1999. “Russia is in the 
middle of one of the most difficult 
periods in its history. For the first time 
in the past 200–300 years, it is facing 
a real threat of sliding into the second, 
possibly even the third, echelon of 
states.” In response, he offered an abiding 
vision of Russia as a providential power, 
with a special mission and distinct 
identity. Exceptionalism has been the 
handmaiden of personalism.

Putin resembles a villain out of 
central casting. He has repeatedly 
revealed him self as cocksure, patroniz-
ing, aggrieved, vindictive, and quick 
with a retort for Western critics. But he 
is hardly the first Russian leader to make 
demonization of the West a foundation of 
Russia’s core identity and its government’s 

and has kept him in power,” Judah 
succinctly summarizes. 

But none of this unfolded automati-
cally; the construction of such a regime 
required certain skills and real work. 
Putin seized an opportunity provided by 
historical contingencies, and he proved 
up to the task. He made himself indis-
pensable to all factions and interests, their 
guarantor—or not—in a system in which 
uncertainty besets even the richest and 
most powerful. He shamelessly mon-
etized his political position, but he also 
turned out to be dedicated to the cause 
of Russian statehood, in his own kgb way. 
Certain kinds of leaders do seem to fit 
certain moments in a country’s history. 
Putin only looks like an accident. And it 
is precisely because he is not a nonentity 
that he has been a calamity. 

the lonelY Power
Remarkably, this pattern keeps repeating 
itself in Russia. About a decade ago, 
Stefan Hedlund, an expert on Russia at 
Uppsala University, in Sweden, wrote 
an impressive overview of 12 centuries 
of Eastern Slavic history in an attempt 
to explain Putin’s authoritarianism. He 
pointed out that Russia had essentially 
collapsed three times—in 1610–13, 
1917–18, and 1991—and that each time, 
the country was revived fundamentally 
unchanged. Despite the depth of the 
crises and the stated intentions of would-
be transformative leaders, Russia 
reemerged with an unaccountable govern-
ment, repression, and resistance to the 
imposition of the rule of law. Hedlund’s 
impressive tome was titled Russian Path 
Dependence, but rather than complete 
determinism, he perceived choices—albeit 
choices heavily conditioned by culture. 
He noted that efforts at institutional 
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continue to possess the advanced 
technology Russia needs, especially in 
energy exploration and drilling. Over 
the long term, realizing the ambitions 
Putin and his supporters have articu-
lated would require new and deeper 
structural reforms, a dramatic cutback 
in bureaucracy and state procurement 
shenanigans, and the creation of an 
environment supportive of entrepre-
neurialism and investment. Medvedev 
made gestures in such a direction, but 
Putin has ridiculed those, choosing the 
path of least resistance in the short 
term and thus risking possible long-
term stagnation or worse. A revival of 
Russia’s latent Soviet-era industrial 
capacity was a trick that could happen 
only once.

Emotive nationalism and social 
conservatism have long been present in 
post-Soviet Russia, but they have intensi-
fied in state propaganda since 2012. This 
was due partly to the outbreak of street 
protests in the winter of 2011–12 chal-
lenging Putin’s announcement that he 
would return to the presidency. But more 
fundamentally, it was also because the 
other possible way forward—a second 
round of structural reform—would have 
been incredibly hard to carry out, not 
least because it might have threatened to 
undermine the current elite’s suffocating 
grasp on power. As it happened, the mass 
Ukrainian uprising against misrule that 
began in late 2013 and culminated in 
President Viktor yanukovych’s cowardly 
abandonment of Kiev in February 2014 
reconfirmed the long-standing Kremlin 
line of a scheming West committed to 
encircling and overthrowing the regime 
in Russia. Putin’s seizure of the southern 
Ukrainian region of Crimea, in turn, 
strongly reinforced the trend in the 

claim to legitimacy. Moreover, today’s 
Russia is significantly more ethnically 
homogeneous and nationalist than was 
the old Soviet Union, and Putin has 
perfected the art of moistening the eyes 
of Russian elites assembled in opulent 
tsarist settings, plucking the strings of 
mystical pride in all things Russian and 
of ressentiment at all things Western. 
They see reason where critics see mad-
ness. From the Kremlin’s perspective, as 
Washington engages in stupid, hypo-
critical, and destabilizing global behavior, 
Moscow shoulders the burden of serving 
as a counterweight, thereby bringing 
sanity and balance to the international 
system. Russian lying, cheating, and 
hypocrisy thus serve a higher purpose. 
Cybercrime is patriotism; rigging 
elections and demobilizing opposition 
are sacred duties. Putin’s machismo 
posturing, additionally, is undergirded 
by a view of Russia as a country of real 
men opposing a pampered, gutless, and 
decadent West. Resentment toward U.S. 
power resonates far beyond Russia, and 
with his ramped-up social conservatism, 
Putin has expanded a perennial sense of 
Russian exceptionalism to include an 
alternative social model as well.

Paradoxically, however, all of this has 
only helped render Russia what the 
analyst Lilia Shevtsova has aptly called a 
“lonely power.” Putin’s predatory politics 
at home and abroad, his cozying up to 
right-wing extremists in Europe, and 
his attempted engagement of a powerful 
China hardly add up to an effective 
Russian grand strategy. Russia has no 
actual allies and has damaged its most 
important relationship, that with Ger-
many. Winning domestic plaudits at 
Western powers’ expense is politically 
useful, but those countries, as always, 
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the population. So what happens now, 
especially given that the Russian leader 
has managed to trap himself in the latest 
and largest of his so-called frozen con-
flicts, enraging the West and setting 
himself on a path toward isolation and 
creeping autarky?

a waY out?
Neither Putin nor his Western counter-
parts planned to get embroiled in a 
prolonged standoff over Ukraine. Russia’s 
seizure of Crimea and support for sepa-
ratist rebels in eastern Ukraine violated 
international law and, following the 
downing of a civilian airliner (almost 
certainly by Russian-assisted rebels), 
provoked the imposition of significant 
Western sanctions. But the crisis is not 
simply about Russian aggression, nor 
can it be solved simply by trying to force 
Moscow to retreat to the status quo ante. 
Even an unlikely retreat, moreover, would 
not necessarily last.

Ukraine is a debilitated state, created 
under Soviet auspices, hampered by a 
difficult Soviet inheritance, and hollowed 
out by its own predatory elites during two 
decades of misrule. But it is also a nation 
that is too big and independent for Russia 
to swallow up. Russia, meanwhile, is a 
damaged yet still formidable great power 
whose rulers cannot be intimidated into 
allowing Ukraine to enter the Western 
orbit. Hence the standoff. No external 
power or aid package can solve Ukraine’s 
problems or compensate for its inherent 
vulnerabilities vis-à-vis Russia. Nor would 
sending lethal weaponry to Ukraine’s 
brave but ragtag volunteer fighters and 
corrupt state structures improve the 
situation; in fact, it would send it spiraling 
further downward, by failing to balance 
Russian predominance while giving 

Kremlin away from facing the tough 
policy choices that would actually bolster 
Russia’s great-power status.

Given the West’s imposition of 
sanctions and dropping world oil prices, 
it might be tempting to write Putin off. 
Authoritarian regimes often prove to be 
at once all-powerful and strikingly brittle, 
and Judah, for one, sees Putin’s rule as 
almost on its last legs. And yet, despite 
the Russian population’s seething anger 
over its predatory state and educated 
urbanites’ despondency over the absence 
of a modernizing vision for the future, 
much of the elite retains a strong sense of 
mission and resolve. Dawisha concludes 
that “Putin will not go gentle into the 
night,” and she is probably correct. Judah 
underestimates the ways this new kind 
of flexible authoritarianism has found to 
adapt to often self-created challenges, and 
his book is bereft of any discussion of 
foreign policy, a vital instrument in the 
tool kit of authoritarianism. 

Putin’s Russia possesses powerful 
resources as a potential international 
spoiler, including the ability to apply 
economic pressure, buy off or co-opt 
powerful foreign interests, engage in 
covert operations, wage cyberattacks, 
and deploy a modernizing military force 
that is by far the strongest in the region. 
Ironically, Russia’s greatest source of 
leverage might be the fact that the West, 
especially Europe, needs its neighbor’s 
integration into the international order. 
Managing such integration would be a 
lot less difficult if Putin were just a thief, 
à la Dawisha, or a cynic, à la Judah. But 
he is actually a composite, à la Hill and 
Gaddy—a thief and a cynic with deeply 
held convictions about the special quali-
ties and mission of the Russian state, 
views that enjoy wide resonance among 
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Nagorno-Karabakh, part of Azerbaijan; 
Transnistria, a sliver of Moldova; 
Abkhazia and South Ossetia, disputed 
units of Georgia; and now Donetsk and 
Luhansk, parts of Ukraine—each entails 
a story of Stalinist border-making. 

The European Union cannot resolve 
this latest standoff, nor can the United 
Nations. The United States has indeed 
put together “coalitions of the willing” 
to legitimize some of its recent interven-
tions, but it is not going to go to war over 
Ukraine or start bombing Russia, and 
the wherewithal and will for indefinite 
sanctions against Russia are lacking. 
Distasteful as it might sound, Wash-
ington faces the prospect of trying  
to work out some negotiated larger 
territorial settlement.

Such negotiations would have to 
acknowledge that Russia is a great power 
with leverage, but they would not need 
to involve the formal acceptance of some 
special Russian sphere of interest in its 
so-called near abroad. The chief goals 
would be, first, to exchange international 
recognition of Russia’s annexation of 
Crimea for an end to all the frozen 
conflicts in which Russia is an accom-
plice and, second, to disincentivize such 
behavior in the future. Russia should 
have to pay monetary compensation for 
Crimea. There could be some federal 
solutions, referendums, even land swaps 
and population transfers (which in many 
cases have already taken place). Sanc-
tions on Russia would remain in place 
until a settlement was mutually agreed 
on, and new sanctions could be levied if 
Russia were to reject negotiations or 
were deemed to be conducting them in 
bad faith. Recognition of the new status 
of Crimea would occur in stages, over 
an extended period.

Moscow a pretext to escalate the conflict 
even more. Rather, the way forward must 
begin with a recognition of some banal 
facts and some difficult bargaining.

Russia’s seizure of Crimea and inter-
vention in eastern Ukraine do not chal-
lenge the entire post-1945 international 
order. The forward positions the Soviet 
Union occupied in the heart of Europe 
as a result of defeating Nazi Germany 
were voluntarily relinquished in the 
early 1990s, and they are not going to 
be reoccupied. But nor should every 
detail of the post–Cold War settlement 
worked out in 1989–91 be considered 
eternal and inviolate. That settlement 
emerged during an anomalous time. 
Russia was flat on its back but would 
not remain prostrate forever, and when 
it recovered, some sort of pushback was 
to be expected.

Something similar happened follow-
ing the Treaty of Versailles of 1919, 
many of the provisions of which were 
not enforced. Even if France, the United 
Kingdom, and the United States had 
been willing and able to enforce the 
peace, their efforts would not have 
worked, because the treaty had been 
imposed during a temporary anomaly, 
the simultaneous collapse of German 
and Russian power, and would inevita-
bly have been challenged when that 
power returned.

Territorial revisionism ensued after 
World War II as well, of course, and 
continued sporadically for decades. Since 
1991, there have been some negotiated 
revisions: Hong Kong and Macao under-
went peaceful reabsorption into China. 
yugoslavia was broken up in violence and 
war, leading to the independence of its 
six federal units and eventually Kosovo, 
as well. Unrecognized statelets such as 
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nor the two in conjunction have altered 
Russia’s behavior, diminished its potential 
as a spoiler, or afforded Ukraine a chance 
to recover. 

Whether they acknowledge it or not, 
Western opponents of a negotiated 
settlement are really opting for another 
long-term, open-ended attempt to contain 
Russia and hope for regime change—a 
policy likely to last until the end of Putin’s 
life and possibly well beyond. The costs 
of such an approach are likely to be quite 
high, and other global issues will continue 
to demand attention and resources. And 
all the while, Ukraine would effectively 
remain crippled, Europe’s economy would 
suffer, and Russia would grow ever more 
embittered and difficult to handle. All of 
that might occur no matter what. But if 
negotiations hold out a chance of some-
how averting such an outcome, they are 
worth a try. And the attempt would hold 
few costs, because failed negotiations 
would only solidify the case for contain-
ment in Europe and in the United States.

It is ultimately up to Russia’s leaders 
to take meaningful steps to integrate 
their country into the existing world 
order, one that they can vex but not fully 
overturn. To the extent that the Ukraine 
debacle has brought this reality into 
sharper focus, it might actually have 
been useful in helping Putin to see 
some light, and the same goes for the 
collapse of oil prices and the accompa-
nying unavoidable devaluation of the 
ruble. After the nadir of 1998, smart 
policy choices in Moscow, together with 
some lucky outside breaks, helped 
Russia transform a crisis into a break-
through, with real and impressive steps 
forward. That history could replay 
itself—but whether it will remains the 
prerogative of one person alone.∂

It would be a huge challenge to devise 
incentives that were politically plausible 
in the West while at the same time 
powerful enough for Russia to agree to a 
just settlement—and for Ukraine to be 
willing to take part. But the search for a 
settlement would be an opportunity as 
well as a headache.

Nato expansion can be judged to have 
been a strategic error—not because it 
angered Russia but because it weakened 
nato as a military alliance. Russia’s elites 
would likely have become revanchist even 
without nato’s advance, because they 
believe, nearly universally, that the United 
States took advantage of Russia in 1991 
and has denied the country its rightful 
place as an equal in international diplo-
macy ever since. But nato expansion’s 
critics have not offered much in the way 
of practicable alternatives. Would it really 
have been appropriate, for example, to 
deny the requests of all the countries east 
of Germany to join the alliance? 

Then as now, the only real alternative 
was the creation of an entirely new 
trans-European security architecture, 
one that fully transcended its Cold War 
counterpart. This was an oft-expressed 
Russian wish, but in the early 1990s, 
there was neither the imagination nor the 
incentives in Washington for such a heavy 
lift. Whether there is such capacity in 
Washington today remains to be seen. 
But even if comprehensive new security 
arrangements are unlikely anytime soon, 
Washington could still undertake much 
useful groundwork.

Critics might object on the grounds 
that the sanctions are actually biting, 
reinforced by the oil price free fall—so 
why offer even minimal concessions to 
Putin now? The answer is because neither 
the sanctions, nor the oil price collapse, 
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Can Economists 
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The Right Lessons From the 
Financial Crisis

Alan S. Blinder

What Have We Learned? Macroeconomic 
Policy After the Crisis
EDITED By GEORGE A. AKERLOF, 
OLIVIER J. BLANCHARD, DAVID 
ROMER, AND JOSEPH E. STIGLITZ. 
MIT Press, 2014, 286 pp. $19.95.

Is it acceptable for a reviewer to 
complain about a book’s title? I hope 
so, because this one is pretty mislead-

ing. A number of valuable lessons can 
indeed be gleaned from the two and a 
half dozen essays that compose this quite 
interesting volume, but the book’s subject 
is described far more accurately by the 
title of the April 2013 International 
Monetary Fund conference that spawned 
it: “Rethinking Macro Policy II: First 
Steps and Early Lessons.” (yes, there 
was a “Rethinking Macro Policy I,” which 
resulted in an earlier mit Press volume.)

The two subjects are related, of course. 
But readers expecting the insights of 31 
prominent authors on what economists 
should have learned from the crisis may 

come away disappointed. For example, 
the book’s index does not even contain the 
words “bubble,” “subprime,” “Lehman,” 
or “aig,” and there is only one reference 
to derivatives. Still, readers looking for 
wisdom on how to rethink monetary, 
fiscal, macroprudential, and other policies 
will be richly rewarded, for this fine 
volume is bristling with it.

The five essays written by the editors 
are alone worth the price of admission, 
and the other 25 include the often pro-
vocative thoughts of such luminaries as 
Sheila Bair, former chair of the Federal 
Deposit Insurance Corporation; Stanley 
Fischer, former governor of Israel’s central 
bank and current vice chair of the U.S. 
Federal Reserve; Mervyn King, former 
head of the United Kingdom’s central 
bank; Jean Tirole, the French expert on 
markets and regulation who won the 
2014 Nobel Prize in Economics; Janet 
yellen, the current Fed chair; and 
many more. 

Not every essay in this volume is a 
gem. But some of them are. I particu-
larly liked the Berkeley economist David 
Romer’s ruminations on what he calls 
“deeper solutions,” such as imposing 
much higher capital requirements on 
banks, creating a simpler financial sector, 
legislating stronger automatic stabilizers, 
and replacing inflation targeting with a 
new monetary policy framework. Unfor-
tunately, such large topics are barely 
touched on elsewhere in the book—which 
is precisely Romer’s point.

Policy wonks will be captivated by the 
reflections on the budding field of macro-
prudential policy from the Bank of 
England’s Andrew Haldane and the Bank 
for International Settlement’s Claudio 
Borio, as well as the accounts of what 
Israel and South Korea have already done 
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this time is diFFerent
Still, the question suggested by the book’s 
title nags: What should economists and 
policymakers have learned from the crisis 
and its aftermath? I have seven personal 
favorite lessons, the first of which is that 
Hyman Minsky was right.

Minsky, who died in 1996, may have 
had the highest ratio of importance to 
influence of any economist in the twenti-
eth century. He argued for years that 
financial fragility and recurring cycles 
of boom and bust (rather than equilib-
rium) should be the central concepts in 
theorizing about financial markets and 
the macroeconomy. Instead of assuming 
that markets are efficient and expecta-
tions are rational, he wrote, economists 
should assume that markets regularly 
go to extremes and that people forget. 
When the profession was being swept 
by the efficient-market tide, this was 
deeply contrarian thinking, but I think 
he was basically correct. 

The financial world envisioned by 
Minsky is different in every respect 
from the one posited by the efficient-
market hypothesis. As long as the good 
times roll, people lose sight of the bitter 
lessons of the past, claiming that “this 
time is different.” Financial excesses grow 
more severe as bubbles progress, creat-
ing greater vulnerability to shocks and 
more damage when the bubbles finally 
burst. The crashes themselves always 
seem to come as surprises, after which 
sentiment swings radically in the other 
direction: people shun risk, pessimism 
rules, and the economy struggles. This 
all sounds like an accurate description 
of what happened in the United States 
and elsewhere between, say, 2000 and 
2010. But Minsky is barely mentioned 
in this volume.

in this domain by their former central 
bank heads (Fischer and Kim Choong-soo, 
respectively). Tirole also contributes an 
insightful essay on financial regulation. 

And who wouldn’t want to read what 
yellen has to say about conducting 
monetary policy at the zero lower bound? 
Because she is chair of the U.S. Federal 
Reserve, her every word on monetary 
policy is now parsed like Holy Writ, so it 
is interesting to learn that in April 2013, 
she wrote approvingly of the Columbia 
University professor Michael Woodford’s 
essay in this volume, which suggests, 
as she put it, “that the [central bank’s] 
policy rate should, under present condi-
tions, be held ‘lower for longer’ than 
conventional policy rules imply.” At the 
time, the Federal Open Market Commit-
tee had not yet adopted the Woodfordian 
prose that it subsequently offered in its 
December 2013 statement and then 
modified in March 2014 to read:

The Committee currently anticipates 
that, even after employment and 
inflation are near mandate-consistent 
levels, economic conditions may, for 
some time, warrant keeping the 
target federal funds rate below levels 
the Committee views as normal in 
the longer run.

Those words from the committee are 
consistent with Woodford’s view that 
mere forecasts by a central bank of its 
own future actions are not enough. As 
Woodford writes in his contribution to 
this volume, “If a central bank intends 
to conduct policy later in a way that is 
different from what people in the mar-
kets would already expect, then it should 
seek to communicate that intention by 
talking directly about how future policy 
decisions will be made.”
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Fool me once
A third lesson is that self-regulation is an 
oxymoron. “Self-regulating organizations,” 
a legal creation of U.S. securities law, are 
private (but presumably public-spirited) 
institutions to which, say, the Securities 
and Exchange Commission delegates 
authority for detailed rule-making and 
enforcement. One quintessential exam-
ple is a stock exchange. Self-regulating 
organizations can bring great technical 
expertise to bear on certain regulatory 
issues, but they can also be like foxes 
guarding chicken coops. I have long 
been skeptical of them due to obvious 
conflicts of interest, and that skepticism 
has been deepened by how they performed 
in the run-up to the recent crisis. The 
lesson here seems painfully simple: 
regulators must regulate, not delegate.

The fourth lesson is that fraud and 
near fraud can become so prevalent that 
they can have macroeconomic effects. 
“Fraud” is a legal term, and it is hard to 
prove. What I call “near fraud” is a moral 
term, and it is much easier to identify. 
Near frauds were rife, for example, in 
the way the financial industry dealt 
with borrowers and investors during 
the U.S. mortgage boom of 2003–6. 
Until the financial volcano erupted, 
however, virtually all economists, myself 
included, thought that fraud and near 
fraud, bad as they might be, could not 
rise to the level of macroeconomic 
significance.

Wrong again. It is now clear that a 
veritable epidemic of deception in the 
home mortgage market, especially in 
subprime lending, helped fuel the housing 
bubble, with disgracefully bad mortgages 
pumping up the demand for low- and 
medium-priced houses. Wall Street then 
turned these awful mortgages into horrible 

A second lesson is that “Reinhart-
Rogoff recessions” are worse than 
“Keynesian recessions.” In a Keynesian 
recession, one or more components of 
spending (say, homebuilding) sag, 
perhaps because the central bank has 
raised interest rates to fight inflation. 
Once inflation is back under control, 
monetary policy reverses course, 
interest rates fall, the housing market 
recovers, and growth resumes. Even the 
monstrous U.S. recession of 1981–82, 
which was called the Great Recession 
in its day, fit this pattern. 

But what I now call “Reinhart-Rogoff 
recessions” (after the work of Harvard’s 
Carmen Reinhart and Kenneth Rogoff) 
are creatures of a different sort. Reinhart-
Rogoff recessions destroy portions of 
the financial system and leave much of 
the rest reeling. Having been preceded 
by huge buildups of debt, they leave a 
painful legacy of deleveraging, which 
makes the recession deep and long and 
the recovery tepid and slow.

Reinhart and Rogoff emphasize the 
importance of sharp buildups of public 
debt, stemming, for example, from bank 
bailouts and recessions, which may 
drive up interest rates, limit the ability 
to use fiscal stimulus, turn fiscal policy 
procyclical, or even threaten sovereign 
default. If fiscal expansion is blocked 
by a large public debt and monetary 
expansion is blocked by zero interest 
rates, recovery from a Reinhart-Rogoff 
recession (unlike a Keynesian recession) 
may require unorthodox debt-reducing 
policies, such as explicit debt forgiveness 
or implicit debt repudiation through 
inflation. These radical remedies are far 
from the usual Keynesian prescription—
and, like Minsky, they are almost 
entirely absent from this volume.
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buyers of financial instruments to 
comparison-shop effectively—or even 
to know what they are buying. When 
investors don’t understand the risks 
they are taking—as many did not during 
the bubble—big mistakes can be made. 
Losses in the subsequent crash can be 
larger than anyone imagined, and markets 
can freeze up because no one knows 
what complex securities are worth. 
Complexity per se can thus be a source 
of financial fragility.

In his essay, Romer writes that “it is 
not immediately clear that the benefits 
of the financial innovations of recent 
decades have been on a scale that warrants 
[the] costs [they imposed].” Amen. 
He wonders whether “a much simpler, 
1960s- or 1970s-style financial system 
[would] be better than what we have now.” 
It would have been great to read the 
ruminations of some of the conference’s 

securities, many of which were subse-
quently blessed with aaa ratings by 
pliant rating agencies. Derivatives built 
on these dodgy securities multiplied the 
breadth and depth of exposure to the 
toxic mix, and when the day of reckoning 
finally arrived, the entire economy was 
affected. Who knew? We do now.

A fifth lesson (one that is actually 
mentioned in the book) is that excessive 
complexity in finance is both anticom-
petitive and dangerous. Homo economicus, 
an efficient, rational, calculating machine, 
never worries about complexity. But 
Homo sapiens is an entirely different 
creature. We humans are poor and biased 
calculators. We regularly succumb to 
fads, fancies, and passions. We can  
be fooled. 

All this means that in the real world, 
extreme complexity can undermine 
competition by making it harder for 
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The things they carried: leaving Lehman Brothers, London, September 2008
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experts on this excellent question.
A sixth lesson is that go-for-broke 

incentives will induce traders to go for 
broke. In the years before the crisis, 
commercial banks, investment banks, 
and hedge funds often compensated 
their traders in ways that offered fabulous 
riches for success but comparative slaps 
on the wrist for failure. Such skewed 
compensation systems created powerful 
incentives to take huge risks. To make 
the situation even worse, many traders 
were smart, young, risk-loving, and 
avaricious. So they acted just as one 
might have expected, gambling furiously. 
As long as the boom proceeded, success-
ful traders became as rich as Croesus. 
But when the bust came, others bore 
the brunt of the losses.

The problem with such skewed incen-
tives should have been obvious to anyone 
who paused to think about them before 
the crisis. Apparently, few did. Now many 
have, and compensation practices have 
changed. But, like Minsky, I worry 
about what will happen over time as 
people forget.

illiQuid or insolvent?
The seventh and final lesson is that 
illiquidity looks a lot like insolvency. 
Economists and financial experts are 
accustomed to drawing a sharp dis-
tinction between being short on cash 
(illiquid) and having negative net worth 
(insolvent). If you’re a financial busi-
ness, illiquidity is the flu. A truckload 
of borrowed cash will enable you to 
recover from it, probably quickly. But 
insolvency is fatal; you are headed to 
bankruptcy court. The nature and sever-
ity of the two financial ailments are 
generally considered to be different, 
as are the classic remedies for them.
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acted to save it, justifying its highly 
unorthodox actions by arguing that the 
firm was illiquid but solvent. But does 
anyone doubt that Bear Stearns would 
have died absent the Fed’s intervention?

Six months later, Lehman Brothers 
showed remarkably similar symptoms: 
a liquidity squeeze brought on by the 
prospect of large losses. But this time, 
the Fed refused to intervene, basing its 
decision on a judgment that Lehman 
did not have enough good collateral to 
cover what might have been a short-term 
bridge loan. Deemed insolvent, Lehman 
was dispatched to bankruptcy court. 

But were the two situations really 
so different? Regardless of where one 
comes down on the decision to save 
Bear but let Lehman go, the two cases, 
taken as a pair, deal a fatal blow to the 
allegedly sharp distinction between 
illiquidity and insolvency.

 Whatever the drawbacks of this 
volume, the thinking on policy issues 
presented in it make it a must-skim for 
people seriously interested in macro-
economic policy. It’s not really a book, 
except in the physical sense: no story 
holds the various pieces together, no 
voice creates a single coherent point 
of view, and one can read the essays in 
any order. But it offers a bountiful and 
delicious smorgasbord from which 
readers can graze according to taste, 
returning until they are sated. So I’m 
delighted to keep a copy close by, the 
misleading title notwithstanding.∂

Fischer’s interesting essay in this 
volume takes this traditional distinction 
a step further, suggesting it as a way to 
demarcate the proper domains of central 
banks versus finance ministries in a crisis. 
“So long as a financial institution needs 
only liquidity assistance, the [central bank] 
can handle the problem on its own; but 
as soon as the insolvency of a financial 
institution has to be dealt with, the 
Treasury has to be involved.”

This sounds sensible; after all, dealing 
with potential insolvencies may have 
fiscal consequences. But is the distinc-
tion between illiquidity and insolvency 
truly clear, or even relevant, in a crisis? 
During a panic, news or even rumors that 
a financial institution may have suffered 
large losses (and hence may be in danger 
of insolvency) can create a liquidity 
squeeze by precipitating a run on it. 
And the process operates in reverse: a 
run on a financial institution with posi-
tive net worth can destroy the firm 
unless someone comes to the rescue 
with a large loan. 

Several essays in the volume take up 
this issue, and on balance, they recognize 
that the line between illiquidity and 
insolvency can be blurred or even erased. 
For example, the New york University 
economist Nouriel Roubini writes that 
if there is a run and no lender of last 
resort, “you may end up in a situation 
in which a liquidity problem leads to 
insolvency.”

The cases of Bear Stearns and 
Lehman Brothers, and the different 
reactions of the Federal Reserve and 
the U.S. Treasury to them, illustrate 
just how important these issues can be 
in practice, and just how difficult they 
are to address. In March 2008, Bear 
Stearns was bleeding cash. The Fed 
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The World 
According to 
Kissinger
How to Defend Global Order

Wolfgang Ischinger

World Order 
By HENRy KISSINGER. Penguin 
Press, 2014, 432 pp. $36.00. 

How many authors could title their 
book simply World Order without 
sounding utterly presumptuous? 

Henry Kissinger still plays in a league of 
his own. For admirers and critics alike, he 
is more than just a former U.S. secretary 
of state and previous national security 
adviser. Some see him as the quintessential 
wise man of U.S. foreign policy; others, 
as a diehard realpolitiker hanging on to 
yesterday’s world; and still others, as a 
perennial bête noire. To all, he remains 
larger than life. And regardless of how 
one views Kissinger, his new book is 
tremendously valuable. 

To call World Order timely would be 
an understatement, for if there was one 
thing the world yearned for in 2014, it 
was order. In the Middle East, the 
Syrian civil war has killed hundreds of 
thousands and allowed jihadist groups 
to threaten the stability of the entire 

region. In Asia, an economically resur-
gent China has grown more assertive, 
stoking anxiety among its neighbors. 
In West Africa, the Ebola pandemic has 
nearly shut down several states. And 
even Europe, the most rule-bound and 
institutionalized part of the world, has 
seen its cherished liberal norms come 
under direct assault as Russian President 
Vladimir Putin reclaimed military aggres-
sion as an instrument of state policy. 

Even more ominous, the traditional 
guardians of global order seem to have 
become reluctant to defend it. Following 
long, costly wars in Afghanistan and Iraq, 
the United States and other Western 
powers are suffering from intervention 
fatigue, preferring instead to focus on 
domestic concerns. And the rising powers 
have so far proved either unwilling or 
unable to safeguard international stability. 

Enter Kissinger. A strategist and 
historian by training, he takes the long 
view. The core of the book is his explo-
ration of different interpretations of 
the idea of world order and competing 
approaches to constructing it. Kissinger 
opens the book by defining the term 
“world order” as “the concept held by a 
region or civilization about the nature 
of just arrangements and the distribu-
tion of power thought to be applicable 
to the entire world.” As he is quick to 
point out, any system of this kind rests 
on two components: “a set of commonly 
accepted rules that define the limits of 
permissible action and a balance of power 
that enforces restraint where rules break 
down, preventing one political unit 
from subjugating all others.” 

Kissinger’s world, it turns out, is not 
just about power derived from economic 
wealth and military might but also about 
the power of ideas—although for him, 
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capitalism to borderless postmodernity. 
But only the prevailing structure, Kissinger 
argues, fulfills the two main objectives of 
world order: legitimacy and a balance of 
power. Among the book’s many messages, 
then, perhaps the clearest of all is a 
warning: do not dispose of an organizing 
principle if there exists no ready alterna
tive that promises to be just as effective.

the ideas that matter most are those of 
the powerful. In his view, traditional 
notions such as sovereignty and non
interference still reign supreme, having 
buttressed the international system for 
almost four centuries. Today that system 
is very much in flux, however, as power
ful actors promote alternative ways to 
order it, from theocracy to autocratic 
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Islam, in the form of both political 
movements such as the Muslim Brother-
hood and jihadist groups such as al Qaeda 
and the Islamic State of Iraq and al-Sham, 
or isis. The latter’s rise illustrates a 
new danger, according to Kissinger: a 
“disintegration of statehood into tribal 
and sectarian units” that risks tipping 
the region into “a confrontation akin 
to—but broader than—Europe’s 
pre-Westphalian wars of religion.” 

Kissinger’s survey of the Middle East 
also takes in the relationship between 
the United States and Iran, a rivalry 
that pits the putative guardian of the 
liberal world order against a state that 
has deliberately placed itself outside 
of that system. Kissinger traces the 
tradition of Iranian statecraft back to 
the Persian empire, emphasizing how 
Iran has always aspired to be more than 
just a normal state in the Westphalian 
sense, struggling to “decide whether it 
is a country or a cause.” This tradition 
heavily influences multilateral negotiations 
over Iran’s nuclear program. Kissinger 
suggests that the United States should 
foster cooperative relations with Iran 
based on the principle of noninterven-
tion. Where constructive diplomacy is 
not enough, however, the United States 
should employ balance-of-power politics 
to cajole Iran into cooperation, using 
alliances with the region’s Sunni 
powers as leverage. The outcome  
of Washington’s current attempt at 
rapprochement with Tehran might 
determine “whether Iran pursues  
the path of revolutionary Islam or  
that of a great nation legitimately  
and importantly lodged in the  
Westphalian system of states.” 

Asia is another region where West-
ern concepts of world order have long 

westPhalia 2.0 
For Kissinger, today’s international 
system owes its overall resilience to 
the astuteness of seventeenth-century 
European statesmen. The modern state 
system emerged in 1648 after a century 
of sectarian conflict, when the bitter 
Thirty years’ War brought together 
representatives of the European powers 
to establish the Peace of Westphalia. 
The treaties they concluded codified the 
idea of sovereign states as the building 
blocks of international order. A century 
and a half later, at the Congress of 
Vienna, in 1814–15, diplomats such as 
the French envoy Talleyrand and the 
Austrian foreign minister Klemens von 
Metternich explicitly spelled out the 
principle of balance of power as a way 
of managing the international system. 
In recounting these events, Kissinger 
is on his home turf. Although some 
contemporary historians and political 
scientists might object to his idealization 
of Westphalian institutions, one of 
Kissinger’s gifts is a knack for revealing 
the relevance of historic structures to 
present-day politics. 

There are limitations to that exercise, 
of course: Western ideas about states and 
politics have been foisted on other regions 
ever since colonial times, and they still 
compete with other, older visions of 
order and power that cannot be ignored. 
This is particularly true in the Middle 
East. Thus, the book examines the 
enduring impact of the Shiite-Sunni 
schism on the contemporary Muslim 
world and the emergence of secular 
states there after the Westphalian system 
expanded beyond Europe. Today, the 
regional order—still composed of 
European-style nation-states—is 
threatened by transnational political 
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competed with indigenous visions. 
Even the very idea of an Asian region 
is itself something of a Western import: 
prior to the arrival of modern Western 
powers in the fifteenth century, none of 
the region’s many languages had a word 
for Asia, and their speakers shared little 
sense of belonging to a single continent. 
Kissinger pays particular attention to 
China and goes to great lengths to 
distill the traditional Chinese world-
view, which posited that the country 
was not one power center among many 
but the “sole sovereign government of 
the world,” where the Chinese emperor 
ruled over “all under heaven.” According 
to Kissinger, the rise of China in the 
twenty-first century comes with refrains 
of these traditional views, as Beijing 
searches for a synthesis between its 
ancient tradition and its new role “as  
a contemporary great power on the 
Westphalian model.” He warns that 
China and the United States hold 
incompatible views on democracy and 
human rights but stresses that the two 
countries share a common interest in 
avoiding conflict. Indeed, World Order 
suggests that U.S.-Chinese relations 
may be less risky than China’s relations 
with its Asian neighbors. East Asia, he 
reminds readers, is a region where 
“nearly every country considers itself  
to be ‘rising,’ driving disagreements  
to the edge of confrontation.” 

rules oF engagement
Kissinger is at his most interesting 
when considering the country he knows 
best: the United States. World Order 
offers some pointed commentary on the 
current debate in Washington over the 
United States’ proper role in the world. 
But Kissinger is no mere pundit, and 
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partners, and Kissinger stresses that 
they all are best served when they 
cultivate their relationship, working 
not only to maximize the overall level 
of Western influence in world affairs 
but also to restrain one another’s worst 
impulses. 

Kissinger is certainly right to warn 
of the excessive self-righteousness that 
democracies sometimes demonstrate. 
But he is perhaps too skeptical of some 
more recent forms of liberal interna-
tionalism. He argues, for example, that 
the “responsibility to protect” doctrine—
which holds that a state forfeits its 
sovereign right to noninterference if 
it fails to protect its population from 
mass atrocities, requiring the interna-
tional community to act on this 
population’s behalf—could destabilize 
the international system. But liberal 
societies devised this principle in 
order to prevent ruthless leaders from 
manipulating and making a mockery 
of Westphalian norms in their efforts 
to escape punishment for abusing their 
own people. On balance, applying the 
doctrine properly would do more to 
protect the liberal order than to under-
mine it.

Although he might take issue with 
such thinking, Kissinger acknowledges 
that it will become increasingly 
difficult for Western democracies to 
pursue policies that undercut their 
basic commitment to liberal values. 
And he points out that long-term 
stability based on oppression is an 
illusion, as the Arab revolts of 2011 
demonstrated. The coming decades 
will see plenty of argument over this 
basic dilemma, as Western powers 
weigh how much liberalism is too 
much—or too little.

his analysis rests on a deep exploration 
of two competing strands of thought 
that have historically shaped U.S. foreign 
policy: the pragmatic realism of President 
Theodore Roosevelt and the liberal 
idealism of President Woodrow Wilson. 

Although Kissinger sometimes 
couches his views in abstract terms, it 
is easy to comprehend what he thinks 
of President Barack Obama’s critics, 
who blame the president for not 
offering enough leadership. Pointing to 
a number of wars with far-reaching 
goals that the United States first waged 
and then had to abandon midstream, 
Kissinger does not hide his skepticism 
over idealistic enterprises that fail to 
recognize the limits of U.S. power, 
leading to disappointments, if not 
full-fledged foreign policy disasters. 
“Critics will ascribe these setbacks to 
the deficiencies, moral and intellectual, 
of America’s leaders,” he writes. 
“Historians will probably conclude 
that they derived from the inability to 
resolve an ambivalence about force and 
diplomacy, realism and idealism, power 
and legitimacy, cutting across the 
entire society.”

Even though Kissinger strongly 
takes the side of restraint in the ongo-
ing tug of war between the Roosevel-
tian and Wilsonian impulses in U.S. 
foreign policy, he acknowledges the 
important role that liberal values play, 
too. “America would not be true to 
itself if it abandoned this essential 
idealism,” he writes. And although he 
recognizes Washington’s special role as 
a defender of Western norms, Kissinger 
also emphasizes that “world order 
cannot be achieved by any one country 
acting alone.” The European powers 
remain the United States’ most natural 
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But Kissinger is fully aware that the 
international system is influenced by 
factors other than great-power politics 
and that there are other powerful sources 
of order and disorder—most notably 
the global economy, the environment, 
and technological change. However, 
some of these factors take a secondary 
role in Kissinger’s work. 

The broad reach of globalization and 
the resulting degree of complex inter-
dependence come with new challenges. 
For instance, the spread of capitalism 
and free trade has lifted millions out of 
poverty but has also generated unsus-
tainable degrees of inequality. And the 
economic interdependence produced 
by globalization acts as both a stabiliz-
ing and a disruptive force, encouraging 
growth but also expanding the reach of 
economic shocks. Such interdependence 
has changed the politics of coercion, as 
Western states now commonly use their 
economic power to force other countries 
to comply with international rules. This 
strategy might not always produce good 
results, but it has brought Iran back to 
the negotiating table and remains the 
only option the West has available for 
pressuring Russia to change course  
in Ukraine. 

World order will also be subject to 
climate change, a phenomenon that is 
largely man-made but that lies outside 
policymakers’ control. It is too late to 
prevent climate change from affecting 
the lives of billions of people—a fact 
that can cut both ways when it comes to 
global stability. An environmental catas-
trophe could bring the world together, 
just as the devastation of World War II 
compelled countries to forge a more 
durable international system, create 
the United Nations, and establish the 

A WHOLE NEW WORLD?
As far as Kissinger is concerned, nation-
states are still the main players in the 
international system. Neither interna-
tional institutions nor nonstate actors 
play an important role in his book. In 
this view, not all that much has changed 
since 1814, when the European powers 
convened in Vienna to forge a sustain-
able system that, minor outbreaks of 
violence aside, preserved peace on the 
continent for a century. Nor is today 
much different from 1914, when the same 
major powers drove Europe over the 
cliff, unleashing a major war that became 
the first truly global conflict. Kissinger’s 
notes of caution, repeated throughout 
the book, serve as a warning for those 
who think that humanity has nearly 
overcome the old patterns of power 
politics and state rivalry.

That message is particularly pertinent 
for the eu, whose most enthusiastic 
cheerleaders promote it as the vanguard 
of a borderless, post-Westphalian world. 
The eu has without a doubt fundamen-
tally transformed Europe: rising right-
wing nationalism notwithstanding, young 
people in eu states tend to identify with 
both their home countries and the union 
as a whole. However, it would be impru-
dent and dangerous to expect the rest of 
the world to eagerly follow Europe’s lead. 
Although regional integration projects 
are advancing elsewhere, the breadth and 
depth of the European experience may 
remain unique. Europe, the birthplace of 
the Westphalian model, might be ready to 
move on. But the rest of the world isn’t—
and, Kissinger argues, that’s for the best. 
As he puts it, “Westphalian principles 
are, at this writing, the sole generally 
recognized basis of what exists of a 
world order.” 
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Most notably, recent cyberattacks and 
hybrid warfare have demonstrated that 
cyberspace has already become a battle-
field on which familiar concepts such 
as deterrence and even defense need 
to be defined anew. 

Kissinger’s secret wish might be to 
stage a Congress of Vienna for the 
twenty-first century. And although 
world politics is complicated by a host 
of factors that don’t fit easily into the 
Westphalian model—transnational 
identities, digital hyperconnectivity, 
weapons of mass destruction, global 
terrorist networks—Kissinger is still 
right to insist that the management  
of great-power relations remains of 
paramount importance. Indeed, there 
should not need to be another Thirty 
years’ War to provide the impetus for 
a new Westphalian peace and a world 
order that is at once legitimate and 
reflective of the new geopolitical reali-
ties. Kissinger’s book is a gift to all of 
those who care about global order and 
seek to stave off conflict in the twenty-
first century. No one else could have 
produced this masterpiece.∂

Bretton Woods institutions, which 
have functioned fairly well since 1944. 
Alternatively, a climate crisis could 
magnify existing tensions, undermine 
global governance, and further erode 
the capacity of weak states to responsi-
bly administer their own territories. 

When it comes to technological 
change, it is obvious that Kissinger does 
not feel completely comfortable in this 
brave new world. He recognizes that 
the Internet has enabled many of the 
contemporary era’s great achievements, 
but he faults it for giving rise to a less 
substantive, more cursory way of think-
ing about the world’s true complexity. 
“Knowledge of history and geography 
is not essential for those who can evoke 
their data with the touch of a button,” 
Kissinger writes. “The mindset for 
walking lonely political paths may 
not be self-evident to those who seek 
confirmation by hundreds, sometimes 
thousands of friends on Facebook.” He 
likens today’s digital optimists—those 
who believe that cyberspace can solve 
the world’s most pressing problems—
to the naive Wilsonian idealists of a 
century ago.

younger analysts tend to have a 
different view, of course. And although 
Kissinger’s skepticism is well inten-
tioned and not unjustified, it is indis-
putable that new technologies have 
already fundamentally changed the 
practice of diplomacy and statesman-
ship. Today’s diplomats must be 
prepared to speak to a global audience 
and to constantly contend with an inter-
national media circus. They must be 
both hard-nosed negotiators and global 
communicators: tweeting Talleyrands, 
ready to defend their interests in the 
real world and the virtual world alike. 
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Fifty years after gaining in-
dependence, Malawi is ex-

periencing one of the most pivotal 
periods of its history. The debris 
of past political and economic 
turmoil are now being cleared 
away as a new democratic breath 
sweeps the country, bringing the 

hope of a prosper-
ous future for 

all citizens. 
M a l a w i , 
a land-
l o c k e d 
country 
situated 

in south-
east Af-

rica along 
the western 

branch of the 
Great Rift Valley, 

offers notable natural features 
such as Lake Malawi—the third 
largest freshwater lake in Africa, 
making it a destination of choice 
for the investment community. 
The Minister of Foreign Affairs 
and International Cooperation, 

Dr. George Chaponda, ex-
plains what makes Malawi unique: 
“Our location in southern Africa 
means we can act as a hub for 
global fi rms seeking a strategic 
site within the area from which 
to run their regional operations. 
Now that we are strengthening 
our transport links, we will be-
come a gateway to other coun-
tries in Africa.” 

Given its diversity and variety 
of woodland, tropical rainforest, 
open savannah and high altitude 
grassland, it is no surprise that 
the country has earned the nick-
name of the “warm heart of Af-
rica.” In the quest to achieve its 
regional ambitions, Malawi is fac-
ing challenges such as economic 
diversification, deforestation, and 
rural development as it gets back 
on a track of growth. Only strong 
political will accompanied by au-
dacious reform will enable the 
country to enter this new era; 
H.E. President Peter Mutharika’s 
election in May 2014 marked the 
beginning of Malawi’s rebirth. 

>> In 2013, Malawi’s gross domestic product (GDP) 
grew 6.1 percent as a result of positive growth across all 
sectors of the economy. In 2015, the economy is projected to 
continue rapidly expanding, and is anticipated to register a similar growth rate. 
A wind of restored confi dence accompanied the new Mutharika administration, 
under which Malawi is expected to take fl ight.
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Location: South-East Africa
Land Boundaries: bordered by 
Zambia, Tanzania and Mozambique
Total Area: 45,745 square miles 
(118,480 square kilometers)
Population: 17,377,468 (2014 estimate)
GDP per capita: USD 226.41
Capital: Lilongwe
Commercial capital: Blantyre
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Muslim 13 percent, other 3 percent, 
none 4 percent
Member of: the United 
Nations, the African Union, the 
Commonwealth, the Common 
Market for Eastern and Southern 
Africa, and the Southern Africa 
Development Community
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REGAINING CONFIDENCE
The 2014 elections transformed Malawi’s political 
landscape and put an end to the bad practices asso-
ciated with the previous regime. These included the 
regrettably well-known Cashgate Scandal, where the 
country lost 40 percent of budgetary support and 
$150 million in donor aid. Since taking offi ce, the 
newly-elected president, Peter Mutharika, brother 
of the former president, the late Bingu wa Mutharika, 
has demonstrated a fi rm commitment to restoring 
the rule of law by prosecuting the individuals involved 
in the case. As an expert in international law, Muth-
arika is uniquely qualifi ed to reinstate credibility and 
good governance in the country. “We are taking past 
injustices very seriously and have appointed a new 
director at the anticorruption bureau as well as a 
new director of prosecutions. We increased funding 
to the law enforcement institutions by 168 percent 
in the National Budget and I believe this will make 
it possible to further enable and strengthen these 
organizations,” he explains. The stakes are high: re-
gaining the confi dence of investors and international 
donors will be key to revitalizing Malawi’s economy. 
The Minister of Finance, Economic Planning and De-
velopment, Goodall Gondwe, reiterates this: “Con-
fi dence in economics is very important and we are 
working hard to restore it.” 

WIDE OPEN FOR BUSINESS
The government intends to take advantage of the 
establishment of solid democratic foundations to 
accelerate its development and achieve an average 
growth rate of 7.5 percent over the next fi ve years. 
To turn this goal into reality, Malawi can build on a 
comprehensive National Export Strategy (NES). 
Launched in 2012, this reference framework focuses 
on the development of Malawi’s production base to 
enable both export competitiveness and economic 
empowerment. With this strategy, the government 
is looking to encourage private-sector involvement 

by focusing on promising sectors of the economy 
such as oilseed and sugarcane processing and a wide 
variety of manufacturing. There will also be support 
for the country’s major industries of tobacco, mining, 
tea, and tourism. The Minister of Foreign Affairs and 
International Cooperation, Dr. George Chaponda, 
explains the intentions behind Malawi’s new export 
policy:  “Our aim is to double Malawi’s trade exports 
by 2019 as we are currently importing twice as much 
as we are exporting.”

The NES is fully aligned to the priorities set out 
in the country’s Second Malawi Growth and De-

velopment Strategy (MGDS II), which aims to fight 
poverty through sustainable economic growth and 
infrastructure development. In an effort to en-
courage the participation of foreign investors in 
Malawi’s economy through public-private partner-
ships, the government has established a compen-
dium of 118 investment projects organized around 
11 priority sectors. In this context, international 
investors will undoubtedly take advantage of the 
exciting opportunities outlined in the plan and will 
greatly contribute to the socioeconomic develop-
ment of the country.

Malawi is now coming close to realizing its Vision 
2020 aspirations, which were fi rst outlined in 
1998, namely to “be secure, democratically mature, 
environmentally sustainable, self-reliant” and with “a 
technologically driven middle-income economy.”

“Our location in southern Africa means we 
can act as a hub for global fi rms seeking a 
strategic site within the area from which to 
run their regional operations. Now that we 
are strengthening our transport links, we will 
become a gateway to other countries in Africa”

Dr. George Chaponda
Minister of Foreign Affairs and International 
Cooperation
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alawi rose fi ve places in the 
World Bank’s Ease of Doing Busi-
ness Index in a period of just six 
months, thanks in part to the es-
tablishment of the Malawi Invest-
ment and Trade Centre. The open-
ing of the center is just one of the 
measures being taken to improve 
the country’s business environ-
ment and to create an appealing 
package of benefi ts and tax incen-
tives for investors.

Easy access to major trading blocks 
and daily fl ights to regional and inter-
national destinations make Malawi is 
an attractive commerce partner and 
a natural gateway to a potential mar-
ket of seven hundred million people. 
H.E. President Peter Mutharika em-
phasizes how the country’s strategic 
position represents a clear advan-
tage: “Malawi is part of a sizeable 
and guaranteed market. The regional 
groupings of the Common Market 
for Eastern and Southern Africa and 
the Southern African Development 
Community, which connect us to 
twenty-two countries, are signifi cant 
for any investor.”

Building on exceptional natural 
and mineral resources, fertile land 
and a competitive, English-speaking 
workforce, Malawi is blessed with 
considerable assets and is ready 
to become a regional powerhouse. 
This goal will be achieved through 
the involvement of private inves-
tors, who will be key partners in the 
country’s development. 

Since taking offi ce, the newly 
elected government has been eager 
to create the ideal framework for the 
empowerment of the private sector. 
The Minister of Finance, Economic 

Planning and Development, Goodall 
Gondwe, proudly notes that, 
“business in Malawi is on the up; we 
have set up a one stop shop called 
the Malawi Investment and Trade 
Centre (MITC) and the Minister 
of Foreign Affairs is heading up a 
committee dedicated to improving 
the business climate.” 

MITC, the newly established in-
vestment agency led by Clement 
Kumbemba, provides a fi rst point of 
call for local and foreign investors 
looking for information, support, and 
guidance, and plays a pivotal role in 
facilitating and fast-tracking invest-
ment in Malawi. Specifi cally, it has 
streamlined investment approvals 
and aims to issue any license, permit 
or certifi cate within just fi ve days. 
For Minister Gondwe believes that 
these efforts to create an attractive 
environment for investors have re-
sulted in Malawi advancing fi ve places 
in the World Bank’s most recent Ease 
of Doing Business Report.

The administration has also iden-
tifi ed and published a comprehen-
sive list of 118 bankable investment 

projects across eleven different 
industries covering; (1) Energy; (2) 
Environment and Climate Change 
Management; (3) Mining; (4) Agri-
culture; (5) Water Development; 
(6) Tourism; (7) Infrastructure; (8) 
Manufacturing; (9) Financial Servic-
es; (10) Social (Training, Education, 
Health); and (11) Media and Com-
munications. This strategic roadmap 
will facilitate increased public-pri-
vate partnerships (PPPs) while es-
tablishing a common vision.

Agriculture, which still accounts 
for 30 percent of Malawi’s GDP 
and employs over 80 percent of 
the labor force, has been an effec-
tive growth engine for the country. 
Thanks to its position in the Great 
Rift Valley, Malawi’s soil is volcanic 
and consequently incredibly fertile. 
In addition, the sector offers signifi -
cant potential for future develop-
ment, as it is still highly dependent 
on rain-fed farming. The government 
has relaunched the Green Belt Ini-
tiative (GBI), with the aim of using 
and conserving water resources 
more effi ciently to increase produc-
tivity, income, and food security. The 
new program will not only boost 
Malawi’s agricultural capacity but 
will also open up exciting invest-
ment prospects in a wide range of 
spheres such as farming technolo-
gies, transportation, logistics and 
agribusiness.

In Minister Gondwe’s opinion, 
those who take these opportunities 
will be part of what is likely to be 
a fl ourishing future:  “If we can rise 
fi ve places in such a short period of 
time, imagine how well we will be 
doing in fi ve years!”

A COUNTRY ON THE MOVE 
 >> Malawi is overcoming fundamental development constraints and is unlocking 

its business potential. The improvement of infrastructure and the removal of 
investment barriers have created immense business opportunities.

M

“Business in Malawi is on 
the up; we have set up a one 
stop shop called the Malawi 
Investment and Trade Centre 
(MITC) and the Minister 
of Foreign Aff airs is heading 
up a committee dedicated to 
improving the business climate.”
Goodall Gondwe
Minister of Finance, Economic 
Planning and Development
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hat assurances can you offer the potential 
investors reading this publication that Malawi 
is a well-connected base for their future opera-
tions and expansion?  
There are generally two main interests for inves-
tors: the potential market size and the security of 
their investments; Malawi is strong in both of these 
areas. We enjoy preferential access to a number 
of strategic markets at regional and internation-
al levels. Our reach spans twenty-two countries 
in all areas of Africa through the Southern Africa 
Development Community (SADC) and Common 
Market for Eastern and Southern Africa. I assumed 
the chairpersonship of the SADC when I became 
President of Malawi and so understand its poten-
tial. Malawi also has access to the United States 
through the African Growth and Opportunity Act 
and to the European Union countries through the 
Everything but Arms initiative. If you take this into 
account together with our bilateral agreements 
with India, China, Pakistan, Brazil, and South Africa, 
among others, you can see that Malawi has a much 
wider market reach than perhaps you would at 
first imagine.  
You mentioned investment security—could you 
please elaborate on this and the other reasons 
why Malawi is attractive to investors? 
We take investment security very seriously and it 
is safeguarded under the Constitution of our Re-
public and through international treaties. Malawi is 
signatory to the Convention on the Settlement of 
Investment Disputes; we subscribe to the Multilat-

eral Investment Guarantee Agency of the World 
Bank; and we are a member of the Africa Trade 
Insurance Agency, a World Bank-supported initia-
tive aimed at guaranteeing investment in Africa. 
Furthermore, Malawi is signatory to a number of 
Investment Promotion and Protection Agreements 
and double taxation agreements.  

We are attractive to investors because of our 
reputation as a peaceful and politically stable coun-
try. Malawi has never gone to war, there is no eth-
nic conflict to speak of and even the labor unions 
are peaceful and open to negotiation. The people of 
Malawi are extremely hardworking and competent 
and our climate means we can benefit from triple 
crop production unlike many other countries. 

As a government, we are committed to improv-
ing the business environment and several legislative 
and administrative reforms have been implemented 
to spur private sector investment. We have also es-
tablished the Malawi Investment and Trade Centre 
(MITC), which has been instituted as a one-stop 
service center for investors. The MITC processes 
investment applications in just five days rather than 
the sixty days that could be expected in the past. 

At the recent International Monetary Fund and 
World Bank meeting in Washington, DC, your 
government made considerable steps towards 
regaining donor confi dence. What progress has 
been made to date?
We continue to make progressive steps towards 
regaining the confi dence of donors and of our own 
people. We have scaled down the cabinet to twenty 

>>  Pragmatic president outlines 
national ambition, rising investor 
confidence and Malawi’s 
growing significance in a 
globalized Africa and world.

W
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members, removing seven ministerial posts and thus 
saving the people of Malawi twenty billion kwacha 
($45k USD) in fi ve years. Another marked saving has 
been made through our cutting back on international 
travel. All cabinet ministers, including myself, are now 
limited to three trips a year.  We are controlling our 
expenditure and living within our means.

We are also taking past injustices very seriously. 
We have sealed the loopholes that facilitated the 
theft of public resources in the Cashgate Scandal and 
have appointed a new director at the anti-corruption 
bureau as well as a new director of prosecutions. 
We increased funding to the law-enforcement insti-
tutions by 168 percent in the national budget and I 
believe this will make it possible 
to further enable and strengthen 
these organizations.

The reforms we embarked 
on to make the civil service 
more efficient and effective 
have been another milestone. 
Once completed, we aim to 
save an estimated 30 percent 
of government resources which 
are currently wasted each year. 
Some of these reforms are al-
ready in place despite the short 
time we have been in office. 
Certain departments have been removed from my 
office and aligned with the ministries so that the 
Office of the President and Cabinet is now more 
operational than managerial. I’m sure our devel-
opment partners are taking note of the significant 
progress we are making.

Our country is committed to becoming self-
sufficient once again, and although we are not yet 
in a position to be totally free from a reliance on 
our financial partners, we are certainly on the right 
track. We are determined to facilitate private-sec-

tor development so that it truly becomes the en-
gine and catalyst of growth, for our economy. In 
five years we would like to be able to implement 
the national budget without support from donors. 
With proper planning, growth and the expansion 
of our export base we can achieve self-sufficiency. 
We are ambitious and will realize our objectives 
through initiatives such as the National Export 
Strategy. Our goal is to become a predominantly 
exporting nation as soon as possible. 
Turning now to tourism, what developments 
can our readers expect?
Tourism is one of the top priorities for our govern-
ment. Malawi has so much untapped potential in its 

wildlife, culture, and landscape. 
Lake Malawi is probably the most 
beautiful lake in the world and is 
accessible from any part of the 
country within just three hours. 
The Lake includes a national park 
and has been designated a UNES-
CO World Heritage Site with a 
veritable aquarium of over four 
thousand species of tropical fi sh. 
We are inviting investors to help 
develop the area by building fi ve-
star hotels, water sport facilities, 
casinos, and so on. One thing that 

we will not compromise on, though, is the issue of 
safety. We also aim to construct an international air-
port to make the region more easily accessible to 
overseas visitors. 

Malawi’s highest peak, Mount Mulanje, soars to 
over ten thousand feet making it the highest moun-
tain in Central Africa. It is actually a massif with 
peaks and basins and a vast, forested “island in the 
sky”, accessible only by foot. We have a number of 
other national parks and game reserves all of which 
offer huge tourism potential.

“We are attractive to investors 
because of our reputation as a 
peaceful and politically-stable 
country. Malawi has never 
gone to war, there is no ethnic 
conflict to speak of and even 
the labor unions are peaceful 
and open to negotiation.”
H.E. Prof. Arthur Peter Mutharika
President of Malawi

Sponsored Section

5       



REASONS TO INVEST IN 

MALAWI
TOP 10
   

Malawi operates the One-Stop Service Centre through 
MITC, where investors get all necessary investment-
processing requirements under one roof in just under 
fi ve days on average.

1 STREAMLINED INVESTMENT-
ESTABLISHMENT PROCEDURES

Malawi is ranked twelft h in Africa in terms of peace. 
The country has no history of civil war. It has a vibrant 
democracy and had a peaceful transiti on from singular to 
plural politi cs over twenty years ago.

POLITICAL STABILITY 
AND SECURITY2

Market-determined interest rates and fl oati ng 
exchange rate. Government support towards private-
sector growth and development through reforms and 
strategic co-investments and turnkey projects.

3 LIBERALIZED ECONOMY AND 
POLITICAL COMMITMENT

Malawi prides itself on its large, highly educated, 
skilled, hardworking, trainable English-speaking 
workforce trained within the country and in institutions 
around the world.

COMPETITIVE LABOR 
MARKET4

Malawi is signatory to a number of multi lateral and 
bilateral trade agreements as part of its trade policy. 
These provide preferenti al access to world markets 
under COMESA, SADC, EU and AGOA.

PREFERENTIAL ACCESS 
TO MARKETS5

Malawi is a gold mine, fl ooded with untapped economic 
opportuniti es waiti ng to be explored. Potenti al opportuniti es 
for investment abound, parti cularly in the following sectors: 
agriculture, energy, mining, manufacturing, infrastructure 
development/ ICT and tourism.

UNTAPPED INVESTMENT 
OPPORTUNITIES6

EASE OF ACCESS8
Malawi has modern telecommunicati on, daily fl ight 
connecti ons, and access to regional and internati onal 
markets. 

The country has been showing an upward trend in 
economic growth since 2007.

9 GROWING ECONOMY

Malawi has seen tremendous infrastructure 
development in the last ten years in sectors such as 
transport, property development, and ICT.

DEVELOPING 
INFRASTRUCTURE10
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Malawi off ers an increasingly att racti ve desti nati on for 
foreign investors, with a competi ti ve investor’s tax-incenti ves 
package. The country is party to investor-protecti on 
agreements and is becoming the most competi ti ve place to 
do business in the region.

7 INVESTOR-FRIENDLY 
CLIMATE

For more informati on:
Malawi Investment and Trade Centre (MITC)
Tel: +265 1 711 315/770 800
Email: enquiries@mitc.mw   Website: www.mitc.mw

@MITC_malawi

http://www.mitc.mw/


THE UNITED STATES AND MA� WI 
Celebrating fifty Years of Friendship
>>  Bilateral relations between the United States and 

Malawi are built on mutual respect and cooperation. 
The United States has been partnering with Malawi and 
supporting its development for over fi fty years.

n the words of Malawi’s Minister of Foreign Affairs 
and International Cooperation, Dr. George Chapon-
da, “the cooperation between Malawi and the United 
States has been very strong and cordial and has moved 
from strength to strength.” Since its independence fi fty 
years ago, Malawi has enjoyed a history of friendship 
and cooperation with the United States 
,and the two nations look forward to 
continuing this successful alliance. They 
are now working together to tackle im-
portant issues in development such as 
food security, agricultural development, 
gender equality, and health care. 

The United States is the largest single 
donor of development aid to Malawi, in 
addition to its multinational work through 
global organizations such as the World 
Bank and the International Monetary Fund. In 2013 
alone, the United States assisted with more than $3.3 
million in agricultural loans, and U.S. aid programs facili-
tated the training of around 187,000 farmers in agricul-
tural skills and in the technologies and practices needed 
to improve their productivity. These measures resulted 
in the overall benefi t of increasing yields, thus helping to 
ensure food security in the future.

The U.S. has also given impactful donations towards 
Malawi’s educational system and has plans to invest an 
additional $100 million over the next fi ve years. These 
programs will help to ensure that the Malawian people 
will themselves have the necessary skills and knowledge 
to continue to drive the successful development of 
their economy in the coming decades. 

In healthcare, 436 doctors, nurses and midwives 
graduated in 2013 thanks to assistance from the U.S. 
Global Health Initiative and the fi ght against HIV/
AIDS has become a critical area of cooperation be-
tween the two nations. Malawi has a comprehensive 

Health Sector Strategic Plan and National Strategic 
Plan for HIV/AIDS in place that addresses HIV pre-
vention, treatment and care and in a message marking 
the forty-ninth year of independence for the Republic, 
U.S. Secretary of State, John Kerry, highlighted the 
great strides that have been made in the fi ght against 

the spread of HIV infection. Drawing 
attention in particular to the progress 
made in Malawi as compared to the oth-
er nations in the region, Kerry declared 
that the country should be held up “as a 
model and a leader in this fi ght.”

Another signifi cant area of partnership 
is in the maintaining of peace and stabil-
ity in southeast Africa. The United States 
recognizes the importance of Malawi in 
preserving the geopolitical security of 

the region and in 2013 fi elded the largest joint military 
exercise of its kind ever held on the African continent. 
The United States also invested in the training of two 
thousandsoldiers and two battalions for peacekeeping.

Malawi has benefi ted tremendously from the African 
Growth and Opportunity Act (AGOA), a U.S. trade initia-
tive to sub-Saharan Africa that assists in promoting free 
markets, expanding trade and investment, stimulating eco-
nomic growth, and facilitating integration of the AGOA 
member countries into the global economy. The provision 
of trade preferences for quota and duty-free entry into 
the United States resulted in the export of $73 million 
worth of goods such as spices, coffee, tea, knitted apparel, 
and macadamia nuts from Malawi to the United States in 
2013, an increase of 10.9 percent on 2012. As Malawi is 
also eligible for textile and apparel benefi ts under AGOA, 
it is in a good position to attract foreign direct investment 
(FDI) and make further gains in the U.S. export market, a 
prospect that can only serve to further bolster its econo-
my and solidify this special relationship.
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Malawi in preserving 
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of the region and in 
2013 fi elded the largest 
joint military exercise of 
its kind ever held on the 
African continent.
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inister, at the recent International Mon-
etary Fund (IMF) meeting in Washington, DC, 
your government made considerable progres-
sive steps towards regaining donor confi dence. 
Can you elaborate on the progress to date?

We intend to continue our close relationship with 
the IMF and have two missions with the organization. 
The fi rst is to negotiate the program we should have 
in place to resume normality in the system. We will 
work closely with the IMF in order to regain confi -
dence and see how we can have their support again in 
the near future. The second is to examine how we can 
restore fi scal discipline in Malawi. The IMF will help 
us to establish a strengthened public fi nance system 
and prevent any reoccurrence of unethical behavior. 
I am pleased to report that our budget defi cit came 
out at just under 7 percent because we restricted 
expenditure and increased revenue therefore making 
up for the loss. However, we do have two issues, one 
being the fact that we have a defi cit and the other, the 
amount that we lost through the Cashgate Scandal. 
This was important not only for the budget but also 
as a source of foreign exchange. 

A revised projection of 6.1 percent GDP 
growth in 2015 is encouraging. Is this an ac-
curate projection relative to Malawi’s growth 
potential? Which sectors do you believe will 
signifi cantly contribute to the nation’s GDP?

The period between 2005 and 2009 has given us 
the confidence to believe it is possible for Malawi 
to excel and to achieve such high rates of growth. 
Therefore, our plan between now and 2019 is to 
realize an average rate of 7.5 percent, which, given 
the country’s optimism, is certainly possible. In my 
opinion, the first sector which will increase its con-
tribution to GDP growth is a relatively new indus-
try in Malawi: mining. For the first time we have 
had an aerial ecological survey carried out and are 
now aware of the rare earths and minerals within 
our country and know precisely where they are lo-
cated. Secondly, agriculture, as the backbone of the 
economy, will aid growth in terms of crop diversi-
fication. We also have a robust financial sector and 
anticipate having more value-added manufacturing 
coming into the country to sustain our positive fu-
ture growth rates. 

Minister of Finance, 
Economic Planning and 
Development 

AN INTERVIEW WITH

HON. GOODALL 
GONDWE
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In the World Bank’s Ease of Do-
ing Business Index, Malawi’s rank 
is relatively low. What would you 
say about this? What are Mala-
wi’s competitive advantages?
We actually rose fi ve places in the 
Index over a six-month period. Busi-
ness in Malawi is on the up; we have 
set up a one stop shop called the 
Malawi Investment and Trade Centre 
and the Minister of Foreign Affairs is 
heading up a committee dedicated 
to improving the business climate. 
If we can rise fi ve places in such a 
short period of time, imagine how 
well we will be doing in fi ve years. 
In terms of Malawi’s competitive 
advantages, we are endowed with 
abundant natural resources such as 
our magnifi cent lake and stunning 
scenery with our mountains, forests, 
and parks.

One of the issues facing the 
banking sector is concentra-
tion risk, which arises from the 
extension of large amounts of 
credit that could expose the 
fi nancial institutions to seri-
ous problems in the event of a 
sector-wide crisis. What policies 
has your ministry put into place 
to combat this challenge in Ma-
lawi? 
Since the IMF began stability assess-
ments of its member countries, Ma-
lawi has been on the rise. We prob-
ably have fewer non-performing loans 
here than in any other country of the 
Southern African Development Com-
munity, with the exception of South 

Africa. I suspect that when infl ation 
and interest rates are reduced, the 
Reserve Bank warnings will become 
less relevant, as more people will be 
able to take advantage of cheaper 
loans. There are many banks in Malawi 
and they are performing very well. 
There is of course room for interna-
tional banks to enter the market and 
they are very welcome to do so.

As a former resident of the 
United States, how do you be-
lieve Malawi should position it-
self in order to benefi t from a 
strategic partnership with the 
United States going forward?
The United States and Malawi have a 
very positive relationship that is built 
on mutual understanding. I believe the 
fi rst thing we should do is to con-
tinue improving our macroeconomic 
framework in order to encourage in-
vestment from the United States. If we 
can demonstrate that we have a stable 
economy, it will prove important to 
our relationship, to future strategic 
partnerships, and to increased FDI.
In your distinguished career 
to date, you have worked at 
a high level in the African 
Development Bank (ADB) 

and the IMF. How valuable is 
this considerable experience 
and what are your economic 
fundamentals? 

The time I spent at the IMF and ADB 
were very important for me. It was 
a collegial environment and I learned 
a lot from my teams. Similar situa-
tions occurred in many other coun-
tries during my time with them and 
I headed up a group to go and put 
things right. Now, as a minister, I can 
draw on my experience to serve my 
country alongside my ministerial col-
leagues. We are dedicated to getting 
the job done and are working ex-
tremely hard behind the scenes. 

The current circumstances are rath-
er different to those of 2004. Look-
ing at things from a per capita sense, 
we were in a depression ten years 
ago: Income per capita had been de-
creasing for some time and the infl a-
tion rate was higher—although we 
did still have a high growth rate. To-
day, we have inherited a situation in 
which trust has been shaken by the 
Cashgate Scandal. The Scandal re-
sulted in a huge amount of aid being 
taken away from the budget and now 
we are working to bring the country 
back to normality. Cashgate was em-
barrassing for the population and the 
loss of trust affected people from all 
echelons of society. One of the main 
focuses of the administration is to re-
gain the confi dence of international 
investors and donors. Confi dence in 
economics is very important and we 
are working hard to restore it. 
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“One of the main focuses of 
the administration is to regain 
the confi dence of international 
investors and donors.”
Goodall Gondwe
Minister of Finance, Economic 
Planning and Development
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t is an often cited fact that Inuit languages have nu-
merous words used to describe different types of snow. 
Less well known is that Chichewa, one of the offi cial 
languages of Malawi, is equally rich in its descriptions of 
rain. Of vital importance to farmers is mvula yodzalira 
meaning ‘rain for planting’.

DIVERSIFICATION AND THE GREEN BELT 
INITIATIVE (GBI)
Malawi currently is overly dependent on rain-fed farming, 
despite a wealth of natural resources. The landlocked 
country has a network of rivers and lakes covering more 
than 20 percent of its territory, and irrigation is critical 
to increasing agricultural production and productivity in 
the future. To this end, the Green Belt Initiative (GBI) has 
been revived by the new administration and President 
Peter Mutharika takes great pride in its potential. “The 
GBI is revolutionary,” he explains, “and will put a massive 
area of land under irrigation making Malawi an investment 
destination of choice.”

The initiative is the most ambitious irrigation 
project in Africa, and will draw on the 

power of Lake Malawi, Africa’s third 
largest lake, to irrigate one million 

hectares, an area roughly the 
size of Lebanon. The benefi ts 
will include extended growth 
seasons, and higher yields and 
will enable the expedited and 
diversifi ed development of 

the nation’s sugar, legume, and 
mango industries. The Minister 

of Agriculture, Irrigation and Water 
Development, Dr. Allan Chiyembeke-

za, expands: “Our initial focus was food 
self-suffi ciency but we seem to have attained that. 

Now we are looking at diversifi cation and exports.”
Agriculture accounts for 30 percent of GDP for the 

Republic of Malawi and provides food security and em-
ployment opportunities in a country where 80 percent 
of the population still lives in rural areas. The sector 
contributes 90 percent of export revenues with cof-
fee, tea, cotton, groundnuts, sugar, and, most importantly, 
tobacco, which leads the way.

MA� WI’S GREEN GOLD
Malawi’s world-renowned tobacco—or ‘green gold’ as the 
farmers refer to it—represents 50 percent of all exports. 

The strategic and economic signifi cance of tobacco can 
be highlighted by the fact that it contributes between 40 
and 60 percent to the nation’s annual foreign exchange 
earnings and that 12 percent of Malawi’s population is em-
ployed in the tobacco sub-sector.  The country also de-
rives about 25 percent of its taxes from the crop. 

Tobacco production volumes have been increasing sig-
nifi cantly, rising from 144 million kilograms and a revenue 
of approximately $361 million in 2013, to 188 million kilo-
grams in 2014. Dr. Bruce Munthali, Chief Executive Offi cer 
of Malawi’s tobacco regulator, the Tobacco Control Com-
mission of Malawi, predicts that the industry will continue 
this positive trend in 2015.

AGRICULTURE SECTOR WIDE APPROACH
To support tobacco production and the sector as a whole, 
the government of Malawi has developed a comprehen-
sive Agriculture Sector-Wide Approach (ASWAp) with 
three key areas of focus: 1) the identifi cation of key op-
portunities for investment; 2) the increase of productivity; 
and 3) the expansion and improvement of agroprocessing 
activities. The overarching vision for agriculture in Malawi 
is to move products from key crops up the value chain, 
and to increase agro-processing for both domestic and 
export markets. 

Currently, Malawi’s top fi ve export destinations are 
Canada (11 percent), Germany (9.7 percent), Russia 
(7.2 percent), South Africa (7.1 percent), and the United 
States (6.6 percent). The goal of the current administra-
tion is to radically increase these fi gures during their 
current term. Minister Chiyembekeza believes that 
increasing foreign direct investment will help to make 
this a reality. As an incentive, qualifying investments in 
agroprocessing enjoy a zero-rated corporate tax for a 
period of up to ten years. “This government is focused 
on diversifi cation and exporting agricultural products in 
a processed form,” Chiyembekeza explains. “Increased 
exports will drive up our foreign reserves and locally we 
can generate wealth-creation via employment.” 

Investing in Malawi’s rapidly growing agricultural sec-
tor presents a win-win opportunity. The country’s al-
ready sizeable export markets in Western Europe, India, 
China, and Japan show its capability. President Mutharika 
elaborates: “There is a tremendous opportunity for in-
vestment in agro-business in Malawi, and I would like to 
invite all interested parties to engage in dialogue with a 
government and country that is wide open for business 
and very proud of its GBI.”

AGRICULTURE 
>>Lifeblood of Malawi’s Economic Rise
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Overview of the Green Belt Initiative

The GBI is a key government initiative 
with significant potential to unlock the 
agriculture sector, stimulate private 
sector development, and improve the 
livelihoods of Malawians.

 ● The GBI is a government program 
aimed at using the abundant water 
resources in Malawi to increase:
 −  Agricultural production and 
productivity
 − Incomes and Food security

 ● The GBI is aligned to Malawi’s medium-
term poverty reduction and economic 
development strategy (MGDS II1) and it 
is, in effect, the implementation arm of 
pillar 3 of the Agricultural Sector-Wide 
Approach (i.e. Sustainable Agricultural 
Land and Water Management)

The Greenbel t In i t iat ive Program 
Unleashing the Green Revolution in Malawi

The GOM is willing to engage private sectors to support the achievement of these goals 
and is determined towards fostering an investor-friendly environment in Malawi for the 
development of the agriculture sector.

The creation of the GBI was to a large extent driven by Malawi’s overdependence on rain-fed 
agriculture which has left the country open to weather shocks, such as droughts and floods, which 
threaten food security.

The four pilot sites and the respective focus crops are:
1. Nthola-Illora-Ngosi – 1000 ha focused on rice. 2. Chikwawa (Salima) – 6293 ha focused on sugarcane. 
3. Malombe (Mangochi) – 500 ha focused on rice. 4. Chilengo (Chikhwawa) – 500 ha focused on maize.

Specific Objectives of GBI
The overarching goal is the creation of wealth through increased agricultural production, productivity, and 
enterprise development for domestic and export markets

Specific Objectives

 ●  To increase area 
under irrigation
 ●  To increase 
production and 
productivity of crops, 
livestock and fisheries 
technologies
 ●  To improve market 
access
 ●  To increase volumes 
and quality of value 
added products
 ●  To improve access to 
other socioeconomic 
infrastructure within 
the context of the 
rural growth centers

Expected Outputs

 ●  Area under 
sustainable irrigation 
farming increased to 
at least 200,000 ha 
from 2014 onwards
 ●  The ultimate goal is 
to bring all potentially 
irrigable land (~1mn 
ha) under irrigation
 ●  Increased agricultural 
output, exports and 
trade
 ●  Improved participation 
of the community 
and private sector in 
the agricultural value 
chain

Expected Outcomes

 ●  Increased household 
wealth and enterprise 
incomes
 ●  Equitable access 
and efficient use and 
control of household 
and community 
resources and 
benefits
 ●  Increased contribution 
of the agriculture 
sector to GDP
 ●  Increased employment 
in the agriculture 
sector
 ●  Increased food and 
nutritional security

O F F I C E  O F  T H E  P R E S I D E N T  A N D  C A B I N E T  –  G R E E N  B E L T  I N I T I A T I V E

T h e  G r e e n b e l t  I n i t i a t i v e  P r o g r a m  U n l e a s h i n g  t h e  G r e e n  R e v o l u t i o n  i n  M a l a w i



alawi is naturally endowed 
with vast, untapped resources and 
attractive investment opportuni-
ties are as plentiful as its deposits 
of uranium, coal, limestone, and 
gemstones. The Minister of Natu-
ral Resources, Energy and Mining, 
Atupele Muluzi, believes that the 
country’s economic development 
depends on a sustainable approach 
to the mining of these resources. 

A countrywide airborne geo-
physical survey is currently be-
ing conducted and is predicted to 
reveal detailed information about 
the country’s mineral potential. It 
should also help to pinpoint depos-
its of uranium, thorium, and potas-
sium through the use of gamma-ray 
spectrometry which can identify dif-
ferent types of rock by measuring 
their radioactive emissions. Phase 
one of the survey has recently been 
completed and results are expected 
to be announced soon.

President Mutharika’s adminis-
tration has identifi ed the mining 
sector as one of their key priorities 
under the Malawi Growth and De-
velopment Strategy II, and Minister 
Muluzi explains that their focus is 
to ensure it “contributes to at least 
20 percent of GDP by 2023.” To 
achieve these outstanding growth 
prospects, the administration is 
putting a legal framework in place 
to guarantee that it is attractive for 

FDI but also benefi cial for Malawi-
ans. Paladin (Africa) Ltd., a subsid-
iary of the Australian Paladin En-
ergy Ltd. group of companies, has 
led the way with its uranium pro-
duction at the Kayelekera Mine and 
has accounted for the most pro-
duction, exports, and employment 
in the sector.

“We are focused on ensuring that 
we create an environment condu-
cive to investment and for investors 
to make a profi t,” says Minister Mu-
luzi. “We are keen to work closely 
with the private sector because it 
will allow us to learn from the ex-
periences of investors wherever we 
can form synergies and it will en-
hance the business and investment 
environment for Malawi.”

Among recently initiated ven-
tures are the Songwe Hill Rare 
Earth Element (REE) and Kanyika 
Niobium projects. Canadian com-
pany Mkango Resources Ltd has 
begun pre-feasibility studies at 
Songwe Hill in the Phalombe Dis-

trict, and evaluations have so far re-
vealed the existence of around 140 
million tons of REE. As one of the 
fi rst Australian companies to enter 
the mining sector in Malawi, Globe 
Metals and Mining aims to produce 
high-purity niobium pentoxide and 
tantalum pentoxide powders at its 
location in the northern region. 
Both companies are committed 
to giving back to the community 
through Corporate Social Respon-
sibility (CSR) programs.

“CSR issues are extremely im-
portant for this government,” em-
phasizes Minister Muluzi. “The re-
view of the legislative framework 
and the Mining Act provides us an 
opportunity to bring forth some 
innovative ways in which to ad-
dress issues around CSR.”

In addition, Malawi is a member 
of the Extractive Industries Trans-
parency Initiative, a global alliance 
of governments, companies and civ-
il society organizations which work 
together to improve transparency 
and accountable management of 
revenues from natural resources.

The country certainly does not 
lack natural energy resources, but 
these are currently under-utilized 
and set to be developed over the 
next two years as current peak 
demand is more than 20 percent 
higher than the installed capacity of 
287 MW. Eighty percent of energy 

MINING AND ENERGY 
>>The transformation of Malawi

M

“We are focused on 
ensuring that we create an 
environment conducive to 
investment and for investors 
to make a profi t.”
Atupele Muluzi
Minister of Natural Resources, 
Energy and Mining 
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is generated by hydropower but large parts of the sys-
tem are around thirty years old, are of poor quality 
and are unreliable. Maximum demand is forecast to 
rise to almost seven hundred MW over the next ten 
years while the number of domestic customers are 
expected to increase to 932,000 by 2030, a predicted 
400 percent increase across a twenty-year period.

Only 9 percent of Malawians are currently connected 
to the national grid and the remainder of the population 
predominately use wood for fuel.  A primary goal is to 
encourage utilization of alternative energy sources as 
an ever-increasing pressure is being placed on the coun-
try’s natural resources and concerns have been raised 
over its ability to meet the energy demands of a grow-
ing number of new commercial entities. This is why “the 
government has also prioritized the energy sector as a 
catalyst for economic transformation,” Minister Muluzi 
explains. “It has put together a number of fundamental 
reforms, which include reviews to target the enactment 
of key legislation, ensuring that we have a framework 
that is conducive for investment in energy.”

Among the renewable energy resources that could 
be utilized to help meet increasing demand are bio-
fuels, geothermal reservoirs, solar and wind pow-
ers. Crops such as Jatropha can produce substantial 
amounts of oil, which is then blended to fuel diesel 
engines and paraffi n lighting. Malawi also has promis-
ing geothermal opportunities as evidenced by the hot 
springs dotted across the country. With an average 
seven hours of sunshine each day, high levels of solar 
energy are obtainable in most parts of the country 
and offer the potential to generate up to 1,200 watts 

per square meter. Wind speeds of fi ve meters per sec-
ond are also measured in many areas and if harnessed 
could also produce electricity. These methods could 
work well in rural areas where connection to the grid 
may be problematic.

Malawi is working with the Millennium Challenge 
Corporation (MCC), an independent U.S. foreign-aid 
agency, on a program to make improvements to the 
power sector and to boost hydropower. The $350.7 
million compact aims to modernize the electricity in-
frastructure so that its capacity and stability are im-
proved, leading to a more reliable and cost-effective 
system. This is expected to result in lower costs for 
both domestic and commercial users, better produc-
tivity in industry and a reduction in poverty.

Minister Muluzi is excited by the progress made 

through the MCC compact and believes that “with the 
improvement of our distribution and transmission sys-
tems, we will also provide the framework for increas-
ing partnerships and participation in the sector for the 
generation of additional power.” The government is 
now interconnecting with neighboring countries and 
hopes to be in a position to export and import power 
within the region in the next two to three years.

In 2015, President Mutharika’s administration will 
put out tenders for companies to participate in the 
transformation of the power sector. There is a sense 
of urgency to deliver but “we are ready for that take-
off,” says Minister Muluzi.

“The review of the legislative framework and 
the Mining Act provides us an opportunity to 
bring forth some innovative ways in which to 
address issues around CSR.”
Atupele Muluzi
Minister of Natural Resources, Energy and Mining 
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A countrywide airborne geophysical survey is 
currently being conducted and it is predicted 
to reveal detailed information about the 
country’s mineral potential. 



President Peter Mutharika’s newly-elected 
administration has recognized that improvement of the 
country’s infrastructure is a key area for both private-sec-
tor-led growth and regional integration. 

The dominant mode of travel in this southeast African 
nation is via its roadways and the government is commit-
ted to providing a safe, accessible and high-standard net-
work. It has been rehabilitating and upgrading its existing 
15,450 kilometers (9,600 miles) 
of road as well as constructing 
several new highways. Forty-fi ve 
percent of Malawi’s roads are cur-
rently paved and this 6,950 kilo-
meters (4,320 miles) of roadway 
enables easy access between the 
capital, Lilongwe, and the commer-

cial hub at Blantyre, 
as well as of-

fering good 
connections between Malawi and 
its neighboring countries of Tan-
zania, Mozambique and Zambia.

Drawing on the successes of 
the past, the Minister of Trans-
port and Public Works Francis 

Kasaila is determined to utilize 
a public-private partnership (PPP) 

model and collaborate with capable 
investors in order to realize his sector’s 

impressive strategy to interconnect Malawi. In-
deed, the government’s successful partnership with 
Vale Logistics Limited—a subsidiary of the Brazil-
ian mining company, Vale—to transform the nation’s 
rail network is on target to be completed in 2015. 
Vale’s one-billion-dollar investment will signifi cantly 
improve transportation services in the Southern Re-
gion with the construction of a new 138.5 kilometer 
(86 mile) line from Chikwawa to join an existing line 
at Balaka. The Brazilian mining giant has also under-
taken to rehabilitate 98.6 kilometers (60 miles) of the 
existing link between Nkaya and Nayuchi in order to 
cut primary transactional costs by an estimated $120 

million each year. The government’s successful partner-
ships with major corporations such as Vale will inspire 
confi dence for future joint ventures in areas that in-
clude transport and logistics systems, water develop-
ment, housing, and urban development. 

The construction of a $250 million international air-
port at Monkey-Bay in Mangochi is a fl agship project for 
the government of Malawi and will be built under a PPP 

arrangement. From January 2015, 
the government will be open 
to approaches from developers 
who are eager to become part of 
this exciting venture.

Monkey-Bay airport will serve 
the entire Mangochi area and 
incorporate a 2.5 kilometer 
(1.5 mile) runway with capacity 
for aircraft up to the size of a 
Boeing 737-800. The terminal 

building will accommodate all passenger and cargo fa-
cilities and will provide amenities that are suitable for 
international travelers. An abundance of hotels along 
the shore of Lake Malawi in the area make this one of 
Malawi’s top tourist destinations and the new airport 
will ensure the region is more accessible to foreign 
visitors. Additionally, existing airports in strategic lo-
cations throughout the country will be upgraded to 
drive diversifi ed, sector-wide growth.

In order to integrate all methods of transportation, 
the Ministry of Transport and Public Works has set 
plans in motion to reopen the Nsanje World Inland 
Port (NWIP). Once operational, the NWIP will of-
fer the opportunity for a multi-modal transport sys-
tem that will cover a distance of 238 kilometers (148 
miles) and is expected to reduce trade-transporta-
tion costs by almost 60 percent.

With the endorsement of the Southern Africa De-
velopment Community, the African Union, and the 
World Bank, the NWIP will become the second-larg-
est supported project ever undertaken in Africa at an 
estimated cost of $5 billion and will connect seven 
emerging economies to the Indian Ocean. 

AMBITIOUS PARTNERSHIP APPROACH TO 
INFRASTRUCTURE DEVELOPMENT
>> The government of the Republic of Malawi has been putting a seismic level of eff ort into a 

program of modernization and transformation of the country’s road, rail, and air networks. 
H.E. 

“The Nsanje World Inland Port has 
the support of all our neighbors, the 
African Union and the World Bank. 
When completed at USD 5 billion, 
it will be one of the largest single 
projects in Africa and will directly 
boost trade for seven countries.”
Francis Kasaila, MP
Minister of Transport and Public Works 
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alawi is an undiscovered gem 
of serenity and natural beauty. This 
“warm heart of Africa” offers one of 
the friendliest welcomes anywhere 
in the world against a matchless 
backdrop of breathtaking landscapes, 
golden beaches, wildlife, and culture.

The country’s top tourist attrac-
tion is Lake Malawi, dubbed the 
‘lake of stars’ by Scottish explorer 
David Livingstone when he came 
across it in 1859. With part of it 
now designated a UNESCO World 
Heritage Site, the lake is home to an 
exceptional diversity of freshwater 
fi sh, many of which are endemic, 
and the crystal clear waters make 
it perfect for snorkeling and div-
ing. For those who prefer dry land 
there is the opportunity to spot 
the Big Five game animals as well as 
antelope, hippopotamus, crocodile, 
and more than four hundred differ-
ent species of bird at Majete Wild-
life Reserve and Liwonde National 
Park. The ten-thousand foot Mount 
Mulanje accommodates both gen-
tle hiking and serious climbing and 
is rumored to have inspired Tolkien.

The Minister of Information, Tour-
ism, and Culture Kondwani Nan-
khumwa admits that “there is little 
awareness of Malawi as a tourist des-
tination” currently but Lonely Planet 
included it in its top ten countries to 
visit in 2014, while CNN named it 
‘Africa’s next go-to destination’.

Tourism contributes around 5 
percent to GDP and as an expand-
ing sector, it is poised to make a sig-
nifi cant impact to future socioeco-
nomic development. Promotion of 
Malawi as a top tourist destination 
in Africa will mean careful protec-
tion of the elements that make it at-
tractive to visitors: its national iden-

tity and culture and the indigenous 
wildlife and their natural habitats.

“The policy for the ministry is to 
develop and position Malawi as an 
ecotourism destination. Therefore, 
sustainable tourism development 
which also incorporates “green 
tourism” will be at the center stage,” 
explains Minister Nankhumwa. The 
ministry is also interested in pro-
moting soft-adventure vacations for 
groups with special interests such 

as diving, 
birdwatch-
ing, hiking, and horseback safaris.

However, there are a number of 
challenges that need to be over-
come before these plans can be 
achieved though, including a review 
of tourism policy and legislation, the 
restoration of some of the national 
monuments, and the construction 
of more accommodation and of 
better access roads to tourist at-
tractions. The government is also 
looking to put in place incentives 
conducive to private-sector invest-
ment in tourism-related projects.

Investment prospects are plentiful.  
An initiative to develop and manage 
the Liwonde National Park, Nkhota-
kota Wildlife Reserve and Lake Mala-
wi National Park through a public pri-
vate partnership has been launched in 
order to provide the supporting tour-
ism infrastructure and help safeguard 
the animals from poaching. Other op-
portunities range from the construc-
tion of convention centers, theme 
parks, hotels and lodges through to 
the development of coach tours, 
cruises, and ecotourism products.

“The opportunities are endless,” 
says Minister Nankhumwa, “and I 
wish to appeal to all potential inves-
tors, both local and foreign, to invest 
in this fast growing industry. My min-
istry stand ready to facilitate and sup-
port these development projects.”

“The opportunities are 
endless and I wish to 
appeal to all potential 
investors, both local and 
foreign, to invest in this 
fast growing industry. My 
Ministry stand ready to 
facilitate and support these 
development projects.”
Kondwani Nankhumwa
Minister for of Information, 
Tourism and Culture
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>>   Malawi is an undiscovered gem of serenity and 

natural beauty. This “warm heart of Africa” off ers 
one of the friendliest welcomes anywhere in the 
world, against a matchless backdrop of breathtaking 
landscapes, golden beaches, wildlife, and culture.
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n 1998 the government of Malawi set down a long-
term strategy for the country to become secure, dem-
ocratically mature, environmentally sustainable, and 
self-reliant. They envisaged equal opportunities for all, 
vibrant cultural and religious values and a technologi-
cally driven middle-income economy. The plan, known 
as Vision 2020, has blossomed in the seventeen years 
since it was fi rst outlined and the current administra-
tion are now implementing the second medium-term 
policy to have emerged from it: The Malawi Growth and 
Development Strategy II (MGDS II).

The objective of MGDS II is to continue reducing 
poverty through sustainable economic growth and infra-
structure development and nine key priority areas have 
been identifi ed, including education, public health, and 
management of malaria, HIV, and AIDS.

Progress made under MGDS I between 2005 and 
2010 was impressive as Minister of Health, Dr. Jean 
Kalilani, explains: “During this period, the country 
registered a record period of sustained stable macro-
economic conditions that included low single digit infl a-
tion… GDP growth rates were also strong at an aver-

age of 7.5 percent which was above 
the projected 6 percent of the 

MGDS I plan. Consequently, 
poverty levels declined 
from 62 percent to 52 
percent.”

HEALTH
At the Third Health Fi-
nancing Summit in 2014, 

President Mutharika was 
quoted as saying: “We 

should not aim at managing 
our individual health through 

medicines only; it is high time we ad-
opted positive health behaviors to prevent diseases.” 
Consequently, the Ministry of Health is increasing its 
emphasis on educating the population about disease 
prevention and a Health Sector Strategic Plan has been 
introduced to support the MGDS II aim of improving 
public health. Minister Kalilani believes that “it is only 
through a healthy population that the envisaged devel-
opment will be achieved.”

A high prevalence of HIV and AIDS and high inci-
dence of malaria are central challenges in Malawi as 

their negative impacts reach far beyond the lives of 
those directly affected. Although HIV infection rates 
are gradually being reduced, women remain highly vul-
nerable to the disease.

Women are also more likely to contract malaria, 
which is the country’s leading cause of both morbid-
ity and mortality, especially among pregnant women and 
young children. Forty percent of all hospitalizations for 
children under the age of fi ve are as a result of the dis-
ease and the national rate of infection is almost 11 per-
cent in adults. This is largely due to a lack of education 
around disease prevention but the Health Ministry’s ef-
forts to improve this are starting to show results; since 
2010; the death rate has declined by almost 37 percent. 
Dr. Kalilani, however, wants to reduce malaria “to a level 
of no public health signifi cance.”

EDUCATION
President Mutharika is also committed to investing in 
human capital as a method of reducing poverty levels, 
and the government is working to improve access to 
education. Emmanuel Fabiano, minister of education, 
science, and technology, comments that, “the quality of 
education leaves a lot to be desired and this is some-
thing we are addressing.” The National Education-Sector 
Plan aims to catalyze socioeconomic development and 
industrial growth by providing relevant educational op-
portunities. Minister Fabiano believes that “the best way 
for the country to fast-track its plans is to collaborate 
with institutions outside the country... We are focused 
on the sharing of ideas, experiences and opportunities.”

Adult illiteracy remains high at 61.3 percent and the 
Ministry of Education, Science, and Technology have cre-
ated the Adult Literacy Program to help alleviate the prob-
lem. Another key initiative is the Complimentary Based 
Education Program which caters to individual students 
in various innovative way. Together, these programs will 
contribute to socioeconomic development and poverty 
reduction, thereby helping Malawi to realize its currently 
untapped potential.

PAVING THE WAY FOR A BRIGHTER FUTURE 
I

“The best way for the country to fast-track its 
plans is to collaborate with institutions outside 
the country... We are focused on the sharing of 
ideas, experiences and opportunities.”
Emmanuel Fabiano
Minister of Education, Science, and Technology
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george scialabba is the author of What 
Are Intellectuals Good For? and For the Repub-
lic. He is a contributing editor of The Baffler. 

Class and the 
Classroom
How Elite Universities Are 
Hurting America

George Scialabba

Excellent Sheep: The Miseducation of  
the American Elite and the Way to a 
Meaningful Life
By WILLIAM DERESIEWICZ.  
Free Press, 2014, 256 pp. $26.00. 

One of the most fruitful ideas to 
emerge from twentieth-century 
social theory is Max Weber’s 

notion of the “iron cage” of purposive 
rationality. Weber argued that once some 
principle of organization—market compe-
tition, say, or ideological orthodoxy—
has achieved dominance in the spheres 
of production and governance, the rest 
of a society’s institutions find themselves 
gradually but inexorably adopting the 
same principle. In an ideology-dominant 
society, everything fluid turns to stone; 
in a market-dominant society, everything 
solid melts into air. 

Not everything, of course. The iron 
cage is, like most other useful theoretical 
notions, an ideal type. All societies 
retain protected (or neglected) spaces 
where not-yet-rationalized traditions and 
communities flourish. Still, although the 
mills of rationalization turn slowly, they 

grind exceedingly fine. In time, Weber 
believed, every practice or institution in a 
modern society, regardless of its origi-
nal purpose, experiences an irresistible 
pressure to adapt to the society’s 
fundamental organizing principle.

That’s one way to understand the 
story told by Excellent Sheep, William 
Deresiewicz’s important jeremiad on 
the deterioration of higher education in 
the United States. Deresiewicz chronicles 
how in recent decades U.S. colleges and 
universities have reflected and reinforced 
the ascendance of neoliberalism, which 
has served as the organizing principle 
of American society for the past 30 
years or so. Deresiewicz, who taught 
English at yale for ten years before 
leaving academia in 2008, laments the 
way that U.S. universities have replaced 
the traditional quest for liberal enlight-
enment with the goals and demands of 
late capitalism: consumer sovereignty, 
labor-market flexibility, debt financing, 
“scientific” management and marketing, 
and technologically driven increases in 
productivity. Universities have gone 
from nourishing their students’ spirits 
to facilitating their careers—especially 
careers in finance and consulting. 

College, in Deresiewicz’s view, is 
supposed to be the place where one 
discovers an allegiance to something 
larger than oneself: service to a commu-
nity or a cause, the practice of art or 
science or scholarship. The problem is 
not merely pedagogic but political: unless 
American elites are dedicated to some-
thing larger than themselves, an American 
commonwealth is impossible.

college, inc.
Deresiewicz’s highly personal account 
draws on his own experiences and those 
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customers, and achieving customer 
satisfaction has meant building expensive 
social centers and athletic facilities 
even while cutting library and research 
budgets. The university, always a 
corporation in the ancient guild sense, 
is now a corporation in every sense.

A college education is no longer a 
rite of passage, frivolous or solemn 
according to the sensibility and tem-
perament of the student; it is an 
investment—“the best investment you 
can make,” a truism borne out by the 
fact that, on average, Americans who 
have a four-year college degree now 
earn 98 percent more per hour than 
those who do not. The investment in 
college starts long before a young 
person takes out a student loan or 
makes a single tuition payment. 
Adolescence and even childhood have 
become arenas of intense competition 
for the future students of elite colleges, 
whose typically upper- or upper-middle-
class parents hover nearby at all times, 
reminding their tykes of the stakes. 
Resumé building begins with selective 
preschools and continues uninterrupted 
through primary and secondary school, 
with parents securing private tutors 
and a rich menu of extracurricular 
activities, chosen with an eye toward 
impressing college admissions offices. 
As Deresiewicz writes:

of the hundreds, perhaps thousands, of 
students who have shared their frustra-
tions with him over the years. He has 
produced a stark and dismaying portrait 
of the contemporary American univer-
sity. Schools have relegated the task of 
instructing undergraduates to meagerly 
compensated adjuncts while entering 
intense bidding wars over academic 
superstars who have little contact with 
students. Health, security, and custodial 
services have been outsourced. Support 
staffs have shrunk, and benefits for univer-
sity employees have been reduced while 

top administrators’ salaries have soared. 
Development offices have expanded 

and, like marketing departments 
elsewhere, have inserted 

themselves into policy-
making. Intellectual 

property, in the form 
of patents and 

technology 
licensing 
fees, has 
become a 

major source 
of income for 

universities, and 
businesses increas-
ingly fund (and 
hence shape) 
academic research. 
Schools now see 
students as 
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The grades, the scores, the 
trophies. That is what you are 
praised for; that is what you are 
rewarded for. your parents brag; your 
teachers glow; your rivals grit their 
teeth. Finally, the biggest prize of  
all, the one that draws a line beneath 
your adolescence and sums you up  
for all the world to see: admission to 
the college of your dreams. 

And that’s hardly the end of it. 
“College,” he writes, “is naturally more 
of the same.” Elite colleges “do little or 
nothing to wake students up from the 
values and habits they bring with them 
from high school.” One reason is that 
many elite universities seem to no 
longer care very much about what 
undergraduates actually experience in 
the classroom. The most prestigious 
colleges generally form part of research 
universities, which means that academic 
departments hire and promote senior 
faculty primarily on the basis of their 
scholarly or scientific output. Under-
graduate teaching and mentoring are 
secondary responsibilities. “Winning 
the campus teaching award is the kiss 
of death when it comes to tenure,” 
according to Ernest Boyer, who served 
as president of the Carnegie Founda-
tion for the Advancement of Teach-
ing. “This is not a joke,” Deresiewicz 
assures readers. 
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finance, and business intellectually or 
morally fulfilling but because they fear 
that holding out for more interesting 
work would be too risky, or because they 
must pay off student loans, or simply 
because, in a winner-take-all society, who 
wouldn’t want to be one of the winners?

For the most part, Deresiewicz bases 
his argument on the 20 years he spent 
observing Ivy League institutions from 
the inside, first as a student at Columbia, 
then as an instructor at yale. He also relies 
on an outpouring of correspondence 
and conversations generated by articles 
he has written and talks he has given 
on this subject. What he claims to have 
witnessed is the near abandonment of 
what was once a primary goal of colleges: 
making souls. To acquire a soul, as 
Pascal exhorted seventeenth-century 
readers in Pensées, one must sometimes 
quietly sit alone. Deresiewicz adds that, 
at other times, preferably in one’s youth, 
one must sit with small groups of others, 
perhaps with great books open in front 
of them, arguing passionately about the 
good, the true, and the beautiful. 

That’s the kind of learning, unteth-
ered to practical achievements or career 
goals, that Deresiewicz believes is in 
danger of disappearing from campuses. 
He quotes the philosopher Allan Bloom: 
“Every educational system wants to 
produce a certain type of human being.” 
To Deresiewicz, it appears that the 
twenty-first-century American educa-
tional system wants to produce bright, 
healthy, knowledgeable, hard-working, 
well-behaved young adults with unde-
veloped moral imaginations and a 
disinclination to question authority. 
When a member of one of Deresie-
wicz’s student audiences pondered 
this description of herself and her 

As a result, he claims, although elite 
U.S. colleges offer enviably low teacher-
student ratios, superb facilities, and every 
conceivable kind of counseling service 
and extracurricular activity, they increas-
ingly do not foster the essential experi-
ence of a liberal arts education as it has 
been traditionally understood: engaging 
with small groups of peers under the 
supervision of a skilled and devoted 
teacher and discussing ideas and works of 
art that force each student to consider the 
purpose of his or her life and the validity 
of his or her fundamental assumptions. 

school daze
Of course, it would be nearly impossible 
to measure with any precision the decline 
of a particular kind of education, and 
Deresiewicz does not present a quanti-
tative case to back up his lament. But 
there is objective evidence for the trends 
he describes. First, according to the 
American Academy of Arts and Sciences, 
during the past five decades, the pro-
portion of undergraduates majoring in 
humanities decreased from approximately 
14 percent to just seven percent. During 
roughly the same period, the propor-
tion of business majors increased from 
14 percent to 22 percent. These same 
decades also witnessed an upsurge in 
the number of students majoring in 
economics, which is now the most popu-
lar concentration at two-thirds of the 
40 top-ranked universities and liberal 
arts colleges. Finally, Deresiewicz notes 
the mass migration of elite college gradu-
ates to careers in finance and consulting: 
at many Ivy League universities, at least 
a quarter of all students go into those 
fields after graduation. Deresiewicz 
believes that these shifts have occurred 
not because students find economics, 
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of hypercompetition, and the gradual 
extinction of playfulness (the wellspring 
of creativity, in education as elsewhere) 
have not emerged from a vacuum. Rather, 
they have resulted inexorably from some 
of the same deep shifts in American 
society that have produced levels of 
economic inequality unseen since the 
Gilded Age: the rise of finance, the 
growing power of organized money in 
politics, and the widespread embrace of 
an ideology of endless economic growth. 

riskY business
Many readers will have murmured to 
themselves by now: “yes, I’ve heard all 
this talk about souls and individuality 
and self-creation before: very inspiring. 
And I’m well aware that severe economic 
inequality is a feature of contemporary 
American life. But what does Deresiewicz 
propose? If he had the authority and the 
resources to change American universi-
ties, how would he go about it?” 

One common answer he would 
eschew is technological innovation: online 
education may be a commercial bonanza, 
but it is a pedagogic dead end. Nor would 
he move to merely increase faculty 
compensation; rather, he would double 
the number of professors and reward 
them for teaching and mentorship no less 
than for their research prowess. Cutting-
edge research is invaluable, of course, but 
it does little to confer a liberal education 
on an undergraduate who, if he or she is 
lucky, might get to spend two or three 
hours a week for three months in the 
presence of a brilliant researcher, in the 
company of dozens or even hundreds of 
other students.

Deresiewicz also urges universities 
to base affirmative action on class rather 
than ethnicity, limit or discontinue the 

cohort, she replied, “you mean we’re 
excellent sheep?” 

Not all students are sheep, of course, 
and those who do fit that description 
should not be blamed for the ways in 
which they were socialized or for the 
incentives that shape their behavior in 
college. Nor are parents at fault for 
wanting to pass on their elite status to 
their children; the fate of the nonelite 
in the United States is indeed a thing 
to be avoided. It is even possible to 
exonerate the universities themselves, 
which can hardly avoid reflecting larger 
social trends and responding to financial 
pressures created by the evaporation 
of state and federal funding for higher 
education.

But by rewarding already-privileged 
young people and then adding to the 
advantages they enjoy as adults, higher 
education has become the primary mecha-
nism of class stratification in the United 
States. Parents with the means to do so 
shell out money for tutors, music and 
dance lessons, enrichment programs, 
summer travel, and college application 
coaches; there are even, Deresiewicz 
reports, outfits that provide high school 
students with “essay-ready” summer 
experiences. Well-off parents can also 
give large gifts to the colleges of their 
children’s choice. Cultivating and mas-
saging donors is a near obsession on 
most campuses, and the children of 
sufficiently generous donors enjoy an 
enormous advantage in the admissions 
process. No one believes that such prefer-
ences are justifiable, but no college can 
afford to forgo them. 

Individual resistance and small-scale 
reforms cannot address such fundamental 
problems. High tuition costs, massive 
student debt, bureaucratization, an ethos 
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because the United States is far more 
tolerant of socioeconomic inequality 
than most other developed countries, 
this is “the one reform that almost no 
one in authority wants to see enacted.” 
Deresiewicz claims, without going into 
detail, that such equalization has pro-
duced the “best educational systems,” 
such as those in Canada, Finland, and 
Singapore. That would have been an 
interesting claim to unpack, but Dere-
siewicz seems more concerned with 
the political consequences of inequality 
in education than with its effects on 
pedagogy.

Above all, Deresiewicz believes in 
the need for systemic changes to help 
reverse the Great Risk Shift and to 
make more public funding available 
for education at all levels: measures 
such as radically reducing defense 
spending, ending the criminal justice 
system’s reliance on mass incarceration, 
and raising taxes on corporations and 
the wealthy. No doubt he understands 
that there is very little chance that any 
of these things will happen. But telling 
apparently impractical truths is some-
times the responsibility of intellectuals. 
After all, if the United States wishes to 
be a nation of reflective, argumentative, 
self-governing individuals rather than 
insecure, uninformed, apathetic sheep, 
drastic measures must be taken. 

Meanwhile, students, parents, and 
educators who read this book might 
find themselves questioning conven-
tional measures of educational quality. 
In considering their options when it 
comes to higher education, they might 
become more likely to ask whether a 
particular college is likely to stir its 
students’ souls as well as enhance their 
career prospects.∂

practice of favoring applications from 
athletes and the children of donors, 
and adjust sat scores to account for 
socioeconomic factors. And he calls on 
universities to stop cooperating with the 
regrettably influential U.S. News & World 
Report rankings, which “measure market 
position rather than educational quality.”

Deresiewicz would also move to 
liquidate the student loan industry, which 
has been a catastrophe for everyone 
except the lenders. Transferring the 
expense of education from public funding 
to private debt is an example of what 
the political scientist Jacob Hacker has 
dubbed “the Great Risk Shift,” which has 
taken place over the past four decades: “a 
massive transfer of economic risk from 
broad structures of insurance, including 
those sponsored by the corporate sector 
as well as by government, onto the fragile 
balance sheets of American families.” 

Excellent Sheep’s bottom line is clear: 
free, high-quality public education at 
all levels is indispensable if the United 
States is to be a nation of individuals. 
And because “for kids to have an equal 
chance in college, they need to have an 
equal chance before they get there,” this 
means profound reform at the elemen-
tary and secondary levels of education 
as well. Public schools are funded through 
property taxes and thus often correspond 
in quality to the median price of a home 
in the towns or cities where they are 
located. Class stratification begins in 
kindergarten, socializing Americans into 
accepting inherited privilege starting at 
a very young age. 

Deresiewicz would eliminate the 
practice of funding public schools through 
property taxes and then equalize funding, 
at least at the state level, as many other 
developed countries do. Unfortunately, 
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Germany’s Real 
Role in the 
Ukraine Crisis
Caught Between East and West 

misreading berlin
Elizabeth Pond 

In his discussion of German foreign 
policy’s supposed drift eastward, 
Hans Kundnani (“Leaving the 

West Behind,” January/February 2015) 
suggests that Germany has resisted 
imposing sanctions on Russia over its 
undeclared war with Ukraine—a sign, 
in his view, that Germany might once 
again desert the West in a flirtation with 
Russia. That interpretation is little more 
than an urban legend. True, German 
Chancellor Angela Merkel has resisted 
blunt sanctions and has taken every 
opportunity to negotiate with Moscow 
in her efforts to de-escalate the fighting 
in Ukraine. But her approach is support-
ing sanctions, not opposing them—and 
it certainly is not appeasing Moscow.

From the start, Merkel has played 
an impressive role in responding to the 
Ukraine crisis. In fact, her actions have 
allowed Germany to assume geopolitical 
leadership of Europe for the first time 
since 1945. Dropping her customary 
style of leading from behind, Merkel 
immediately declared Russia’s armed 
takeover of Crimea to be unacceptable 
in Europe’s hard-won “peace order” of 

the past 70 years. Like U.S. President 
Barack Obama, she sensibly rejected 
putting Western boots on the ground 
in a theater where Russia enjoys over-
whelming military dominance. She also 
agreed with Obama that in order to 
counter Russian aggression, the West 
had to gamble on pitting its long-term 
financial might against Russia’s short-
term military muscle.

When it came to implementing this 
strategy, Merkel took charge of Western 
diplomacy—a task that Obama, fully 
occupied with other world crises, essen-
tially outsourced to Berlin. Merkel was 
the one Western leader who still had 
Russian President Vladimir Putin’s ear, 
partly because she speaks Russian (which 
she learned in her East German school 
days) and partly because Germany has 
been Russia’s best Western friend ever 
since Moscow peacefully withdrew its 
forces from eastern Germany a quarter 
of a century ago. As the Russian take-
over of Crimea progressed last March 
and April, Merkel remained in constant 
phone contact with Putin, counseling 
him to pull back from Ukraine while 
the West could still help him save face. 
Her warning was firm from the outset: 
Russia would come under severe financial 
sanctions if Putin refused to comply. 
yes, the sanctions would hurt Europe’s 
economy, but they would damage Russia’s 
economy far more—and he should not 
expect Germany’s pro-Russian businesses 
to veto the measures.

Early on, Germany and the United 
States agreed to resolve their tactical 
differences pragmatically, by writing 
separate but overlapping lists of sanction 
targets. Washington’s list sought to punish 
Putin—and, Russian officials alleged, 
to force regime change on Moscow. By 
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the eu countries to the common cause, 
Merkel got the union to unanimously 
agree to impose three rounds of sanctions 
on Putin’s wealthy inner circle.

The one constituency that Merkel did 
not court personally was the German 
public. Nonetheless, her actions—and the 
downing of Malaysia Airlines Flight 17 
last July over eastern Ukraine—triggered 
a public debate that has transformed 
Germans’ views of Russia. Last April, 
polls showed that 49 percent of the 
country wanted Germany to serve as a 
neutral mediator between the United 
States and Russia. By December, how-
ever, 61 percent said that they supported 
Berlin’s increasingly sharp tone  
toward Russia.

walking the walk
The most urgent challenge to Western 
diplomacy after Russia annexed Crimea 
was to keep Putin talking rather than 
shooting. He was riding high on domes-
tic applause, just as Ukraine was at the 
apex of its vulnerability. The interim 
Ukrainian government, appointed by 
the parliament after Viktor yanukovych, 
the former president, had decamped to 
Russia, was weak. The long-neglected 
Ukrainian army was in a shambles. Up to 
80,000 Russian troops were conducting 
maneuvers on Ukraine’s northern, eastern, 
and southern borders. Meanwhile, sepa-
ratists in eastern Ukraine, led by Russian 
commanders, were seizing municipal 
buildings and declaring their allegiance to 
Novorossiya, or “New Russia,” the tsarist-
era name for the region.

In this menacing atmosphere, 
Germany initiated talks in Geneva in 
mid-April with one central objective: 
de-escalating the conflict. In the short 
term, the talks induced Russian Foreign 

contrast, Berlin’s list was specifically 
aimed at deterring future aggression 
in Ukraine and was set to expire after 
one year.

The unwonted activism of the 
Christian Democratic chancellor met 
with skepticism in the United States, in 
Europe, and certainly in Russia. West-
ern critics thought that Frank-Walter 
Steinmeier, her Social Democratic 
foreign minister, would never cross his 
political mentor and Merkel’s prede-
cessor as chancellor, Gerhard Schröder, 
who is now on the Russian oil giant 
Gazprom’s payroll and has never publicly 
criticized Putin’s land grab. yet when 
it came to Ukraine, Steinmeier broke 
from Schröder by repeatedly condemn-
ing Russia’s Crimea snatch as resolutely 
as Merkel did. 

Even more surprising was Merkel’s 
success in winning acceptance of finan-
cial sanctions from the German business 
lobby, which represents some 6,000 firms 
with 300,000 employees that depend 
on Germany’s annual trade with Russia. 
Even though sanctions would shrink 
German exports to Russia by 26 percent 
from mid-2013 to mid-2014, Merkel 
was able to persuade key executives that 
Europe’s security had to trump profits. 

Armed with Germany’s own example 
of tolerating economic pain to uphold 
Europe’s taboo on the forcible change 
of borders, Merkel then convinced her 
27 partner states in the eu to do the 
same. France reluctantly suspended 
the planned delivery of two helicopter 
carriers to Russia. The United Kingdom 
subordinated the commercial interests 
of London banks and realtors to the 
commonweal. Even Hungary, despite 
its recent vaunted turn to Russia, chose 
not to be the odd man out. By rallying 
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fighting in Ukraine, he sent elite para-
troopers there in what amounted to 
Russia’s first direct invasion of the 
country. In a few short days last August, 
7,000 Russian troops overran at least 
five of Ukraine’s 15 brigades, according 
to the Potomac Foundation, a U.S. 
nonprofit research group. Kiev got the 
message and agreed to a truce. This 
time around, Germany was able to 
ensure that the pact contained the 
outline of a semipermanent cease-fire—
and thus laid down clear markers for 
what Moscow needed to do to win 
relaxation of the West’s sanctions. 

By December 2014, Putin had 
stopped dismissing Western sanctions 
as a pinprick. The economic measures 
against Russia magnified the impact of 
the collapsing oil prices and closed off 
Western investment. By January, the 
ruble had dropped to half its value of a 
year earlier and capital flight had soared 
to an estimated $130 billion. Even Putin 
must now understand that Merkel’s 
early warnings were no bluff, and he 
has to reconsider the forces that his 
belligerence has unleashed. He has by 
now largely lost Novorossiya, where 
many Russian speakers have soured on 
his proxies’ arbitrary rule. Meanwhile, 
rather than buckling, Ukrainians have 
developed a much stronger national 
identity as a result of his actions. And 
in Russia itself, a recent public opinion 
poll found that two-thirds of Russians 
would not want their sons to be sent to 
fight in Ukraine. Moreover, the crisis 
is now undermining Moscow’s power 
elsewhere on the map, as Chechnya 
threatens to explode and as Russia’s 
longtime allies Belarus and Kazakhstan 
are slyly distancing themselves from 
their belligerent neighbor. 

Minister Sergey Lavrov to negotiate 
directly with his new Ukrainian coun-
terpart, thereby acknowledging the 
Ukrainian minister’s legitimacy. More 
important, over the medium term, the 
meeting gave the West a pact with 
concrete provisions, however weak, on 
which it could hold Russia to account. 
Despite these results, however, some 
Western critics argued that the deal 
afforded Russia an illegitimate role in 
deciding its victim’s future and allowed 
the eu to dawdle on toughening sanc-
tions. Some observers even accused 
Germany of appeasement.

Indeed, the Geneva agreement was not 
backed by any hard power to deter Russia 
from further dismembering Ukraine. 
Rather, the main reason Putin refrained 
from military action in the late spring of 
2014 was probably his assumption that 
he could achieve his objectives without 
the use of force—by manipulating Kiev’s 
neophyte politicians and relying on the 
German business community to block 
the eu sanctions. The Geneva deal did, 
however, help inhibit a large-scale Russian 
attack during the critical month of May, 
allowing Ukraine to conduct a legitimate 
presidential election and giving its govern-
ment and army precious time to regroup. 
The Ukrainian military, bolstered by 
volunteers and purged of at least some 
of its Russian agents, was able to resume 
its counteroffensive after a disastrous 
earlier campaign. By August, it had 
pushed the separatists back to their 
two core enclaves in the Donetsk and 
Luhansk regions and was preparing to 
deliver the coup de grâce.

At that point, Putin drew a line in 
the sand. He would not let his proxies 
be defeated. Even as he continued to 
deny that Russian regular forces were 
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to their old anti-Western and antiliberal 
temptations. But evidence to support 
such worries is hard to find. On the 
contrary, well-coordinated Western 
sanctions, the Ukrainian armed forces’ 
resolute defense of their homeland, and 
Merkel’s patient diplomacy have so far 
produced the least worst outcome—one 
that no optimist could have dreamed 
of when Putin annexed Crimea one 
year ago.

elizabeth pond is a Berlin-based journalist 
who has covered Germany and Ukraine for 30 
years. She is the author of Beyond the Wall: 
Germany’s Road to Unification and The Rebirth 
of Europe. 

kundnani replies

Much of Elizabeth Pond’s 
account of German Chancellor 
Angela Merkel’s response to 

the Ukraine crisis is accurate. In particu-
lar, Pond is of course correct to argue 
that Merkel has supported, rather than 
opposed, sanctions against Russia. In 
fact, I acknowledged that point at the 
outset of my essay. But Pond perhaps 
oversimplifies the recent evolution of 
Berlin’s policy toward Moscow—as the 
German strategy shifted in response to 
Russian actions in Ukraine and to 
public opinion within Germany over 
this past year—and exaggerates the 
degree of consensus within Germany 
on this subject. Most important, Pond 
misunderstands the significance of the 
German response to the Ukraine crisis to 
my broader argument about Germany’s 
relationship with the West.

My essay neither claimed that 
Germany “resisted” the imposition of 
sanctions against Russia, as Pond suggests, 

a Persistent mYth
Given that Germany has played such an 
essential role in the Ukraine crisis, why 
do so many pundits continue to believe 
that Germany resisted sanctions and 
might even defect from the West? 

Four reasons come to mind. First, 
Merkel’s effort to win support for sanc-
tions within her grand coalition, Ger-
many’s pro-Russian business lobby, and 
the eu operated so smoothly that the 
evolution seemed to happen automati-
cally. Second, outsiders tend to misun-
derstand how foreign policy is shaped in 
Germany, and they often conflate opinion 
polls and tv talk shows with state strategy. 
yet German foreign policy remains an 
elite affair that is resolved within a 
notably stable centrist consensus. 

Third, observers often misunder-
stand Germany’s unique role in forg-
ing common policy among the eu’s  
28 member states. Berlin regularly helps 
build consensus by digging into its 
deep pockets, of course. But as a true 
believer in the European dream of inte-
gration, it also does so by lending a 
sympathetic ear to the smallest, as well 
as the biggest, members and formulat-
ing ways to blend varied interests. This 
unique role is the reason Polish and 
Norwegian policy experts call Germany 
the eu’s “indispensable nation,” and 
why the German state secretary, Markus 
Ederer, has described his country as 
Europe’s cfo—short for “chief facili-
tating officer.”

The fourth reason Germany has 
failed to get the credit it deserves can 
be traced to the latent fear—which 
persists even 70 years after 1945 and 
despite the deep repudiation of Hitler’s 
crimes by today’s German citizens—
that the Germans could again succumb 
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changed somewhat over the past decade, 
as German foreign policy has become 
increasingly responsive to domestic 
pressures—or “domesticated,” as the 
German political scientist Sebastian 
Harnisch has described it. German 
politicians are now constrained by public 
opinion in ways that are different 
from the past. As a result, opinion 
polls—which, incidentally, Pond also 
cites—matter for state strategy. This is 
particularly the case with regard to 
Russia, a subject on which Germany is 
deeply divided. In fact, in December, 
a number of well-known Germans, 
including the former chancellor Gerhard 
Schröder and the former president 
Roman Herzog, signed a petition calling 
for the German government to “integrate,” 
rather than “exclude,” Russia. Moreover, 
the business sector’s lobbying has also 
increasingly constrained German foreign 
policy—particularly on Russia but also 
on China.

Above all, my argument was not that 
Berlin’s response to the Ukraine crisis 
shows that Germany is pivoting away 
from the West. What I contended was 
that the Westbindung is now a choice rather 
than a necessity, and it has weakened 
in the 25 years since reunification. As a 
result, it is now possible to imagine a 
post-Western German foreign policy 
emerging in the long term—despite 
Germany’s response to the Ukraine 
crisis rather than because of it. In particu-
lar, Germany’s relationship with China, 
which Pond does not mention in her 
response at all, will ultimately prove 
more significant in this respect than its 
relationship with Russia. In short, it is 
too soon to judge whether Germany  
is “leaving the West behind.”∂

nor accused Berlin of “appeasing Moscow.” 
Rather, I explained that after Russia’s 
annexation of Crimea, Germany was 
initially reluctant to impose sanctions. 
German policymakers insisted on dia-
logue with Russia and the need for a 
political solution, and they took some 
time to accept that Russian expansionism 
required more than a purely diplomatic 
response. Although Germany subse-
quently supported sanctions, it did resist 
other measures that could have deterred 
further Russian aggression and reassured 
nato members near Russia’s borders. 
There was never any question of putting 
boots on the ground in Ukraine, but 
Germany also opposed a permanent nato 
presence in the newer member states of 
the alliance, which provoked anger in 
countries such as Poland.

Nevertheless, I acknowledged the 
pressures that Merkel faced and wrote 
that she “had to walk a fine line.” In that 
sense, I agree with Pond that Merkel has 
shown leadership. I am not convinced, 
however, that Merkel broke with her 
usual leadership style in her response to 
Russia’s annexation of Crimea; rather, 
the cautious, step-by-step approach she 
has taken seems to be typical. I also 
acknowledged that Merkel ultimately 
helped persuade other eu member 
states, such as Italy, to go along with the 
sanctions. But Pond is wrong to suggest 
that Merkel convinced the United 
Kingdom to do so; the British govern-
ment was, for better or worse, more 
hawkish toward Russia from the start 
than the German government.

Pond argues that “outsiders tend to 
misunderstand how foreign policy is 
shaped in Germany.” She is correct to 
describe German foreign-policy making 
as “an elite affair.” But this process has 
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james f. jeffrey is Philip Solondz Distin-
guished Visiting Fellow at the Washington 
Institute for Near East Policy. From 2010 to 
2012, he served as U.S. Ambassador to Iraq.

Why 
Counterinsurgency 
Doesn’t Work
The Problem Is the Strategy, 
Not the Execution

James F. Jeffrey

Both Max Boot (“More Small Wars,” 
November/December 2014) and 
Rick Brennan (“Withdrawal 

Symptoms,” November/December 2014) 
provide insight into what the United 
States did wrong at an operational level 
in Iraq. Boot’s precepts for doing better in 
the next counterinsurgency are sensible, 
even if some of them would require a 
higher tolerance for casualties, and 
Brennan’s arguments about the errors 
the United States committed in Iraq from 
2010 to 2012 generally ring true to me, 
as one of the people making some of 
those mistakes.

But Boot’s and Brennan’s arguments 
rely on a flawed assumption: that if only 
the United States had waged counterin-
surgency properly, it could have succeeded. 
If Washington’s original goal was to 
transform Iraq such that Baghdad could 
govern competently, quell the country’s 
insurgency, and develop functional, 
Western-style institutions, counter-
insurgency was destined to fail—just as 

the United States failed in Vietnam, 
Somalia, and Afghanistan. The blame 
lies not with poor implementation but 
with the strategy itself.

Counterinsurgency, which General 
David Petraeus described in The U.S. 
Army–Marine Corps Counterinsurgency 
Field Manual in 2006, calls for a three-
legged approach known as “clear, hold, 
and build”: push insurgents out of a 
designated area, prevent them from 
returning, and build local institutions 
that help the population move forward. 
The U.S. military is capable of imple-
menting the first two legs, since they 
are primarily military in nature. But it 
runs into problems with the open-ended 
nature of the third. The military can 
enlist civilian U.S. government agencies 
to provide very limited assistance, but 
those bodies, too, have spotty records 
when it comes to implementing reform 
and reconciliation, even in countries 
at peace.

The “build” leg is indeed ambitious; 
it involves developing competent local 
governments and security forces capable 
of replacing U.S. forces. yet here the 
deck is stacked against success. The 
United States tends to commit troops 
to counterinsurgency missions only in 
the absence of a friendly central gov-
ernment (think of Afghanistan in 2001 
and Iraq in 2003) or when one is hope-
lessly outmatched by insurgents (think of 
Vietnam in 1965). In such situations, U.S. 
forces face an uphill battle and are bound 
to incur heavy losses. 

It gets worse: U.S. ground troops, as 
opposed to military advisers or air forces, 
almost always generate negative reactions 
among developing-world populations 
that are suspicious of neocolonialist 
intrusions, no matter how carefully the 
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soldiers avoid inflicting civilian casualties 
or how openly parts of the population 
greet them. Moreover, neighboring states, 
alarmed by the prospect of U.S. forces on 
their borders, often have an interest in 
supporting the insurgents. North Vietnam 
and China did so in South Vietnam, 
Pakistan did so in Afghanistan, and Iran 
and Syria did so in Iraq.

Such resistance Americanizes the 
costs of the war, as U.S. commanders 
assert increasing control over operations 
to deal with the growing threats. And 
even when the military simply “holds,” 
the price in both blood and treasure is 
substantial. To justify such high costs, 
“build” operations become more grandi-
ose, ever more a reflection of how the 
United States thinks a humanitarian, 
efficient, economically viable state should 
look. Host-country officials, dependent 
on Washington for their survival and 
profiting from its largess, go along super-
ficially. But critical reforms—such as the 
three separate anticorruption mechanisms 
I helped establish in Baghdad during 
my time there—fail to survive without 
constant U.S. attention. For as long as 
U.S. forces remain, the stabilization effort 
runs on, buoyed by a flood of suspiciously 
positive metrics.

Once U.S. forces leave, a situation 
similar to that seen in Iraq after 2011 is 
all but inevitable. Some reforms stick. 
Iraqis, for example, have maintained 
a stubborn adherence to voting and 
constitutional norms. Others fall by the 
wayside. If no real threat appears, the 
state stumbles on; if one emerges, as 
the Islamic State of Iraq and al-Sham 
(isis) did in 2014, disaster follows.

Boot and Brennan seem to suggest that 
if the United States had kept troops in 
Iraq long enough, it could have avoided 

The Internship  
Program
The Council on Foreign Relations is seek-
ing talented individuals who are consider-
ing a career in international relations. 

Interns are recruited year-round on a  semester 
basis to work in both the New York City and 
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The Council considers both undergraduate 
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may also be required for some positions. In 
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ments, applicants should have excellent 
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search, and a command of word processing, 
spreadsheet applications, and the Internet.

To apply for an internship, please send a 
résumé and cover letter including the se-
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to the  Internship Coordinator in the Hu-
man Resources Office at the address listed 
below. Please refer to the Council’s Web 
site for specific opportunities. The Coun-
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Council on Foreign Relations
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defeating Nazi Germany or driving Iraq 
out of Kuwait. When political leaders 
give the Pentagon broad goals of social 
transformation in the guise of “Phase 
IV stability operations,” they undermine 
support for even legitimate, low-cost 
military missions, such as an air campaign 
in Syria. Counterinsurgency was a recipe 
for defeat and retrenchment in the recent 
past, just as it was in the 1970s and will 
be again.

What, then, should U.S. policymak-
ers do when faced with an insurgency? 
If possible, Washington should respond 
by backing friendly local forces. If not, 
it should accept the consequences of a 
victorious insurgency, contain its spread, 
and protect critical allies. But to embark 
on another U.S.-troop-centric counter-
insurgency mission would do an injustice 
to the fine men and women who serve 
in the U.S. military.∂

such a fate. But that kind of argument, 
applied to counterinsurgency writ large, 
has never been fully tested for a simple 
reason: sooner or later, the American 
public always grows weary of such 
campaigns and pressures Washington 
to end them. Boot claims that U.S. 
presidents have underestimated the 
American people’s “impressive patience” 
for such endeavors, describing the 
resistance to the Iraq war as politically 
significant only in 2006–7, “when U.S. 
fatalities in Iraq reached over 100 a 
month and the war looked lost.” But 
that is like saying that opposition to 
the Vietnam War mattered only at its 
height, in 1968–70. It misreads the 
more general popular mood, which was 
ugly throughout both wars. In each case, 
the White House assuaged public doubts 
with not only battlefield achievements 
but also assurances that the conflicts 
would soon end. President George W. 
Bush boldly bucked public opinion and 
escalated the Iraq war in 2007, just as 
President Richard Nixon did in Vietnam 
when he sent troops into Cambodia and 
Laos in 1970–71. But Bush, like Nixon, 
accompanied his bellicose action with 
an emphasis on turning the conflict 
over to the host government. He began 
withdrawing combat troops shortly after 
the last surge brigades were deployed. 
He also promised Iraq’s leaders that the 
United States would withdraw all its 
forces by the end of 2011. Had either 
president not reassured the public of 
an imminent withdrawal, the broad 
resistance to both wars in those critical 
periods would have exploded.

Whatever changes the United States 
wishes to see in the world, it must 
remember that the U.S. military exists 
to complete military missions, such as 
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G. John Ikenberry

The Transformation of the World: A Global 
History of the Nineteenth Century
By JüRGEN OSTERHAMMEL. 
TRANSLATED By PATRICK 
CAMILLER. Princeton University 
Press, 2014, 1,192 pp. $39.95.

In this sweeping panorama, Osterham-
mel captures the dramatic shifts in 
how people lived and understood life 

during the nineteenth century. The world 
was exploding with new ways to commu-
nicate, record the past, and conceive of 
reality: libraries, museums, exhibitions, 
encyclopedias, novels, opera, newspapers, 
photography, time zones. People could 
now see themselves as the occupants of 
a particular location on earth and also as 
members of societies with understandable 
pasts and predictable futures. Rather than 
present a unified grand narrative, Oster-
hammel offers a rich “global history” of 
the century, one that features the West 
prominently but avoids Eurocentrism 
with vivid portraits of non-Western 
peoples and societies. The nineteenth 
century was a time of global empire 
building and transcontinental wars, of 
course, and so war and statecraft loom 
large in this story—but so, too, does 
everyday life. Behind all the details 
lurks a critical question: What was the 
main force that propelled the nineteenth 
century forward? Was it capitalism, 
nationalism, revolution, internationalism, 

modernity, or some other source of 
change? Osterhammel resists giving a 
simple answer, emphasizing instead the 
almost infinite complexity of the material 
and ideological forces that were at work.

Knowing the Adversary: Leaders, 
Intelligence, and Assessment of Intentions 
in International Relations
By KEREN yARHI-MILO. Princeton 
University Press, 2014, 360 pp. $95.00 
(paper, $32.95).

Assessing an adversary’s intentions is 
arguably the most demanding and conse-
quential task that national security officials 
and intelligence analysts face. The prob-
lem is rarely a lack of information; there 
is usually too much, and the challenge is to 
know how to filter it. Drawing on psycho-
logical and organizational theory, this 
masterful study shows that policymakers 
and intelligence analysts tend to empha-
size different kinds of information in 
making their assessments. Political leaders 
are drawn to “vivid” indicators, such as 
face-to-face encounters and personal 
impressions, whereas intelligence experts 
rely on more concrete forms of data that 
can be tracked and monitored over time, 
such as military inventories. yarhi-Milo 
explores these patterns in three rigorous 
case studies: British assessments of Nazi 
Germany’s intentions during the interwar 
period, U.S. perceptions of the Soviet 
Union during the Carter administration, 
and U.S. judgments about Soviet leader 
Mikhail Gorbachev and the Soviet Union 
during the last years of the Cold War. 
Without putting forward a definite 
answer, the book enriches the debate 
over the best way for policymakers and 
analysts to filter the vast pools of infor-
mation they gather about rivals.
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a central factor in international politics—
entered a golden age. But in later decades, 
political theorists began to focus more on 
economic growth, technology, and ideol-
ogy. In this intriguing book, Zeihan makes 
the case that geography still matters. His 
main claim is that geography has shaped 
the power of states by facilitating or 
impeding their economic growth, and 
he argues that no country has benefited 
more from its geographic features than the 
United States. Blessed with the world’s 
most extensive natural network of water-
ways, more arable land than any other 
country, and the unparalleled protection 
afforded by two vast oceans, the United 
States could not help but become a global 
power. China, on the other hand, has 
been less lucky, with its scattered water-
ways, limited agricultural land, and 
insecure frontiers. Zeihan argues that 
these geographic features make China 
vulnerable to political fragmentation 
and overly dependent on a strong central 
state. When North America’s shale oil 
revolution and favorable demographic 
trends are added to Zeihan’s balance 
sheet, geography seems likely to continue 
to give the United States an edge for 
the foreseeable future.

Explanation and Progress in Security 
Studies: Bridging Theoretical Divides in 
International Relations
By FRED CHERNOFF. Stanford 
University Press, 2014, 328 pp. $90.00 
(paper, $27.95).

Unlike the natural sciences, in which 
observation and experimentation provide 
definitive evidence and lead directly to 
progress, the study of politics and world 
affairs rarely involves the resolution of 

The Assault on International Law
By JENS DAVID OHLIN. Oxford 
University Press, 2015, 304 pp. $29.95.

Ohlin sharply critiques the “new realist” 
school of legal thinking, which questions 
the basic normative and legal foundations 
of modern international law and urges the 
United States to be skeptical of interna-
tional legal obligations. He focuses on the 
writings of a small group of prominent 
scholars, including Jack Goldsmith, Eric 
Posner, and John yoo. Ohlin argues that 
such thinkers have provided intellectual 
support for the recent intensification of 
U.S. opposition to international treaties 
and legal commitments, including the 
International Criminal Court and conven-
tions against torture. Ohlin criticizes what 
he sees as the new realists’ overly narrow 
view of rationality and self-interest—a 
view in which complying with interna-
tional law often conflicts with domestic 
constitutional authority and compromises 
a country’s ability to determine its own 
vital interests. Ohlin wants legal scholars 
and policymakers to adopt a more expan-
sive notion of rational self-interest. Truly 
rational states, he argues, would seek to 
build stronger international laws and 
institutions, giving up some autonomy—
and some exceptionalism, in the case of 
the United States—in exchange for a 
more stable and legitimate world order.

The Accidental Superpower: The Next 
Generation of American Preeminence and 
the Coming Global Disorder
By PETER ZEIHAN. Twelve, 2014, 
384 pp. $28.00.

In the early twentieth century, theories of 
geopolitics—which takes geography to be 
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treasury secretary, Geithner took the lead 
in preventing the crisis from creating 
another Great Depression—which it very 
well could have done. He recounts those 
harrowing days in clear and gripping 
prose and persuasively justifies the often 
unpopular actions the federal government 
took, arguing that they were the least bad 
options available in a potentially cata-
strophic situation. He shreds the com-
mon charge that during the crisis, he 
was biased in favor of the big banks and 
valued Wall Street over Main Street. In 
dealing with the fallout from the 2008 
crisis, Geithner focused on saving the 
banking system first because, he explains, 
the collapse of Wall Street would have 
devastated Main Street. (It’s worth noting 
that, unlike many other senior regulatory 
officials, Geithner had never worked in 
banking, and his long career as a techno-
crat had included a useful stint at the 
Treasury Department during the 1990s, 
when financial crises roiled Mexico, South 
Korea, and Thailand.) Geithner captures 
well the frustration that harried officials 
feel when dealing with grandstanding 
members of Congress and technically 
ignorant journalists, but he also concedes 
that during the crisis, his communication 
skills were not always impressive—a 
flaw that is thankfully not apparent in 
this important insider’s account of a 
disaster averted.

Game Changers: Energy on the Move
EDITED by GEorGE P. SHulTz 
anD robErT C. arMSTronG. 
Hoover Institution Press, 2014,  
144 pp. $14.95.

This short book offers a window into 
research and development taking place 

debates—or even the accumulation of 
knowledge. This book represents an 
all-too-infrequent effort by a scholar 
of international relations to reflect on 
what political scientists do as a social 
scientific enterprise. Chernoff examines 
three core debates in the field of security 
studies: What are the causes of nuclear 
proliferation? What are the sources of 
alliance formation? and why do democ-
racies tend to remain at peace with one 
another? Chernoff discovers that even in 
the relatively small and tightly integrated 
field of security studies, scholars have 
widely different views about what consti-
tutes evidence and how to draw conclu-
sions. of course, drawing inferences about 
cause and effect in social and political 
interactions is notoriously difficult. but 
Chernoff is right to point out that the 
field of security studies must raise the bar 
when it comes to standards of evidence 
and measures of theoretical soundness. 

Economic, Social, and 
Environmental

Richard N. Cooper

Stress Test: Reflections on Financial Crises
by TIMoTHy F. GEITHnEr. Crown, 
2014, 592 pp. $35.00 (paper, $18.00).

The financial crisis of 2008 was the 
worst the united States had faced 
since 1930. at the time, Geithner 

was the president of the Federal reserve 
bank of new york; the following year, 
he become treasury secretary. along with 
ben bernanke, then chair of the u.S. 
Federal reserve, and Henry Paulson, then 
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theories about growth typically taught 
in universities must be modified to 
account for the practical realities found 
in most transitioning and developing 
economies. In particular, economists 
tend to make highly inaccurate assump-
tions about conditions in such countries, 
making it more likely that conventional 
policy prescriptions will turn out to 
be ineffective or to have even perverse 
effects. To make his case, Pinto draws on 
stories from two transitioning economies, 
Poland and Russia, and two developing 
economies, India and Kenya. But he 
incorporates data and experiences from 
many other places, offering insights on 
economic growth and on the influence 
of both internal and external debt on 
economic performance during the past 
two decades. 

The Great Rebirth: Lessons From the 
Victory of Capitalism Over Communism
EDITED By ANDERS ASLUND AND 
SIMEON DJANKOV. Peterson Institute 
for International Economics, 2014,  
320 pp. $21.95.

In this volume, published 25 years after 
the collapse of communism in eastern 
Europe, those who spearheaded the 
economic and political reforms in the 
resulting post-Soviet states (or who 
served as close advisers to the leaders) 
take stock of the region’s progress. The 
book provides a good overview of the 
most momentous political development 
of the late twentieth century, allowing 
readers to compare the former Soviet 
states’ early experiences with privatiza-
tion, macroeconomic stabilization, and 
foreign trade and investment, as well 
as their later reforms dealing with taxes, 

at mit, Stanford, and other U.S. univer-
sities that in the next decade or two 
might revolutionize the production and 
consumption of energy. New ideas are 
emerging in five main areas: shale gas, 
solar photovoltaics, electricity storage, 
electric cars, and led lighting. For each 
of these topics, the book identifies tech-
nology that is already available but not 
widely used; technology that will soon 
emerge; and technology that is still on 
the horizon, in the form of promising 
ideas that need much further work before 
they can mature into useful applications. 
Among other fascinating topics, the 
book details new thinking about how 
to reduce the amount of water required 
by the process of hydraulic fracturing, 
which would make shale oil and gas 
more accessible in drier regions; recent 
efforts to greatly increase the storage 
capacity of lithium batteries so that 
they might someday power cars; new 
methods to make rechargeable batteries 
out of cheaper zinc; and cutting-edge 
ideas about how to improve led lighting, 
which is more efficient than compact 
fluorescent bulbs and which, when com-
bined with other technologies, would 
permit remote villages in Africa, India, 
and elsewhere to enjoy electric lighting 
without major new investments in 
infrastructure.

How Does My Country Grow? Economic 
Advice Through Story-Telling
By BRIAN PINTO. Oxford University 
Press, 2014, 224 pp. $35.00.

In this important contribution to the 
understanding of economic development, 
Pinto draws on his extensive experience 
as an economist at the World Bank to 
explain why the macroeconomics and 
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exceptions, inequality rose over this 
time, especially in former communist 
countries. Public tolerance of inequality 
varies from country to country, the 
report shows, as do policies to address it. 
But there is a general preference in most 
countries for providing public services to 
all citizens, especially in education and 
health, instead of merely redistributing 
wealth from the rich to the poor.

Military, Scientific, and 
Technological

Lawrence D. Freedman

Snow and Steel: The Battle of the Bulge, 
1944–45
By PeTer CaddiCk-adaMS. Oxford 
University Press, 2014, 928 pp. $34.95. 

Those Who Hold Bastogne: The True Story 
of the Soldiers and Civilians Who Fought 
in the Biggest Battle of the Bulge
By PeTer SChrijverS. yale 
University Press, 2014, 328 pp. $28.00. 

Patton at the Battle of the Bulge: How the 
General’s Tanks Turned the Tide at 
Bastogne
By LeO BarrOn. new american 
Library, 2014, 432 pp. $27.95 (paper, 
$16.00).

In late 1944, adolf hitler, still 
recovering from the shock of a failed 
attempt on his life and the setback of 

the allied landings at normandy, decided 
to make one last desperate push against 
his enemies. it was a bold move, aiming 
to catch the complacent allies unaware 

pensions, and the rule of law. although 
their paths in the post-Soviet period 
varied considerably, in general, eastern 
european countries that moved quickly 
to slough off the legacies of communist 
control recovered faster economically 
and achieved better subsequent growth; 
then again, those that moved faster also 
tended to have more recent and stronger 
histories of freedom, civil society, and 
democracy. in several countries, the pros-
pect of membership in the eu and nato 
served as spurs to reform but could also 
cause political divisions—a dynamic 
still at work in places such as Ukraine.

Changing Inequalities and Societal Impacts 
in Rich Countries: Thirty Countries’ 
Experiences
ediTed By Brian nOLan, 
WieMer SaLverda, danieLe 
CheCChi, ive Marx, aBigaiL 
MCknighT, iSTvan gyOrgy 
TOTh, and herMan g. van de 
WerfhOrST. Oxford University 
Press, 2014, 784 pp. $150.00.

This compendium reports the results of 
a major eu-backed project to investigate 
changes in inequality and relative poverty 
in 25 european countries plus australia, 
Canada, japan, South korea, and the 
United States over the three decades 
following 1980. The researchers examined 
inequality in income, wealth, debt, and 
education and delved into the social, 
political, and cultural impacts of inequal-
ity and the effects of policies meant to 
mitigate it. They used a common tem-
plate and standardized metrics for all 
the countries, allowing them to make 
comparisons over time and across 
countries. They found that, with few 
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Germans were on horses, such that 
their mobility was little better than it 
had been during World War I. 

The grittiness and brutality of the 
fighting comes through in Caddick-
Adams’ vivid blow-by-blow account 
based on the recollections of veterans. 
Some 40 days of wintry conditions, fatigue, 
and bloodletting make for grim reading. 
The episode that stands out is the siege 
of the small Belgian town of Bastogne. If 
the Germans had moved more quickly, 
the town would have been theirs. But the 
U.S. 101st Airborne Division managed 
to get there first. When the German 
command demanded surrender, the 
response from U.S. General Anthony 
McAuliffe—“Nuts!”—passed quickly 
into U.S. Army legend. Schrijvers 
provides a lively account of the fighting 
and does a particularly good job of 
describing the experiences of the city’s 
civilians, terrorized by the Nazis and 
surviving the siege by hiding in cellars. 
Barron, in his gripping description of the 
conflict, concentrates on the challenges 
faced by U.S. General George Patton’s 
Fourth Armored Division as it struggled 
to break the siege while airdrops kept 
the Germans supplied. Patton himself, 
however, features less prominently than 
the book’s title suggests.

War on the Silver Screen: Shaping 
America’s Perception of History
By GLEN JEANSONNE AND DAVID 
LUHRSSEN. Potomac Books, 2014,  
200 pp. $19.95.

What people think they know about war 
is as likely to come from watching war 
movies as from listening to the news or 
reading history—and in Hollywood, 

by driving toward the port of Antwerp 
through the Ardennes. Total victory 
was no longer in the cards for Germany, 
but Hitler believed that if he could split 
the British and U.S. forces, disrupting 
their logistics and undermining their 
morale, it might allow him to press for 
a negotiated peace rather than uncondi-
tional surrender. Allied intelligence had 
not taken the prospect of a final German 
push seriously enough, and so German 
forces initially achieved surprise and 
made progress. For the Americans, this 
turned out to be the toughest and most 
costly battle of World War II: some 
19,000 U.S. servicemen were killed. 
But the Germans lacked the capacity 
to sustain a long campaign, and their 
effort to do so left the German army 
exhausted, outnumbered, and out-
gunned—so depleted that there was 
little left for the actual defense of 
Germany in the following months. 

The German offensive came to be 
known as the Battle of the Bulge because 
of the shape of the German advance. To 
mark its 70th anniversary, a number of 
books have been published that seek to 
capture its drama and intensity. By far 
the most substantive of these is Caddick-
Adams’ Snow and Steel. Caddick-Adams 
leaves nothing out, and the details can 
be overwhelming. But the book’s com-
prehensiveness and rigor will make it hard 
to supersede as the most authoritative 
history of the battle. Caddick-Adams 
explores the challenges faced by com-
manders on both sides. The Allies had 
to regroup mentally in response to an 
unexpected challenge; German generals 
demonstrated professional skill even in 
a situation they knew to be hopeless. 
One of Caddick-Adams’ most telling 
observations is how dependent the 
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much as military action to transform 
itself into something resembling a 
conventional army acting on behalf of 
something resembling a state. Mao 
developed this formula in the 1930s, 
and it was the basis for his success and, 
later, for the success of the Vietnamese 
Communists and others his movement 
inspired. Mao’s victory proved to be 
something of a tipping point: Katagiri 
shows that before the late 1940s, most 
insurgencies failed; since Mao’s victory, 
most insurgencies following his methods 
have succeeded. Katagiri uses a range of 
interesting case studies, including wars 
of colonization and wars of liberation, 
to develop what he calls “sequencing 
theory”—the order in which insurgents 
must take certain steps in order to 
prevail—and to draw conclusions for 
counterinsurgency. 

Deciphering Sun Tzu: How to Read “The 
Art of War”
By DEREK M. C. yUEN. Oxford 
University Press, 2014, 256 pp. $29.95.

Sun-tzu’s writings are marked by 
paradox and deception. Indeed, the 
simple, familiar aphorisms of The Art of 
War—so frequently cited in Western 
literature on war and strategy—obscure 
complex patterns of thought with deep 
roots in Chinese culture. yuen puts 
Sun-tzu in context, identifying his debts 
to Chinese philosophy (particularly 
Taoism), providing historical background, 
guiding the reader through the key 
themes in his work, explaining common 
interpretations of it, and detailing its 
reception in the West. yuen presents 
Sun-tzu’s view of strategic thought as 
holistic and nonlinear. This is not a book 

dramatic license often trumps historical 
accuracy. Most readers will find their 
favorite war movies discussed in Jeansonne 
and Luhrssen’s book, from All Quiet on the 
Western Front to Casablanca to The Hurt 
Locker. The research is diligent, the 
judgments measured, and the writing 
clear, and yet this book feels like a bit of 
a missed opportunity. The authors allude 
to big questions but don’t fully develop 
their answers, and the conclusion is 
perfunctory. The role of Gallipoli in 
helping shape Australia’s national iden-
tity is described, but despite the book’s 
subtitle, much more remains to be said 
about the way war films—especially those 
of Steven Spielberg—have influenced 
Americans’ self-images. The book doesn’t 
mention British complaints about how 
Hollywood has exaggerated the American 
part in winning World War II, and such 
iconic British movies as The Dam Busters 
and The Cruel Sea are ignored. On the 
other hand, the authors do explore how 
the James Bond films have encouraged the 
myth that the United Kingdom served 
as a great source of undercover operatives 
during the Cold War. 

Adapting to Win: How Insurgents Fight 
and Defeat Foreign States in War
By NORIyUKI KATAGIRI. University of 
Pennsylvania Press, 2014, 312 pp. $69.95.

Katagiri’s analysis confirms the lesson 
that Mao Zedong learned during the 
civil war in China: a small group of 
insurgents relying on primitive strategy 
and mostly military means is likely to 
lose in a straightforward fight against a 
state. Although such a force can survive 
and even grow during a guerrilla war, to 
achieve victory, it must use political as 
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conventional roles and emphasized the 
common foibles of both blacks and whites, 
served as models for Twain’s novel. 

Embattled Rebel: Jefferson Davis as 
Commander in Chief
By JAMES M. MCPHERSON. Penguin 
Press, 2014, 320 pp. $32.95 (paper, $17.00).

McPherson, one of the most distin-
guished and eloquent historians of 
the Civil War, portrays Confederate 
President Jefferson Davis as a flawed 
man whose choices did little to improve 
the long odds that the Confederacy 
faced in its bid for secession. Davis, a 
West Point graduate who fought in 
the Mexican-American War and later 
served as U.S. secretary of war, tried 
to micromanage the Confederate war 
effort but had little success. He main-
tained a model civil-military partnership 
with Robert E. Lee, who commanded 
the Army of Northern Virginia, the 
Confederacy’s main army in the east, 
but his relationships with most of his 
other commanders were poisoned by 
mistrust. Davis never developed an 
effective vision for how the Confederacy 
could win the war and never found a 
workable strategy for how to defend 
Confederate territory west of the 
Appalachians. Nevertheless, McPherson 
is kinder to his subject than many of 
Davis’ contemporary critics were, and 
he argues convincingly that most of 
Davis’ major strategic decisions were 
sound. There was never much chance 
that the Confederacy would win the 
war; in McPherson’s account, Davis’ 
biggest strategic blunder was to accept 
the offer to become its president in 
the first place. 

for the faint-hearted or for those skepti-
cal about Sun-tzu’s approach to strategy. 
But anyone who wishes to understand 
Sun-tzu should not ignore it.

The United States

Walter Russell Mead

Huck Finn’s America: Mark Twain and 
the Era That Shaped His Masterpiece
By ANDREW LEVy. Simon & 
Schuster, 2014, 368 pp. $25.00.

In this original and illuminating study, 
Levy takes a fresh look at one of 
the most beloved and controversial 

achievements of American literature. 
Mark Twain published The Adventures 
of Huckleberry Finn in 1884—a time not 
unlike the present, Levy argues, when 
authorities in the United States sought 
to strictly regulate the behavior of young 
people at the same time as they were 
dismantling racially progressive policies 
and laws that had emerged after the Civil 
War. Twain, Levy argues, was a progres-
sive nostalgist, and Huckleberry Finn, with 
its tale of a wayward boy who befriends 
a runaway slave, was a protest against the 
loss of juvenile freedom and the collapse 
of racial understanding. Twain pined 
for an era during which, he believed, 
young people had been less regimented 
by church and school and race relations 
had been more open (slavery notwith-
standing). In a deft and skillful piece of 
cultural analysis, Levy argues that the 
minstrel shows of the 1840s and 1850s, 
which sometimes subverted racial pre-
judices through jokes that reversed 
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follows the story of that relationship 
into the next era with a deeply researched 
and lucid history of the period between 
the Vietnam War and the present day. 
Cronin argues that the United Kingdom 
and the United States worked together to 
stabilize the world order after the dislo-
cations of the 1970s and then to establish 
the foundations of a new order after the 
end of the Cold War. What drew the 
two powers together was not just a 
shared set of economic and political ideas 
but also a common view of the importance 
of an international financial architecture 
and a mutual commitment to creating a 
single global order (as opposed to a set 
of regional orders). Cronin does not think 
that the British will play an equivalent 
role the next time the world order is 
shaken to its core, but neither does he 
foresee a quick end to the post–Cold 
War order co-created by British Prime 
Minister Margaret Thatcher and U.S. 
President George H. W. Bush. 

National Insecurity: American Leadership 
in an Age of Fear
By DAVID ROTHKOPF. PublicAffairs, 
2014, 496 pp. $29.99.

Rothkopf’s latest book might be consid-
ered a sequel to his last book, Running 
the World, which examined the growing 
influence of the National Security Coun-
cil on U.S. foreign policy. The new book 
focuses on the years since 2005, examining 
the people, bureaucratic arrangements, 
and policy disputes that have shaped 
statecraft during the George W. Bush 
and Obama administrations. The 
insightful result is often critical of both 
presidents and their teams. Rothkopf 
generally affirms the view that the Bush 

Lincoln and the Power of the Press
By HAROLD HOLZER. Simon & 
Schuster, 2014, 768 pp. $37.50  
(paper, $20.00).

The party system and the mass-circulation 
daily newspaper grew up together in 
the United States of the mid-nineteenth 
century, and the fraught relationship 
between politicians and press titans 
that emerged in those years established 
patterns that persist today. In Holzer’s 
remarkably readable and entertaining 
book, readers see a young Abraham 
Lincoln scheming to get his name in the 
New york press; working with friendly 
editors to orchestrate favorable press 
coverage of his 1860 campaign for the 
presidency; and then, once in office, 
trying to manipulate and at times to 
censor and control the press during the 
Civil War. Many of today’s Internet-era 
journalists are weary of constant techno-
logical upheaval and yearn for simpler 
times; their Civil War–era counterparts 
would sympathize. During the nineteenth 
century, revolutions in printing and 
communications technology, such as the 
development of the telegraph, repeatedly 
upended the news business. Journalism 
and politics, it seems, have never been 
pursuits for the faint-hearted. 

Global Rules: America, Britain, and a 
Disordered World
By JAMES E. CRONIN. yale University 
Press, 2014, 416 pp. $45.00.

It has long been understood that the 
Anglo-American “special relationship” 
played a decisive role in the development 
of a liberal world order in the immediate 
aftermath of World War II. Cronin 
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of the wall was “accidental and contin-
gent.” It was certainly unforeseen and 
unintended by world leaders. Neither 
Soviet Premier Mikhail Gorbachev, who 
sought to reform Soviet communism, 
nor U.S. President Ronald Reagan, 
who a few years previously had called 
on Gorbachev to “tear down this wall,” 
really expected that East Germany 
would open up. Leaders in East Berlin 
never issued a definitive order to allow 
people to pass through; rather, their 
contradictory commands freed border 
guards to act autonomously. yet the book 
also shows—somewhat contrary to 
Sarotte’s thesis—that the fall of the 
wall reflected deeper, perhaps inevitable 
historical trends. By late 1989, neither 
the Soviet government nor the East 
German authorities were willing to use 
force to block the changes unfolding in 
Berlin. Sarotte’s blow-by-blow account 
tells readers much about how events 
developed on that fateful night, but less 
about how the Soviet bloc had reached 
the point of no return.

A quarter of a century later, Berlin is 
once again a global metropolis. Schneider 
has reported from the city since the early 
1960s and his coolly ironic takes on life 
there reflect a characteristic Berliner 
attitude. The brief essays in Berlin Now 
cover the city’s architectural decline, from 
classical grandeur to modernist compro-
mise; its odd aversion to preserving the 
remnants of the wall; its sordid history 
of prostitution; the reasons why women 
from the East prefer men from the West 
(but rarely the reverse); Marxist radical 
chic; Berlin’s right-wing and anti-
immigrant violence; the long controversy 
over whether to repatriate artwork 
stolen by the Nazis; the city’s celebrity 
club bouncers; and much more. Anyone 

administration was too assertive in its 
policies after 9/11, although he also 
discusses some of Bush’s now-forgotten 
successes, such as his handling of relations 
with rising powers such as Brazil and 
India, and notes that a more experienced 
and better-supported Bush compiled a 
much more solid diplomatic record in his 
second term. When Rothkopf criticizes 
Barack Obama, he generally faults the 
president for being too passive on foreign 
policy rather than too active. Rothkopf 
does credit Obama with some achieve-
ments, such as the successful hunt for 
Osama bin Laden and the decimation of 
the core al Qaeda organization, but he 
argues that in general the administration 
has failed to follow a coherent strategy for 
dealing with profound global upheaval.

hal brands 
 

Western Europe

Andrew Moravcsik

The Collapse: The Accidental Opening of 
the Berlin Wall 
By MARy ELISE SAROTTE. Basic 
Books, 2014, 320 pp. $27.99. 

Berlin Now: The City After the Wall
By PETER SCHNEIDER. TRANSLATED 
By SOPHIE SCHLONDORFF. Farrar, 
Straus and Giroux, 2014, 336 pp. $27.00 
(paper, $15.00).

Sarotte’s lively and engaging book 
scrupulously details the events of 
November 9, 1989, when the world 

watched in shock as the Berlin Wall came 
down. Sarotte argues that the opening 

March_April_2015.indb   190 1/19/15   7:10 PM

http://www.basicbooks.com/full-details?isbn=9780465064946
http://us.macmillan.com/books/9780374254841


Recent Books

March/April  2015   191

most celebrated historians of contempo-
rary Europe. He was also a trenchant and 
insightful essayist. This book collects 
his best work in that genre. Profound 
and prescient, these short, readable pieces 
cover a range of topics: the meaning 
of the Cold War and its end; Israel’s 
relationship to the Holocaust; the world 
order after 9/11; the lives of great thinkers; 
and the decline of European systems 
and institutions, from railroads to social 
democracy. Underlying these topics is 
a set of Judt’s deeper concerns—Judt’s 
editor calls them “obsessions”—including 
the changing role of the state, the ideo-
logical purposes of foreign policy, the 
role of memory in public life, and the 
enduring effects of history. Were all 
that not enough, this book would still be 
worth reading solely for Judt’s widow’s 
description of the historian’s rigorous 
work habits—an account that defini-
tively counters the myth that talented 
writers achieve greatness effortlessly.
 

Managing the Euro Area Debt Crisis
By WILLIAM R. CLINE. Peterson 
Institute for International Economics, 
2014, 218 pp. $25.95.

Cline offers the most detailed, data-rich, 
and policy-relevant analysis of the euro 
crisis yet to appear. yet the interpretation 
he puts forward, although shared by many 
in the European financial and political 
establishments, is hardly uncontroversial. 
In Cline’s view, the euro system is in crisis 
primarily because some eurozone mem-
bers have accumulated too much sovereign 
debt, and not because Europe suffers from 
insufficient demand, distorted exchange 
rates, or a lack of economic competitive-
ness. Cline argues that it would be disas-

who loves this unique city—or simply 
plans to visit it—should read this book.

Opting Out of the European Union: Diplomacy, 
Sovereignty, and European Integration
By REBECCA ADLER-NISSEN. 
Cambridge University Press, 2014,  
263 pp. $95.00.

Eu “opt-outs,” special exemptions from eu 
policies, are likely to be in the news in the 
coming years as the British seek to renego-
tiate the terms of their membership in the 
union. This book examines what actually 
happens when a government secures an 
opt-out, as Denmark, Ireland, Sweden, the 
United Kingdom, and others have done on 
issues such as social policy, border con-
trols, the euro, defense, and asylum and 
immigration. The academic theory and 
language in this book are unnecessarily 
complex, yet its basic point is important: 
opt-outs can actually strengthen the eu. 
They aid progress by permitting the union 
to move ahead on vital policies, preventing 
individual members from gumming up 
the works. Once those policies are in place, 
they often become so important that the 
states that have opted out find quiet ways 
to become as involved as their domestic 
politics will permit. On the surface, the eu 
might seem to be a legalistic body, but, as 
this book demonstrates, its true decision-
making and enforcement processes are 
based on unwritten norms.
 

When the Facts Change: Essays, 1995–2010
By TONy JUDT. EDITED By 
JENNIFER HOMANS. Penguin Press, 
2015, 400 pp. $29.95.

Judt, who died in 2010, was among the 
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Cubans to open small-scale businesses. 
Some 450,000 Cubans, or about ten 
percent of the active work force, quickly 
took advantage of the new policy, opening 
private restaurants and bed-and-breakfasts, 
setting up taxi companies and beauty 
parlors, and offering their services in 
construction and electronics repair. In 
Entrepreneurial Cuba, two veteran 
Cuba watchers, the social scientists 
Ritter and Henken, interview many of 
these new business owners, detail the 
regulations governing their activities, 
and calculate the effective tax rates they 
pay. Particularly valuable are the chapters 
on the remaining underground economy—
businesses not yet able or willing to 
come out of the shadows—and the 
contributors’ judicious assessments of 
the new regulations governing the still 
forming but promising worker-managed 
cooperative sector. Overall, the authors 
recognize the significance of Raúl’s 
reforms while finding them insufficient 
to pull the Cuban economy out of its 
doldrums. Certainly, Ritter and Henken 
would applaud U.S. President Barack 
Obama’s recent decision to authorize 
U.S. firms to engage with Cuba’s new 
entrepreneurs.

Kapcia takes readers on a well-
informed tour of Cuba’s ruling elite. 
Although based primarily on existing 
sources, his sketches of leading per-
sonalities are engaging and thoughtful. 
However, his core argument—that 
other commentators have overplayed 
the centrality of Fidel Castro—is not 
altogether persuasive. Kapcia identifies 
three main components in the current 
power center: “stalwarts” and Communist 
Party functionaries resistant to change; 
reform-minded “specialists” and tech-
nocrats characterized by their quiet 

trous for any country—even Greece, 
whose economic woes are currently 
dragging down the rest of the eu—to exit 
the eurozone because of the risk that inves-
tors would soon lose confidence in other 
countries. Thus, the eu’s current response 
represents the only feasible option: Greece 
should continue to receive some modest 
debt relief from creditors and the eu, and 
Greece and other indebted eu countries, 
including Ireland, Italy, and Portugal, 
should continue to run large fiscal 
surpluses indefinitely. Cline’s empirical 
analysis is impressive, but skeptics will 
note that his conclusions rest on two 
speculative assumptions: running per-
petual surpluses will not stunt economic 
growth, and any withdrawal from the 
euro would be so costly as to make such 
threats not worth taking seriously. Recent 
events in Europe seem to be calling both 
of those assumptions into question.

Western Hemisphere

Richard Feinberg

Entrepreneurial Cuba: The Changing 
Policy Landscape
By ARCHIBALD R. M. RITTER AND 
TED A. HENKEN. Lynne Rienner, 
2014, 373 pp. $79.95. 

Leadership in the Cuban Revolution: The 
Unseen Story
By ANTONI KAPCIA. Zed Books, 
2014, 256 pp. $29.95.

Since inheriting the reins of power 
from his ailing brother Fidel in 
2008, Raúl Castro has allowed 
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efficiency; and “reliable loyalists,” such 
as Raúl Castro’s heir apparent, Miguel 
Díaz-Canel, known for his political skills 
and trustworthiness (at least from Raúl’s 
perspective). In one of his theoretical 
riffs, Kapcia argues that governance in 
Castro-era Cuba is better understood 
as a radical socialist variant of corpo-
ratism (a system built on a hierarchy of 
interested parties) than as Soviet-style 
centralism. Kapcia is less enthusiastic 
about the emerging private sector and 
downplays it significance, labeling it a 
“new petty bourgeoisie” and assuring 
readers that Raúl has no intention of 
taking Cuba down the capitalist road—
which Raúl took pains to confirm in 
remarks he made before Cuba’s legisla-
ture just a few days after announcing 
his intention to normalize relations 
with the United States. 

Escape: The Heyday of Caribbean 
Glamour
By HERMES MALLEA. Rizzoli, 2014, 
256 pp. $60.00. 

With the discerning eye of a professional 
architect, Mallea takes readers on a 
sumptuous tour of the exclusive Carib-
bean homes and resorts where the rich 
and famous relaxed and partied from 
the 1920s through the 1980s. Vintage 
photos capture a tanned Senator John F. 
Kennedy relaxing in a bathing suit, a 
stunning Marilyn Monroe honeymooning 
with Arthur Miller in Jamaica, and young 
Bianca and Mick Jagger at a costume 
ball in Mustique. Escape is a handsome 
coffee-table book—but also much more. 
The text is remarkably sophisticated, and 
the archival photographs are wonderfully 
revealing. Mallea places these glamorous 
escapes in their historical context: they 

Franklin Williams  
Internship
The Council on Foreign Relations is seeking  
talented individuals for the Franklin Williams  
Internship. 

The Franklin Williams Internship, named after  
the late Ambassador Franklin H. Williams,   
was established for undergraduate and graduate 
students who have a serious interest in  
international relations. 

Ambassador Williams had a long career of 
public service, including serving as the  
American Ambassador to Ghana, as well as the 
Chairman of the Board of Trustees of Lincoln 
University, one of the country’s historically 
black colleges. He was also a Director of the 
Council on Foreign Relations, where he made 
special efforts to encourage the nomination of 
black Americans to membership. 

The Council will select one individual each 
term (fall, spring, and summer) to work in 
the Council’s New York City headquarters. 
The intern will work closely with a Program 
Director or Fellow in either the Studies or 
the Meetings Program and will be involved 
with program coordination, substantive 
and business writing, research, and budget 
management. The selected intern will be 
required to make a commitment of at least 12 
hours per week, and will be paid $10 an hour. 

To apply for this internship, please send a 
résumé and cover letter including the se-
mester, days, and times available to work to 
the Internship Coordinator in the Human 
Resources Office at the address listed below. 
The Council is an equal opportunity employer. 

Council on Foreign Relations
Human Resources Office
58 East 68th Street, New York, NY 10065
tel: 212.434 . 9400  fax: 212.434 . 9893
humanresources@cfr.org   http://www.cfr.org
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team Atlanta, which represented the 
Villa Crespo neighborhood of Buenos 
Aires and its relatively large Jewish 
population, came to be identified as a 
Jewish club and served as an object of 
Jewish pride—not unlike the Brooklyn 
Dodgers in the United States. Rein 
also salutes Juan Péron, who served as 
president of Argentina in the 1940s and 
1950s, for promoting sports as a vehicle 
for creating a modern and progressive 
national consciousness as well as a means 
of upward social mobility.

Brazil: The Troubled Rise of a Global Power 
By MICHAEL REID. yale University 
Press, 2014, 352 pp. $32.50.

In 2011, after six years of robust growth 
accompanied by dramatic advances in 
social policy, Brazil’s economy began to 
sputter, and it remains stagnant today. 
Popular protests against corruption, 
government waste, and dismal public 
services engulfed the country in 2013. 
And last year, a former official of the 
national oil company, Petrobras, revealed 
a massive bribery scheme that funneled 
money from the company to the ruling 
coalition of President Dilma Rousseff. 
yet despite this economic turmoil and 
political scandal, Brazilians recently 
reelected Rousseff to a second term. 
Reid’s book will help readers grasp the 
confounding cycles of Brazilian politics. 
In past writings, Reid, a columnist and 
writer-at-large on Latin American issues 
for The Economist, might have been too 
bullish on Brazil’s prospects. But this 
compelling account of the country’s 
history, stretching back to the arrival 
of the Portuguese in 1500, represents the 
most thoughtful and balanced recent 

developed owing to Prohibition in the 
United States, to political upheaval 
that drove pleasure seekers to the 
relative stability of the Caribbean, and 
to innovative technologies that allowed 
luxury steamships and trains to trans-
form Havana into “New york’s gayest 
suburb.” A native of Cuba, Mallea 
showcases architectural gems that were 
often designed by leading Western 
architects and reproduced European 
styles but that were also embedded in 
local environments. These flamboyant 
structures allowed the wealthy to escape 
the social constraints of home yet remain 
safely ensconced among fellow elites. 

Fútbol, Jews, and the Making of Argentina
By RAANAN REIN. TRANSLATED By 
MARTHA GRENZEBACK. Stanford 
University Press, 2014, 240 pp. $24.95. 

Argentina earned a reputation for anti-
Semitism thanks to its role as a post–
World War II refuge for notorious Nazis 
and to the ugly racism of the military 
regime that ruled in the 1970s. But Rein, 
an Argentine Israeli historian, paints a 
very different picture of Argentina 
during the late nineteenth and early 
twentieth centuries, when the South 
American nation opened its doors to 
European Jews. Having escaped the 
pogroms and poverty of eastern Europe, 
Jews in Argentina looked to the 
national pastime of soccer as an avenue 
for integration into a prosperous and 
dynamic society. By participating in 
soccer as players, members of athletic 
clubs, or mere spectators, Argentine 
Jews challenged Old World stereotypes 
of Jewish weakness and frailty. In 
particular, Rein shows that the soccer 
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Roosevelt and Stalin: Portrait of a 
Partnership
By SUSAN BUTLER. Knopf, 2015,  
608 pp. $35.00.

Franklin Roosevelt’s relationship with 
Joseph Stalin has been well plumbed by 
historians, but Butler brings intimacy and 
texture to the topic. She tells the familiar 
story of what happened at the Tehran 
conference in 1943 and at the yalta 
conference in 1945, as the two men argued 
over Allied strategy in World War II and 
tensions mounted over planning for the 
postwar period. Butler uses details—the 
furnishings in a room, the leaders’ asides 
to their aides, their body language, and 
their quirks and passions—to offer a sense 
of what it was like to be in Roosevelt 
and Stalin’s presence and witness their 
exchanges. She also explores Roosevelt’s 
deep but often manipulative relationship 
with the third main character in the 
story, Winston Churchill. And she puts 
special emphasis on Roosevelt’s near-
obsessive commitment to the establish-
ment of the un and his determination 
to preserve cooperation with the Soviet 
Union after the war. Other historians 
might quarrel with the degree to which 
Butler focuses on those matters, but few 
will deny the pleasure her book provides. 

Engineering Revolution: The Paradox of 
Democracy Promotion in Serbia
By MARLENE SPOERRI. University of 
Pennsylvania Press, 2014, 256 pp. $59.95.

Governments, especially that of the United 
States, have long been in the business of 
promoting democracy in various parts of 
the world. But “democracy assistance”—
that is, organized efforts to foster political 

assessment of Brazil’s enormous triumphs 
and crushing failures, and of what lies 
ahead for Latin America’s most populous 
country and the world’s seventh-largest 
economy.

peter hakim

Eastern Europe and Former 
Soviet Republics

Robert Legvold

Ukraine Crisis: What It Means for the West
By ANDREW WILSON. yale 
University Press, 2014, 248 pp. $17.00.

A fter the headlines come the 
details, which often contradict 
first impressions. Wilson, one 

of the most astute students of Ukrainian 
politics, briskly reviews the drama that has 
unfolded in Ukraine during the past year, 
as the Maidan demonstrations swelled, the 
yanukovych regime shuddered and then 
cracked, and the Russians made moves into 
Crimea and eastern Ukraine. Although it 
might be some time before anyone knows 
precisely who did what during the bloody 
maelstrom of February 2014, Wilson’s 
account bears authority partly because he 
was on the scene. He folds each part of 
the story into a thoughtful history of what 
brought events to that point and concludes 
with a survey of other places in eastern 
Europe that might be vulnerable to 
Russian coercion and force, from the Baltic 
states to Armenia. The cast of characters 
is extensive and sharply drawn, beginning 
with a starkly dour portrait of Russian 
President Vladimir Putin, his regime, and 
the forces driving its foreign policy.
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story of three Bulgarian brothers and 
their 14-year-old sister, who were also 
part of the resistance, into a gentle, 
reflective exploration of the idealism 
that drove them, despite the barbarity 
that many communists had already 
glimpsed in Stalin’s Soviet Union. The 
young girl, Elena Lagadinova, became 
a national hero and eventually a senior 
figure in the Bulgarian Communist Party. 
At 80, she also became Ghodsee’s friend 
and a source for the historian’s big ques-
tions: What ideals continued to drive 
Lagadinova and others like her under 
the communist system? How do they 
square the good they still see in that 
system with what they now recognize as 
its excesses? And how do they measure 
the good and bad of the past against 
the defects of the present? 

Becoming Muslim in Imperial Russia: 
Conversion, Apostasy, and Literacy
By AGNES NILUFER KEFELI. Cornell 
University Press, 2014, 312 pp. $52.50.

Even for people who live in a country 
as diverse as the United States, it is 
difficult to fathom the complexity of 
Russia’s multiethnic, multiconfessional 
society. The easiest solution—simply 
labeling all of the country’s 185 nation-
alities as “Russian”—falls short. Kefeli 
digs deep into the history of the Tatar 
people of the Middle Volga region, the 
descendants of the Golden Horde that 
Ivan the Terrible defeated in the mid-
sixteenth century. During the two 
centuries that followed, many Muslim 
Russians converted from Islam to Rus-
sian Orthodoxy. But in the nineteenth 
century, some of their descendants 
braved obstacles to return to the Islamic 

parties, electoral processes, and free media 
in other countries—is relatively new. 
One much-touted instance of successful 
democracy assistance was the revolution 
that drove Serbian President Slobodan 
Milosevic from power in 2000. Not so 
fast, says Spoerri. Having spoken with 
150 people who were involved—Serbians 
and outsiders alike—and having read the 
internal reports of the primary aid-giving 
institutions, Spoerri concludes that 
although outsiders played a role in the 
events, it was not as large as they have 
claimed, and at times they actually hurt 
their own cause. In considering democ-
racy assistance in Serbia both before and 
after Milosevic’s ouster, Spoerri argues 
that it succeeded only when it worked 
hand in glove with the other elements of 
the aid-giving countries’ foreign policies; 
when it did not, or when its true goal 
was to pick winners rather than to 
genuinely promote democracy, it was 
often counterproductive.

The Left Side of History: World War II 
and the Unfulfilled Promise of Communism 
in Eastern Europe
By KRISTEN GHODSEE. Duke 
University Press, 2015, 272 pp. $84.95 
(paper, $23.95).

Frank Thompson was the older brother 
of the famous British historian E. P. 
Thompson. The elder Thompson, like 
many other bright, idealistic Oxbridge-
educated youths in the 1930s, was repelled 
by fascism and drawn to communism. 
He fought and died as part of a British 
military mission to aid partisan forces 
fighting against the German-allied 
Bulgarian government. Ghodsee turns 
Thompson’s life and the equally heroic 
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to 2013, sought to rule Iran according to 
his own black-and-white ideals. Mishal 
and Goldberg see the liberals of the Green 
Movement, who protested the alleged 
vote rigging that led to Ahmadinejad’s 
reelection in 2009, as defenders of the 
Khomeinist status quo. In more provoca-
tive passages, they suggest that Sunni-led 
political systems are inherently central-
ized, hierarchical, and unaccommodating 
of the middle ground.

The Hizbullah Phenomenon: Politics and 
Communication 
By LINA KHATIB, DINA MATAR, 
AND ATEF ALSHAER. Oxford 
University Press, 2014, 229 pp. $30.00.

The three scholars of the Levant who 
wrote this book focus on an undeniably 
important element of Hezbollah’s strategy: 
spin. But Hezbollah is a powerful military 
force, political party, business conglomer-
ate, and provider of social services, and 
the book does not adequately weigh 
the relative importance of propaganda 
in maintaining the group’s influence. And 
although the authors provide a useful 
review of Hezbollah’s messaging and 
image-making—analyzing its speeches, 
videos, and poetry—they provide little 
information about the impact that such 
propaganda has had on different audi-
ences. They also focus almost exclusively 
on the words of Hassan Nasrallah, Hez-
bollah’s secretary-general, excluding other 
sources of the group’s public communi-
cations. Finally, the book’s conclusion 
too briefly explores how Hezbollah has 
placed itself in a precarious position by 
supporting the Assad regime in Syria, 
jeopardizing its image as an indepen-
dent Lebanese party and as a paragon 
of pan-Islamic and pan-Arab ideals.

faith of their forebears. This complex tale 
of assimilation and conversion involves 
a staggering array of peoples—the Mari, 
the Chuvash, the Bashkirs, the Votiaks, 
the Kalmyks—some Muslim, others 
Orthodox, and still others animist. The 
modern incarnation of this intricate 
mosaic survives in Tatarstan, a key region 
of modern Russia.

Middle East

John Waterbury

Understanding Shiite Leadership: The Art 
of the Middle Ground in Iran and Lebanon
By SHAUL MISHAL AND ORI 
GOLDBERG. Cambridge University 
Press, 2014, 166 pp. $85.00.

Mishal and Goldberg coin a set 
of terms to describe political 
leadership in the Islamic 

Republic of Iran and within Hezbollah, 
the Shiite militant group and political 
party based in Lebanon. In the authors’ 
view, “the middle ground” is where Shiite 
leadership is most comfortable. It is a 
gray zone in which absolute truths exist 
but are seen as unobtainable and where 
managing “friction” between strategies 
and values—and allies and adversaries—
is the essence of leadership. The authors 
don’t quite explain how this differs from 
the tensions among pragmatism, dog-
matism, and idealism that all political 
leaders confront. In any event, they see 
Iran’s first supreme leader, Ayatollah 
Ruhollah Khomeini, as the master of the 
middle ground; by contrast, Mahmoud 
Ahmadinejad, Iran’s president from 2005 
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Western academics and many Arab 
intellectuals because he often eschewed 
the methods of social science and espoused 
witheringly critical views of his own 
people. His belief that Arabs have often 
been “the authors of their own demise,” 
as he put it, enraged many because it 
downplayed the role of outside forces, 
especially Israel and the United States, 
in the struggles of Arab peoples and 
countries. yet Ajami was also fascinated 
by and gloried in the Arab world’s rich 
intellectual and cultural history. The 
essays in this rich collection are frequently 
inspired by the novels, poems, and films 
of great Arab artists. And for a thinker 
who enjoyed occasionally treading the 
corridors of power in Washington, Ajami 
is often dismissive or critical of U.S. 
policy in the Middle East. Perhaps when 
Ajami did manage to capture the truth, 
it was owing to his status as something 
of an outsider in both the Arab world 
and the Western one.

Gaza: A History 
By JEAN-PIERRE FILIU. Oxford 
University Press, 2014, 440 pp. $29.95.

This is a big book about a small place: 
the Gaza Strip, sometimes referred to 
as the world’s largest open-air prison. 
Filiu confirms that image in meticulous, 
sometimes numbing detail. This is a 
chronological political history, devoid 
of social and economic history. Gaza’s 
population grew from 35,000 in 1948 to 
over 1.5 million today. Filiu barely ad-
dresses the question of how the strip has 
accommodated all that growth. Instead, 
he narrates the Israeli-Palestinian conflict, 
violent blow by violent blow, through 
the prism of Gaza’s internal politics. 

The Lonely War: One Woman’s Account of 
the Struggle for Modern Iran 
By NAZILA FATHI. Basic Books, 2014, 
336 pp. $27.99. 

In 1979, Fathi was a little girl in Tehran 
when Ayatollah Ruhollah Khomeini 
returned to Iran after the departure of 
the shah. She grew up with the Islamic 
Revolution and later became a corre-
spondent for The New York Times. In 
this intimate memoir, she situates the 
revolution and the rise of the theocracy 
in a long series of events: the anti-British 
Tobacco Protest of the 1890s, the consti-
tutionalist movement of 1905–6, and the 
premiership of Mohammad Mosaddeq in 
the early 1950s, which ended in a royal-
ist coup backed by the Americans and 
the British. In her view, the Islamic 
Revolution—which she believes effectively 
ended around 2000—represented a step 
backward on a convoluted but certain 
path to a more liberal, democratic Iran. 
She points out that in some ways, the 
clerical regime might have planted the 
seeds of its own eventual undoing by 
providing for women’s education and 
by overseeing the growth of a vast new 
urban middle class. As she sees it, the 
so-called Green Movement, with its 
massive protests in the wake of the 
allegedly rigged 2009 reelection of 
President Mahmoud Ahmadinejad, 
was a harbinger of Iran’s future. 

In This Arab Time: The Pursuit of 
Deliverance 
By FOUAD AJAMI. Hoover Institution 
Press, 2014, 248 pp. $19.95.

Ajami, who passed away last year, was 
seen as an enfant terrible by some 
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consider the other “equalizers” deployed 
by Hamas and Hezbollah: unconventional 
war and terrorism. The book will be 
dismissed by some as an anti-Semitic 
screed. That would be unfair. Stripped 
of its provocative rhetoric, Falk’s book 
describes a basic reality.

Asia and Pacific

Andrew J. Nathan

Patronage as Politics in South Asia
EDITED By ANASTASIA PILIAVSKy. 
Cambridge University Press, 2014,  
484 pp. $120.00.

Religious Practice and Democracy in India
By PRADEEP K. CHHIBBER. Cambridge 
University Press, 2014, 218 pp. $90.00.

Given India’s deep divisions 
along caste, class, regional, and 
religious lines, the stability of 

the country’s democracy is puzzling. 
Piliavsky’s contributors, most of whom 
are anthropologists, offer fresh insights 
into the ways in which religious feasts, 
patronage handouts, and petty bureau-
cratic favors both support and under-
mine the state. Their essays, of varying 
quality, push back against the conven-
tional interpretation of patronage as a 
merely instrumental form of exchange, 
revealing it as a performance of social 
values, in which patrons demonstrate 
their generosity and clients prove their 
loyalty. But generosity requires resources, 
so another game is surely going on 
underneath such displays, as the patron 
turns votes into power and power into 

His primary argument is that despite 
Israel’s attempts to repress Hamas in 
Gaza, the Israelis have undercut the 
credibility of moderate Palestinian leaders, 
such as yasir Arafat and Mahmoud Abbas. 
By unilaterally withdrawing from Lebanon 
in 2000 and from Gaza in 2005, Israel 
signaled that the occupation could best 
be resisted through violence, not negotia-
tion. Recent discussion in Tel Aviv and 
Washington of a “West Bank–only” 
solution is detached from reality, he 
argues: “Peace between Israel and 
Palestine can assume neither meaning 
nor substance except in Gaza.”

Palestine: The Legitimacy of Hope 
By RICHARD FALK. Just World Books, 
2014, 238 pp. $35.00 (paper, $24.00). 

For decades, Falk was a professor of 
international relations and international 
law at Princeton University. Between 
2008 and 2014, he was the un Human 
Rights Council’s special rapporteur on 
Palestinian human rights. This book 
collects blog posts that Falk wrote during 
that time, and it is an unapologetic 
indictment of Israel—a country that, 
according to Falk, evinces racist and 
even genocidal instincts. He accuses 
Israel of practicing collective punish-
ment, especially against the people of 
Gaza. U.S. policymakers are in thrall 
to Israel and underwrite its practices; 
the rest of the world, Falk urges, need 
not and should not do so. He sees the 
Palestinians as waging a war for legiti-
macy, in which they must deploy the 
weapons of international law that Israel 
and the United States have denied them; 
the law, he contends, will be the great 
equalizer. Unfortunately, Falk does not 
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Strangio’s well-reported book. In 
Cambodia, democracy is a mirage; so 
are constitutionalism, civil society, the 
rule of law, transitional justice, poverty 
reduction, media freedom, and environ-
mental conservation. The un and foreign 
donors have committed billions of dollars 
and exported thousands of personnel to 
Cambodia to create these illusions since 
the end of the brutal Khmer Rouge regime 
in 1979, but they have failed to turn 
them into realities. What remains real 
are violence, corruption, income polar-
ization, land grabbing, and environmental 
devastation. yet, as Strangio shows, the 
country is enjoying an economic boom, 
and a Cambodian middle class is emerg-
ing. A great deal of blame for the trag-
edies and some credit for the successes 
go to Hun Sen, the country’s dominant 
politician since 1985, whom the book 
vividly portrays as a man of great intel-
ligence, energy, and political skill—and 
also as a control freak and an amoral 
pragmatist whose guiding principle is 
“Know reality.” Despite a surprising 
rebuke to Hun Sen’s party in the 2013 
National Assembly elections, Chinese 
support for Hun Sen—combined with 
waning Western interest—is likely to 
guarantee that business as usual will 
continue for the foreseeable future. 

Qiaowu: Extra-Territorial Policies for the 
Overseas Chinese
By JAMES JIANN HUA TO. Brill, 2014, 
358 pp. $175.00.

China’s outreach to the tens of millions 
of ethnic Chinese living abroad—the 
world’s largest diaspora—is an often 
overlooked part of the country’s soft-
power strategy, but it is as careful and 

patronage. The public admires such 
behavior when it appears to be a form 
of benevolence and considers patronage 
democratic when it appears to support 
accountability—but revile it as corrupt 
when its instrumental purposes emerge 
too starkly. Still, as long as common 
norms legitimate patronage, voters will 
continue to elect corrupt politicians.

Another source of solidarity between 
politicians and their publics is the Indian 
practice of coming together to worship in 
common spaces. Chhibber uses survey 
data to show that Indians are intensely 
religious, with strong majorities reporting 
that they engage frequently in collective 
prayers, rituals, and festivals. Although the 
four major religious communities—Hindu, 
Muslim, Sikh, and Christian—do not mix 
much, each group’s worship practices bring 
together people from different castes and 
classes. The surveys show that believers 
who participate more in these ceremonies 
identify more strongly with the country’s 
political leadership and tend to believe that 
the parties they vote for represent their 
interests; they are also less likely to vote 
for members of their own caste. This does 
not prevent parties such as the ruling 
Bharatiya Janata Party from relying on 
religious prejudice as an electoral strategy. 
Nor does Chhibber claim that the parties 
do a good job of representing citizens’ 
interests. Indeed, his argument implies 
the reverse: Indians’ intense religiosity 
supports the legitimacy of a political 
system that often performs poorly. 

Hun Sen’s Cambodia
By SEBASTIAN STRANGIO. yale 
University Press, 2014, 344 pp. $37.50.

The metaphor of a mirage recurs in 
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east Asia. But several contributors agree 
that the crucial strategic domain today 
is the series of seas stretching along the 
Chinese coast that are hemmed in by 
the so-called first island chain. Twenty-
two militarily crucial straits and channels 
constrain the ability of the Chinese navy 
to project its power into the wider Pacific. 
Because the islands in the South China 
Sea are too small to support substantial 
forward deployments, the regional arms 
race focuses on longer-range missiles, 
submarines, and more powerful ships, 
including the much-heralded first 
Chinese aircraft carrier, introduced in 
2012; Japanese helicopter carriers; and 
an upgraded Indian carrier force. Other 
chapters explore the strategic signifi-
cance of national war-fighting cultures; 
nuclear deterrence; irregular warfare in 
India, Pakistan, and Sri Lanka; and the 
constraints that the region’s unusually 
high level of economic interdependence 
places on warfare.

Middle Powers and the Rise of China
EDITED By BRUCE GILLEy AND 
ANDREW O’NEIL. Georgetown University 
Press, 2014, 288 pp. $54.95 (paper, $32.95).

The power shift between the United 
States and China is often misunder-
stood as a two-player drama. This book 
draws attention to the 20 or so “middle 
powers”—countries such as Australia, 
Indonesia, South Korea, and Turkey—
that have as much to gain or lose as 
the two main actors. The contributors 
argue that instead of bandwagoning 
with a rising power, middle powers have 
historically tried to mediate conflicts, 
promote multipolarity, and strengthen 
the role of international norms and 

well organized as the other parts. To’s 
exhaustively researched book shows 
how the Overseas Chinese Affairs 
Office cultivates support in diaspora 
communities through language pro-
grams, cultural events, specialized 
media, summer camps, “roots-seeking” 
tours, long-term residence permits, 
and special business opportunities—
an outreach effort known in Chinese as 
qiaowu. A policy adopted in the 1950s 
to limit consular protection to Chinese 
nationals abroad has quietly changed, 
with China increasingly helping co-
ethnics who are not Chinese citizens. 
As To points out, the success of such 
efforts can be measured by the way 
sentiment toward China among over-
seas Chinese swung from revulsion 
during the 1989 Tiananmen crackdown 
to fervent pride during the 2008 Beijing 
Olympics. Of course, China takes a 
much different approach to elements 
of the diaspora that oppose the regime, 
including political dissidents, Tibetan 
and Uighur activists, and Falun Gong 
practitioners: rather than seeking to 
protect and aid such groups, Chinese 
operatives surveil, threaten, and, on 
rare occasions, kidnap them. 

Strategy in Asia: The Past, Present, and 
Future of Regional Security
EDITED By THOMAS G. MAHNKEN 
AND DAN BLUMENTHAL. Stanford 
University Press, 2014, 320 pp. $29.95.

The most interesting chapters in this 
collection reflect on how geography 
affects the war-fighting options of Asian 
states. The region includes the mountain 
ranges of South Asia, the deserts of 
Central Asia, and the rivers of South-
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experiments. Teets’ findings point up a 
dilemma for international donors who 
hope to make China more democratic 
by funding civil society organizations. 
Such groups might help China move 
toward what the regime calls “big society, 
small government,” but that might be 
only a more sustainable form of one-
party rule.

Africa

Nicolas van de Walle

Africa’s Development in Historical 
Perspective
EDITED By EMMANUEL 
AKyEAMPONG, ROBERT H. BATES, 
NATHAN NUNN, AND JAMES A. 
ROBINSON. Cambridge University Press, 
2014, 539 pp. $120.00 (paper, $45.00).

Why is sub-Saharan Africa the 
poorest region of the world? 
In this collection, a group of 

eminent economic historians investigates 
the most plausible answers to that ques-
tion. Generally erudite and authoritative, 
the volume is essential reading for anyone 
interested in African development or 
in growth theory more generally. The 
essays consider the geographic con-
straints undermining Africa; the insti-
tutional, political, and cultural obstacles 
to economic growth in the region; and 
the devastating impacts of colonialism 
and the slave trade. The book presents a 
wide range of views on the root causes 
of the area’s persistent woes, and the 
editors wisely recognize that none of 
these explanations are mutually exclusive. 

institutions. The eight country case 
studies collected here, which also include 
Brazil, Malaysia, South Africa, and 
Thailand, confirm that today’s middle 
powers are mostly behaving according 
to this model. They often try to distin-
guish themselves with “niche diplomacy,” 
in areas such as peacekeeping, foreign aid, 
and the environment, and to increase their 
influence through regional organizations 
such as the Association of Southeast 
Asian Nations. Although these middle 
powers try to ward off excessive influence 
from either major power, their policy 
preferences overlap more with Washing-
ton’s interests than with Beijing’s.

Civil Society Under Authoritarianism: 
The China Model
By JESSICA C. TEETS. Cambridge 
University Press, 2014, 252 pp. $85.00.

The emergence of a large middle class in 
China has produced a demand for more 
citizen participation. The government 
has responded with a set of practices that 
it labels “consultative democracy” but 
that Teets more accurately describes as 
“consultative authoritarianism.” Volun-
teer organizations are allowed to work 
in areas such as public health, environ-
mental protection, education reform, 
and disaster relief, but they must focus 
on service delivery rather than policy 
advocacy. This boundary is enforced 
through tax audits, police interrogations, 
and deregistrations of groups suspected 
of crossing the line; arrests are seldom 
necessary. These baby steps toward civil 
society benefit the government by pro-
ducing information about emerging 
social problems and by giving officials 
the opportunity to learn from policy 
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growth and little change in prevailing 
levels of socioeconomic inequality. 

Oil, Democracy, and Development in Africa
By JOHN R. HEILBRUNN. Cambridge 
University Press, 2014, 279 pp. $90.00.

Heilbrunn’s well-informed book disputes 
the conventional wisdom that oil wealth 
represents a “resource curse” for coun-
tries in Africa. To be sure, his detailed 
reports of corruption, messy politics, 
and incompetent leadership in the 
continent’s dozen or so oil-producing 
states suggest that oil has not always 
aided the cause of political and social 
development—to put it mildly. But 
Heilbrunn argues that colonialism left 
these countries extremely vulnerable 
to the negative effects of oil wealth. He 
also provides evidence that the revenues 
from oil have in fact promoted some 
economic growth and some meaningful 
state building. His analysis is buttressed 
by thorough accounts of the oil sectors in 
each country and the state organizations 
that have developed during the last five 
decades to manage the oil wealth. In the 
book’s most striking claim, he argues 
that over time, middle classes created 
by the oil wealth have become signifi-
cant voices on behalf of democracy in 
countries such as Angola and Nigeria. 

Diasporas, Development, and Peacemaking 
in the Horn of Africa
By LIISA LAAKSO AND PETRI 
HAUTANIEMI. Zed Books, 2014,  
248 pp. $95.00 (paper, $34.95).

Many observers have noted that diaspora 
communities often provide manpower, 

Indeed, by the end of the book, the 
region’s poverty seems almost overdeter-
mined, even though the contributions 
emphasize the variation in each country’s 
economic path. The impact of colonial-
ism varies from country to country, 
for example, and some countries have 
been harmed more than others by 
factors such as endemic malaria and 
the legacy of slavery.

Ragged Glory: The Rainbow Nation in 
Black and White
By RAy HARTLEy. Jonathan Ball, 
2014, 312 pp. $19.99.

More than 20 years have elapsed since 
Nelson Mandela’s inauguration as presi-
dent of South Africa ushered in the 
postapartheid era. At the time, few 
observers predicted an easy path for a 
country with such a violent history 
and such enormous inequalities. Over 
the next decade, however, a relatively 
smooth transition to democracy and 
Mandela’s enormous personal appeal 
heightened expectations both inside 
and outside South Africa. It was almost 
inevitable that the government led by 
Mandela’s party, the African National 
Congress, would fail to meet those hopes. 
Hartley, a prominent South African 
political journalist, skillfully tells this 
story of emerging dissatisfaction. His 
authoritative account covers, among 
other things, the disastrous aids policy 
of Mandela’s successor as president, 
Thabo Mbeki; the various financial 
scandals that the senior anc leadership 
has allowed to corrode public faith in 
government; and the poorly conceived, 
badly implemented economic policies 
that have resulted in mediocre economic 
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collapse have underestimated Mugabe’s 
political abilities and staying power and the 
support he enjoys among Zimbabweans. 
In his transformation from liberator to 
tyrant, Mugabe has managed to ride out 
even the worst self-inflicted economic 
storms, including hyperinflation. As 
Bratton’s fine book documents, Mugabe’s 
grip on power relies on a patronage-
ridden political economy, the efficient 
authoritarianism of his ruling party, a 
weak and confused opposition, and a 
conspiracy of silence among regional 
leaders, especially in South Africa, who 
have long refused to denounce Mugabe. 
This portrait of Harare’s own Machiavelli 
is quite timely: in recent months, Mugabe 
has orchestrated a purge of sorts, casting 
out a number of longtime loyalists and 
paving the way for the rise of his own wife, 
Grace, and that of a close ally, Emmerson 
Mnangagwa, who now seems to be his 
most likely successor. A perplexing aspect 
of the Mugabe story is why so many 
Zimbabweans, perhaps even a majority, 
continue to support a regime that has 
done them so much harm. Even for an 
astute analyst such as Bratton, this remains 
a puzzle. Bratton, a Zimbabwean him-
self, writes that he would like to eventu-
ally return to Zimbabwe, but absent a 
“genuine political settlement,” this remains 
a dream deferred. His analysis suggests 
that the country will continue to muddle 
through and that a change in leadership 
is likely only to perpetuate, rather than 
reform, the country’s perverse politics.∂

greg mills

funding, and logistical support to radical 
or violent groups in low-income, war-
torn countries. This collection of essays 
focuses on the interaction of diaspora 
groups and the countries of the Horn 
of Africa and paints a more nuanced 
picture. Decades of conflict in the region 
have driven significant populations of 
Eritreans, Ethiopians, and Somalis to 
Europe, the Gulf states, and North 
America. Laakso and Hautaniemi reveal 
that these expatriates typically interact 
with their countries of origin with paro-
chial objectives in mind; they usually want 
to aid their home villages or regions rather 
than influence national politics. But even 
when they seek only to promote economic 
and social welfare, their activities can have 
unintended political effects—and not 
necessarily bad ones. For instance, the 
authors argue that during the mid-1990s, 
expatriate funding for major construction 
projects in Somaliland helped jump-start 
postconflict rebuilding in that autono-
mous region of Somalia. Several interest-
ing chapters also investigate the role that 
diaspora communities play in shaping how 
Western development agencies under-
stand the countries of the Horn of Africa, 
sometimes in a manner that benefits 
members of the diasporas themselves. 

Power Politics in Zimbabwe
By MICHAEL BRATTON. Lynne 
Rienner, 2014, 281 pp. $68.00.

Frequent predictions of the demise of 
President Robert Mugabe and Zimbabwe’s 
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